
Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

K J, 

Crescente, Angela 
Thursday, June 30, 2011 8:45 AM 
Love, K J 
Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; 
Puckett, Paul; Rose, Bruce 
RE: MC Landfill Capital CWIPjARO Allocation 

Approximately how many acres are you planning on closing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. {The last soil 
purchase we made other than the MSD project was $8.50/y3.} That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
{As far as I understand, all of this work would fall under the ARO task.} 

The North end of the landfill {Horizontal Expansion}, should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. {Just using it for placement of our 
byproducts not being marketed.} So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3:10 PM 
To: Love, K J 
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Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIPjARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the Me Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

<DavUf L. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627 -2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Charnas, Shannon 
Thursday, June 30, 2011 8:05 AM 
Wiseman, Sara 
Crescente, Angela 
RE: Mill Creek Landfill ARO.doc 
SAB 99 memo Mill Creek Landfill ARO 6-30-11.doc; Guidance for reporting Sarbanes­
Oxley (SOX) Issues in Materiality Memos.docx; Materiality Policy Appendix A SAB 99 
Template updated for AS recommendations (2).doc 

I have attached some comments/questions on the memo for your consideration. We are currently in the process of 
working with Audit Services to provide some additional guidance to people for documenting errors and resolutions in 
the SAB 99 memos. I have attached a draft of the guidance document that may help you understand some of my 
comments as well as a draft of a revised template. This document refers to the memo as a "materiality memo" - this is 
the SAB 99 memo. We intend to change the name, but it will not be called a materiality memo, the name is currently to 
be determined. If you have any questions or would like to discuss further, please let me know. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting LG&E and KU 
(502) 627-4978 

-----Original Message----­
From: Wiseman, Sara 
Sent: Friday, June 24, 201110:15 AM 
To:Charna~Shannon 

Cc: Crescente, Angela 
Subject: Mill Creek Landfill ARO.doc 

Shannon: Attached is the SAB99 draft for the Mill Creek Landfill. Rusty and his group have looked it already. 
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PPL companies 

MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 2011 

Valerie L. Scott, Controller 

Angela Crescente, Accounting Analyst III, Propel1y Accounting 
Sara Wiseman, Manager, Property Accounting 

Mill Creek Landfill Asset Retirement Obligation 

Shatmon Charnas, Director, Accounting & Regulatory Reporting 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sat'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Rep011ing 
Ernst & Young 

Overview of Errol' 

During unitization of the LG&E Mill Creek landfill project (no. 112767), it was discovered that 
$857,559 had been charged in error to Account 108799 RWIP-ARO Legal (RWIP) instead of 
Account 107001 Construction Work in Progress (CWIP). The en'or amount accumulated over 
time from August 2007 through November 2010. The error occurred as the invoices covering 
the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The error was detected in May 
2011 and was corrected in that month via a journal entry. 

How Error Was Identified 

During the unitization process, the aAccounting aAnalyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWIP (account 108799) charges were a 
significant amount of the total project charges. The aAllalyst contacted plant and environmental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that ajournal entry should be made to transfer $857,559 from RWIP to CWIP. 
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June 20,2011 
Page 2 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

[can we determine/document the root cause of the error? Was it due to lack of training or 
understanding by the person coding the invoices? If so, that seems to relate to the action plan. 

Controls Impacted 

Cycle 40.01-Acqusitions, Disposals and Retirement, Control Activity #6 states "Work Order 
Analysis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted on 
the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements." One of the tasks on this checklist is to review the charges on the project to ensure 
they are proper for capitalization or retirement. It was during this review that the error was 
discovered. 

[Is there possibly another control that relates to Budget Coordinator review of the charges that 
could be referenced?] 

This error is determined to be an observation, rather than a deficiency. The error was detected 
during the unitization process, which was performed according to the control. Since this project 
was of a long duration, the charges were not reviewed by an Accounting Analyst until the project 
was complete, which is normal process. Charges may be reviewed earlier, but this is not 
required. Therefore, CA#6 in Cycle 40.01 functioned properly. 

To prevent future mistakes from occurring, several meetings were conducted in June 2011 
between Propelly Accounting, Environmental Affairs, Mill Creek plant personnel and Power 
Production Finance & Budgeting. During these meetings, the construction and retirement 
processes for the landfill wereas thoroughly reviewed and the applicable pmlies agreed to a 
methodology for the coding of invoices to begin immediately. [Is there specific evidence that 
can be used to support that the action plan to prevent future mistakes is being used?] 

Periods Impacted (including quarter correction booked) 

Year/Quarter Ql Q2 Q3 Q4 
2011 X 
2010 X X X X 
2009 X X X X 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(/i'OIll Error Correcting Entries file) 

3ME 03/31/11 3ME 03/31/11 
Fin Stmt Line Item Company Debit Credit Debit Credit 
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June 20, 2011 
Page 3 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

Construction in Progress LG&E 
Asset Retirement Obligations LG&E 

bG&e 
bG&€ 

858 
858 

In this situation, a waived adjustment was not entered into the waived adjustment file, since there 
was no waived adjustment in the current period (02 2011) since the balance sheet was corrected. 
:]: when the above entry was recorded in May 2011 on the general ledger. The adjustment was 
discovered in May, which was too late to be included in the March 2011 waived adjustment file. 
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Controls IIUI)Rcted 
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Wj!.i~Il!rn(~Sjjlijlbi.s:t!i!l1§ 
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6ME 06/30/11 
Company _~D~e~b~it __ ~C~r~ed~i~t 

LG&E 
LG&E 
LG&E 
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KU 
KU 
KU 
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LKE 
LKE 
LKE 
LKE 
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Attachment B ~ Guidance for reporting Sarbanes-Oxley (SOX) Issues In Materiality Memos 

When a financial statement error is documented in a ~j]tolYmtrnf~t~~ !!l~~~ £I!~~n.l':1.s! Ln~ll1c!e ____ -- -i"'-"o",m",.::tt"e,,.d'C, H ... ~".h",I~".h"t ______ -.J 

an evaluation of whether or not a sox control failure has occurred. 

An evaluation of the sox control documentation should be performed to determine if an existing 
control has failed. The Sarbanes-Oxley Compliance Analyst or the Audit Services SOX testing team are 
available to assist in this evaluation. 

If it is determined that an existing SOX control has failed and a SOX issue has occurred, use the guidance 
below to assist In preparation of theblJl!It'fill!.41P1L :fI!l~ i!ttoU!.l~t~0!l Js_r~quJr~~ tOl !h_e _A~~I! _______ -1c'c:o,"'m=.tt=e::d=,,,H,,~h,,I~,,h,,t ______ --, 
Services issues database. The Sarbanes-Oxley Compliance Department and Audit Services are also 
available to review the initial drafts of the memos from an internal controls perspective. 

If the error does not relate to an existing SOX control, evaluate the error to determine if a control should 
be developed to prevent future errors. The Sarbanes-Oxley Compliance Analyst can also be a resource 
in this situation. If it is determined that a new control should be developed, coordinate with the 
Sarbanes-Oxley Compliance Department to document and Implement the new control. 

Definitions for required Information in~iJJ!!YlW]1t~ ______________________________ -- -{c'c:o,"m"l:c.tt=ed=,,,H~,,h,,H,,gh,,t ______ --, 

Description: Provide a detailed description of the issue. Use language that individuals from outside of 
the immediate business area can understand. 

Root Cause: Describe the root cause of the issue. For example, human error, lack of training, lack of 
monitoring, staff attrition. 

Understanding the root cause of an issue involves identifying the contributing factors (key conditions, 
actions or inaction) that contributed to the occurrence of the issue. It is important to understand the 
root cause in order to develop the appropriate corrective action(s) so that the issue does not re-occur. 
To identify the root cause, it helps to ask probing questions such as those listed in the example below. 

Example: 
An issue occurred when an accountant was instructed to change the way a certain journal entry 
was handled. However, the entry was not changed. Asking the following probing questions can 
help get to the root cause. 

• What is the reason for the presence of the problem? The accountant did not change the 
entry. 

• What is the source or origin of the problem? The accountant was busy and forgot to 
make the change. The person who reviewed the entry was not aware or forgot that it 
was supposed to be changed. 

• What is the basic reason that, if eliminated, would prevent recurrence? The accountant 
should have alerted the manager that this change was forthcoming and/or a checklist 
item should have been created to ensure that this change was incorporated into the 
monthly/quarterly process. 

• Was a control in place or is one needed to mitigate the risk of recurrence? The journal 
entry review control was in place, but it should be enhanced to Include a checklist for 
the reviewer that would track expected changes in standard journal entries. 

• We can see from this example, that change management and communication were 
primary causes for the issue and the remediation plan should focus on those areas. 
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Attachment B - Guidance for reporting Sarbanes-Oxley (SOX) Issues In Materiality Memos 

Issue Implication: Is there a potential for additional misstatements resulting from the control failure? 
If so, explain. In addition, Audit Services will review the Adjustment to Amounts Reported on Financial 
Statements section of the~jllJ§fmm ~o_i~~njify_tb~~o_mYil~'i! fi~~n~i~l_s!a_t~n.!~nj Ur}.eJ!.eDl_a_np ____ -1"F:"o~rn~"~tt~ed~: ~H~",h~r~",h~t ______ ~ 
dollar impact of the error. 

Issue Classification: Select from the following list (definitions follow): 
Deficiency Material Weakness 
Significant Deficiency Observation 

In addltion~ please provide a brief description of the reasoning for the classification selected. 
Determining the issue classification is based on both quantitative and qualitative considerations 
including: 

• the magnitude of any actual or potential financial reporting errors that could be attributed to 
the control failure associated with the issue; and 

• the existence of compensating or redundant controls (tested and evaluated that achieve the 
same control objective) 

In the event that a slgnlflcantl~ey SOX control is found to have failed. determine the level of _________ -f~:,;Fo~r:;m:,:a::;tt;:,e::d;;: F~on~t:;;Bo::~~~~~~~~~ 
deflclencylo. ______________________________ n ______________________ ~ _ - -{~F:,;o~r:;m:::a::;tt;:,e::d;;: F~on~t:;;Bo::~~~~~~~~~ 

Observation - An observation occurs when a control fails, but it is identified by another key" ..... - -1 Formatted: Indent: left: OS' 

control before the financial statements are issued. Observations are not reported to PP4 fI was 
thinking we were considering other reasons for why something would be an observation. riot 
just that it would be identified by another control before the financial statements are'issued; 
Are there more"circumstances under which an error could merely be an observation? Also; 
would ithi,lVe'to be a'key control. or could Itbeanycontrol?~ ______________________ --
Deficiency - A deficiency in internal control exists when the design1 or operationz of a control 
does not allow management or employees, In the normal course of performing their assigned 
functions, to prevent, or detect and correct misstatements on a timely basis3

• 

Significant Deficiency - A significant deficiency is a deficiency, or a combination of deficiencies, In 
internal control that Is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance. 
Material Weakness - A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the 
entity's financial statements will not be prevented, or detected and corrected on a timely basis. 

Compensating Control Number: Identify existing (documented and successfully tested) controls (by 
control activity number(s)), which would either detect or prevent the error to financial reporting that is 
related to the Issue. 

1 Control design relates to the set up of the control. Control design is documented in SOX narratives by describIng 
the control that is performed. For example, "bank reconciliations are performed monthly". 
2 Control operation relates to how the control is executed. The control design should describe how the control 
should be operated. For example, "bank reconciliations are prepared In Excel by an ilAccountingaAnalyst". 
3 Timely basis w111 vary based on the design of the control. For example, the timely basis of a control deSigned to 
function on a monthly basis would not be the same for a control designed to function on a daily basis. (Is this clear 
enough to provide guidance to the reader? It seems very vague. Is there a way to be more descriptive or are we 
considerIng It extremely subjective?! 

COmment [EU1]: I agree that some clarification 
¥lQuld be helpful here, even though the defldeocy 
definition specifies design or operation, lfwe know 
things areexduded, Itmlght be helpful to !1st them 
(e.g., documentation}. Also, only key/significant 
ICFRare (elevant for any of thlsassessment. 
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Attachment B - Guidance for reporting Sarbanes-Oxley (SOX) Issues In Materiality Memos 

Action Plan: Describe management's plan to address the issue. Actions plans should be specific, 
actionable, and be able to provide evidence of implementation. 

Evidence Requirements: Provide a description of the evidence that will support implementation of the 
Action Plan. 

Date to Implement: Provide the date management has committed to implement the action plan. This 
date can only be changed with approval from the CEO at least two weeks before the original Date to 
Implement. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Mark, 

Love, K J 
Thursday, June 30, 2011 7:20 AM 
Pence, Mark 
Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, 
Angela 
RE: MC Landfill Capital CWIP/ARO Allocation 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, K J 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Crescente, Angela 
Subject: FW: MC Landfill Capital CWIPjARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(])avUi £. cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIPjARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

David, 

Per your request: 

qiJ 
ARO estimates for 

liabilities .... 

Thanks, 
Angela 

Crescente, Angela 
Wednesday, June 29, 2011 4:05 PM 
Cosby, David 
Wiseman, Sara 
ARO estimates for liabilities.xlsx 
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314. 
314. 
314. 
254. 
122. 
170. 
218. 
254. 
314, 
194 
194. 
590 
602. 
710. 

86, 

~ 
Be 
~ 
-.2§ 
~ 
~ 

494.0 
494.0 

~o 
494. 

-.!l2 
98.0 

398.0 

~ 
98. 
98. 
98.0 
98.0 

14,982 
72,858 

5,972,186 
12,024,85 

47 

~ 
3,072 
3,391 
3,743 
4,031 

501,867 

....ll.t892,555 

8,391,794 
8,074,965 

85B 
270,485 

7,429 
7,248 
7,429 

248 
988 

~ 
11,209 

5,091,552 

5,986,014 

1,468,175 

90,162 
13,155 

Discount Rate 
(in %) [3] 

5.50 
4.90 
4.90 
4.90 
3.90 
4.90 
4.90 
5.40 
5.50 
5.50 

4.90 
5.40 
5,40 
5,40 
5.40 
5,40 
4.10 
4.70 
5.1C 
5,4C 
SAC 
4.9C 
4.9C 
5.5C 
5.5C 
5.5C 

~ 
3.70 
3.70 
3.7C 
3.3C 
2.90 
3.30 
2.90 
3.70 
3.70 
3.70 
5.50 
5.50 

2:50 
5, 

lo70 
5.50 
3.70 
3.70 
3.70 
3.70 
3.70 

Asset/Uability 
Amount 

$ 4,459.51 
),223,658.21 

~ 
17,790.82 

402,171.98 

14,370,079.47 
11,390.38 

403,457.53 

1,288.63 
2,026.42 
1,744. 
1,484. 
1,288. 
2.,548.33 
3,500.56 

326,450.3C 
5,971,909.81 

634.21 
00,039.83 

5,866.48 
6,062,48 
5,866.48 
6,062.48 
1,469.89 

901.08 
8,289.94 

411.5~ 

66,679.94 
9,736.53 

Purc-Big Stooe Gap 
'urc-BR Ash Pood 
'urc-BR Auxiliary Pood 

I 
'urc-BR Lab 

IPurc-BR I 
'urc-BR on Storage 
'urc-BR on Storaoe cr 'OP 

'urc-BR Uoit 2-ASB 
I Purc-BR Uoit 3-ASB 
I Purc-Dix 

. Scrubber Gvosum Stack 
Ish Pood 
:hemic,1 Storage 
:oal Storage 

I Poods 
t GSU Soare 

Purc-Ghe" GSU Unit 
t GSU Unit 2 
t GSU Unit 3 
t GSU Unit 4 
t Nuclear Sources 
on Storage 

t Sewage ; Plant 
Unit 1-ASB 

~~::~ 
Unit 4-ASB 

P",c-GR Ash Pond 
Purc-GR Chemical Storaae 
Purc-G~Storaae 

Purc-GR GSU Spare 
Uoit 3 
UnH 
Units 1 &2 

'urc-GR Unit 1-ASB 
'urc-G' Unit. -ASB 
'urc-GR Unit 3-ASS 

IPurc-GR Unit 4-ASB 
'",c-K' 
'urc-KU General II i 
'urc-KU Trans Subs 

i i ~ Ash Pond 
i l 

'urc-TV Ash Pond 
'urc' TY Chemical Storaae 

'urc-TV on Storage 

t Plant 

I Purc-TV Service Water Pump Struct 

Today's Cost 

$ 

2,400.0C 
2,400.0C 
,0400.00 

20400.00 

.,955,000.00 

703.83 

6,250.00 
6,250.00 
6,250.00 
6. <s0.00 

'00.00 
9, :00.00 

Expected 
t Date 

1/26 
12/31/36 

12/ 59 
12/31, 

12/ 69 
12/ 18 
12/31/18 
12/31/18 

/17 

/31/16 

/31/51 
12/31/51 

l/51 

12/31/73 
1: /31/79 

/31/18 

'"''".U'~''' 

(Years) 

67.2 
16.2 
16. 

9.2 
16.2 
16. 
26. 

49.2 
49.2 
59. 

•. 2 
•• 2 
. 2 
. 2 

26.2 
21.2 
10.2 
14.2 
1B.2 
21.2 
26.2 
16.2 
16.2 
49.2 
50.2 
59.2 
59.2 

8.2 
8.2 
8.2 
7.2 
6.2 
7.2 
6.2 

8.2 
8.2 

41. 
41. 

4"2 
4"2 
67.2 
63. 
69 

8.2 
33.2 

8.2 
8. 

8.2 
8.2 

Years 

pagelof2 

d) 

67.00 
16.00 
16.01 
11 

26.00 
49.00 
49.00 
49.00 
59.00 

26.00 
21.00 
10.00 
14.00 
18.00 
21.00 
26.00 
16.00 
16.00 
49.00 
5, 

5 

8.00 
8.00 

6.00 
7.00 
6.00 
8.00 

8.00 
41.00 
41.00 

41.00 
67.00 
63.00 
69.00 

8.00 
33.00 

8.00 
8.00 
8.00 
8.00 
8.00 

""'".U'~'" 
Total Cash Flow 
with 

806. $ 77,819 
194. 
194. 

194. 
194. 

~:O 
590. 
590. 
71' . 
.94 . 
114 . 
114 . 
114 • 

314.0 
254.0 
122.0 
170.0 
218.0 
254.0 

194.0 
194.0 
590.0 
602.0 

'10.0 
98.0 
98.0 
98.0 
86.0 
74.' 
86.' 
74. 
9B.0 

9B. 
494. 
494. 
494. 
494. 
806. 
758. 
830. 

98. 
398. 

22,4 
33, 
14, 32 
72.158 

2, ,356,032 

1.60 1.8, 
, ,31 

,72 

3,743 
4. )31 

18,740 
38,827 

37.887. 

B5B 
27004' 

7,4 
7, 
7,429 
7, 48 

18 
1: 09 

4.678.724 

1,468,175 

Discount Rate 
(in %) [3] 

5.50 
4.90 
4. 

3. 
4. 
4.90 
5.40 
5.50 
5.50 
5.50 
5.50 
4.90 
5.40 
5.40 
5.40 
5.40 
5.40 
4.10 
4.70 
5.10 
5. 
5. 
4.' 
4., 
5.50 
;.51 

;.51 

3.70 
3. '0 

2. 
3. 
2.90 
3.70 

3.70 
5.50 

5.50 
5.50 
3.70 
5.50 
3.70 

Asset/Uability 
Amount 

$ 4,459.5: 

34 

6,795.8 
17.790.8 

"',608.88 
4.057.007.23 

2.4 

1. 
2, )26.' 

,744. 
1.484.98 
1.288.63 

8,500.56 

634.21 

5,B66A8 
6,062.48 
5,866.48 
6,062. '8 
10469.39 

9C )8 
B,289. '4 

488.718.62 

~ ~==~'3~,:~:=:t.~71=I=::J~9'~5~3 
9B. 269, '07.71 
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Ime untl T,meUntl 
Expected Decommissioning Decommissioning Total Cash Flow Discount Rate Asset/Liability 

Description Today's Cost Settlement Date (Years) Years (Rounded) (Months) with Inflation (in %) [3] Amount 
Purc-lY Sewaqe Treatment Plant 60000.00 12/31/18 8.2 8.00 98.0 73104 3.70 54,064.82 
Purc-lY Un'lt 1 (Retired)-ASB 1 604,000.00 12/31/51 41.2 41.00 494.0 4414513 5.50 461120.39 
Purc-lY Unit 2 {Retired)-ASB 1,579 000.00 12/31/51 41.2 41.00 494.0 4345709 5.50 453933.35 
Purc-lY Unit 3-ASB 2,173 000.00 12/31/51 41.2 41.00 494.0 5980510 5.50 624697.38 

Page 2 of 2 

lime untl T,meUntll 
Expected Decommissioning Decommissioning Total Cash Flow Discount Rate Asset/Liability 

Description Today's Cost Settlement Date (Years) Years (Rounded) (Months) with Inflation (in %) [3] Amount 
Purc-lY Sewaqe Treatment Plant 60000.00 12/31/18 8.2 8.00 98.0 73104 3.70 54,064.82 
Purc-lY Un'lt 1 Retired -ASB 1 604,000.00 12/31/51 41.2 41.00 494.0 4414513 5.50 461120.39 
Purc-lY Unit 2 {Retired -ASB 1,579 000.00 12/31/51 41.2 41.00 494.0 4345709 5.50 453933.35 
Purc-lY Unit 3-ASB 2,173 000.00 12/31/51 41.2 41.00 494.0 5980510 5.50 624697.38 
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:-Lanal Re"Clrea-, 
Pure-Center GSF UGS (WeIIs) 

fGateDR237900-Di 
I Pure-CityGatePR237oM - l"'Ii=_ 

I Pure-CR Ash Pond 
:t Coal Storage 

IpurC:CR-GSU-Spare 

:t GSU Unit 4 
:t GSU Unit 5 

'-LR GSU Unit 6 
Pure-CR Landfill 

I Ponds 

Purc-CR Nuclear Sources 
Pure-CR Sewaqe Treatment Plant 
Purc-CR Unit 1 {Retired)-ASB 
Purc-CR Unit 2 Retired)-ASB 
Pure-CR Unit 3 Retired -ASB 
Pure-CR Unit 4-ASB 
Pure-CR Unit 5-ASB 
Pure-CR Unit 6-ASB 
Pure-Doe Run 235300-l 
Pure-Doe Run GSF UGS (WeIIs) 
~ ~- MalO&ServAbandon-D 

Dist Subs (66)-ASB 

'UGS-A~ 

1 235600-UGS-A~ 

, GSF UGS (Wells) 

Pure-MC Ash Pond 
Pure-MC Chemical Storage 
Pure-MC Coal Storage 
Pure-MC Environmental Ponds 
Pure-MC GSU Spare 
Pure-Me GSU Unit 1 
Purc-MC GSU UnIt 2 
Pure-Me GSU Unit 3 
Pure-MC GSU Unit 4 
Pure-MC LandfiII 
Pure-Me Nuclear Sources 
Pure-MC Oil Storage 
Pure-MC Unit l-ASB 
Pure-MC UnIt 2-ASB 
Pure-MC Unit 3-ASB 

: UOlt 4-ASB 

JGS-AS8 
1 235600-UGS-ASB 

Today's Cost 
[i 

)040 

2,749,410.00 

67,000.00 

7.00 
7.00 

_!Z!595.75 

Expected 
Settlement Date 

12/31/33 

l2/31/23 

12/31/17 
l2/31/17 

12/31/17 
12/31/23 
12/31/23 

12/31/5' 

12/31/51 
12/31/55 

12/31/50 
12/31/78 
12/31/79 
12/31/75 

12/31/33 

12/31/19 

12/31/36 

12/31/69 

12/31/75 
12/31/66 

lime Um:1I 

commission 
(Years) 

5.2 
23. 
56. 
48. 
13. 
13. 
13. 
7. 

7. 
7.2 

13.: 
13.: 

13" 
41.2 
41. 
41 
41.2 
45. 
46. 
56. 
23.2 

-.1Q, 
68. 
69.2 
65. 
56. 
59.2 
23. 
84. 
26. 
26.2 
26. 

.1§..: 
18.2 

8. 
9. 

13. 
18. 
26. 
26. 
26. 
49. 
49. 
59. 
59. 
65. 
56. 
59. 

Years 

5.0 
23.1 
56.1 
48.1 

13.0 
13.1 
13.1 

7.0 

7.0 
13.0 

~ 
13.0 
41.0 
41.0 
41.0 
41.0 
45.0 
46.0 
56. 
23.0 
40. 
68. 
69.0 
65. 
56. 
59.0 
23.0 
84. 
26. 
26.0 
26.0 

~ 
18.0 

8.0 
9. 

13. 
18.0 
26. 
26. 
26.0 
49.C 
49. 
59.0 
59.0 
65. 
56. 
59. 

Page 1 of 2 

lime until 

Total Cash Flow 
with Inflation 

62.01 $ 
278.1 
674.1 
578.1 
158.0 
158.1 
158.1 
86.0 
86.0 
86.0 
86.0 

158.0 
158.0 
158.0 
494.0 
494.0 
494.0 
494.0 
542. 
554. 
674. 
278.0 
482. 
818. 
830.0 
782. 
674. 

10.0 
278.0 

314. 
314.0 
314.0 
314. 

~ 
98.0 

110. 
158. 
218.0 
314. 
314. 
314.0 
590.0 
590. 
710.0 
710.0 
782.0 
674.0 

J.O 

1,781,968 

55,700 
52,344 

9,136,082 
459,044 

3,566 
3,566 
3,566 
3,566 

2,494,673 
74,398 

,09J 

8,573,073 
7,716,274 

71 

612,344 
333,523 
801,184 

1,604 
4 

37,149,497 

33,437 
703,108 
:31,882 

4,679 
3,655 
3,747 
4,136 
4,679 

876,053 
51,099 

2,445 

7,511,836 
42 

472,906 
601,885 
493,635 

Discount Rate (in %) 
..QL 
2.60 
5.40 
5.50 
5.50 
4.50 
4.50 
4.50 
3.30 
3.30 
3.30 
3.30 
4.50 
4.50 
4.50 
5.50 
5.50 
5.50 
5.50 
5.50 
5.50 
5.50 
5.40 
5.50 
5.50 
S.50 
5. 

2 
5. 
SAO 

5.50 
SAO 

5.40 
5.40 
S.40 
5.10 
3.70 
3.90 
4.50 
5.10 
5.40 
SAC 

SAC 

5.50 
5.5C 

5.5C 
5.50 
5.50 
5.50 
5.50 

Asset/Liability 
Amount 

$ 1,558,198.46 
97.67 

3,723.7l 
,057,335.64 
254,106.79 

-'., 
11, 

41.76 

.,675. 
793,449.05 
747,452.00 
842,320.91 
895,504.99 
647,161.45 
721,861.73 

13,760.73 

47.09 
.71 

171,688.31 
447,317.65 

1,856.22 

77 

596.94 
802,763.28 
700,018.6: 

27,603.9: 

I (F , 

I Pure-Center GSF UGS (Wells) 
~ O-li 

IPure-Citv~ 
Pure-CR Ash Pond 

l Coal Storaoe 

Pure-CR GSU Spare 
l GSU Unlt 4 
l GSU Unlt 5 
l GSU Unlt 6 

Pure-CR Landfill 

I Ponds 

Pure-CR Nuelear Sourees 
Pure-CR Sewaoe : Plant 
IPure-CR Un't 1 (Retired'-ASB 
IPure-CR Unlt 2 ~ 
IPure-CR Unlt 3 ~ 
IPure-CR Unlt 4-ASB 
I Pure-CR Unlt 5-ASB 
I Pure-CR Unlt 6-ASB 

: Run 235300-1 
I Pure-Doe Run GSF UGS (Wells) 

i 

D'stSub~ 

235600-~ 
" GSF UGS (Wells) 

I Pure-MC Ash Pond 
I Pure-MC Chemieal Storage 
I Pure-MC Coal Storage 
I Pure-Me 1 Ponds 
IPure-MC GSU Spare 
IPure-MC GSU Unlt 1 
IPure-M~ Unit 2 
IPure-MCGSL Unlt 3 
IPure-MC GSU Unlt 4 
I Pure-MC Landfill 
I Pure-MC Nuctear Sourees 
I Pure-MC Oil Storaoe 
IPure-MC Unlt l-ASB 
Pure-Me Unit 2-ASB 
Pure-Me Unlt 3-ASB 

: Unlt 4-ASB 

Today's Cost 

$ 

lAC 

2,749,410.00 

57,000.00 

'.00 
'.00 

17,595.75 

Expected 
Settlement Date 

12/31/33 

.2/31/23 

12/31/17 
'2/31/17 

12/31/17 
12/31/23 
l2/31/23 

l2/31/5: 

12/31/51 
12/31/55 

l2/3: /50 
l2/3: /7B 
12/31/79 
l2/3 75 

12/31/33 

1 /3: /19 

l2/31/36 

12/31/69 

l2/3: '75 
l2/3: '66 

.. me um" 

(Years) 
5.2 
13. 
56. 
48. 

~ 
l3. 
l3. 

~ 

7. 
7.2 

13. 
13. 
13. 

~ 
41 
41 
41.2 
45. 
46. 
56. 

~ 
4' 
68. 

~ 
65. 
56. 
59.2 

.Th 
B4 
26. 

~ 
~ 

26. 
18.2 

~ 
9. 

l3. 
.Jll, 

26. 
26. 
26. 

~ 
49, 
59, 
59 
65. 
56. 
59. 

Years 

5.C 
13. 
56. 
48. 

-'d-Q 
13. 
13. 
.z,Q 

7.0 
13.0 
13.0 
13.0 

~ 
4l.0 
41.0 
41.0 
45.0 
46.0 
56. 

~ 
4C 
68. 

~ 
65. 
56. 
59.0 

~ 
B4. 
26. 

~ 
~ 
26 
18.C 

~ 
9, 

13, 

~ 
26 
26. 
26.0 

~ 
49. 
59.0 
59,0 
65. 
56. 
59. 

Page 1 of 2 

.. me u",,, 
Total Cash Flow 

with Inflation 
62.0 $ 

278. 
674. 
57B. 

~ 
15B. 
158. 

~ 
86.0 
86.0 
86.0 

~ 
158.0 
158.0 

~ 
494.0 
494.0 
494.0 

=m. 
~ 
482. 
818. 

~ 
32. 

674. 
10.0 

~ 

314 
314.C 

~ 
314 
218.( 

.2!l.C 
110. 
158. 

_.2_'8.0 
314. 
314. 
314.0 

~ 
590. 
710.0 
710.0 
782.0 
674.0 

).0 

1,78~ 

55,700 
52~ 

.2,~ 
459,044 

~ 
3,566 
3,566 

~ 
~ 

74,398 
,09: 

8,573~ 

7~ 

71 

~ 
333,523 
80 .,184 

~ 
..4: 
37,149,49, 

3~ 

~ 

~ 
~ 

3,747 
4,135 

~ 
~ 

5 ,099 

~ 

7,511,""5 
g 

4 ',906 
601,BB5 
493~ 

Discount Rate (in %) 
[3] 

~ 
~ 
5.5C 

-""'" 
~ 

4.50 

~ 
~ 
3.30 
3.30 

~ 
~ 

4.50 
4.50 

~ 
5.50 
5.50 

~ 
~ 

5.50 
5.50 

~ 
5.50 
5.50 

~ 
5. 
5. 

--'" 
~ 

5.5C 
SAC 

~ 
~ 

SAC 

~ 
~ 

3.9C 
4.5C 

~ 
~ 

SAC 

~ 
~ 

5.5C 
0.0' 

~ 
5.50 
5.50 

-""""-

Asset/Liability 
A 

.£~~ 
~ 

3,723.7: 

254,106.79 

.,675. 

747,452.00 
~320.91 

~99 
~ 

72:.,86: 73 

..1 
11, 

~ 
71 

~ 
44,317.65 

1.856.22 

~ 
~ 

700,018.6: 

27,603.9 
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Ime um:u lime unm 
Expected Decommissioning Years Decommissioning Total Cash Flow Discount Rate (in Ofo) Asset/Liability 

Description Today's Cost Settlement Date (Years) (Rounded) (Months) with Inflation [3] Amount 
Purc-Muldraugh 237520-Dist-ASB 10,000.00 12/31/50 40.2 40.0 482.0 26,851 5.50 2,962.90 
Purc-Muldraugh GSF UGS (Wells) 1,109,029.00 12/31/33 23.2 23.0 278.0 1,957,004 5.40 561,704.86 
Purc-Ohio Falls-ASB 620,000.00 12/31/69 59.2 59.0 710.0 2,661,336 5.50 103,528.99 
Purc-Paddy's Run~ASB 4,600,000.00 12/31/15 5.2 5.0 62.0 5,204,478 2.60 4,550,928.83 
Purc~Riggs Junc 235120-UGS-ASB 70,603.05 12/31/75 65.2 65.0 782.0 351,459 5.50 9,836.65 
Purc-Seventh&O-ComGenPln-ASB 449,000.00 12/31/59 49.2 49.0 590.0 1,505,621 5.50 101,389.79 
Purc-TC Ash Pond 14,339,500.00 12/31/36 26.2 26.0 314.0 27,249,247 SAO 6,653,850.03 
Purc-TC Chemical Storage 23,797.98 12/31/36 26.2 26.0 314.0 45,223 SAO 11,042.80 
Purc-TC Coal Storage 573,500.00 12/31/36 26.2 26.0 314.0 1,089,818 5.40 266,116.88 
Purc-TC Environmental Ponds 723,000.00 12/31/36 26.2 26.0 314.0 1,373,912 5040 335,488.24 
Purc-TC Nuclear Sources 32,620.00 12/31/36 26.2 26.0 314.0 61,988 5.40 15,136.41 
Purc-TC Sewage Treatment Plant 26,155.00 12/31/36 26.2 26.0 314.0 49,702 5.40 12,136.51 
Purc-Zorn-ASB 105,000.00 12/31/4:3 .. _______ , 33.2 33.0 398.0 237,179 5.50 38,429.20 

Page2of2 

Ime um:u lime unm 
Expected Decommissioning Years Decommissioning Total Cash Flow Discount Rate (in Ofo) Asset/Liability 

Description Today's Cost Settlement Date (Years) (Rounded) (Months) with Inflation [3] Amount 
Purc-Muldraugh 237520-Dist-ASB 10,000.00 12/31/50 40.2 40.0 482.0 26,851 5.50 2,962.90 
Purc-Muldraugh GSF UGS (Wells) 1,109,029.00 12/31/33 23.2 23.0 278.0 1,957,004 5.40 561,704.86 
Purc-Ohio Falls-ASB 620,000.00 12/31/69 59.2 59.0 710.0 2,661,336 5.50 103,528.99 
Purc-Paddy's Run~ASB 4,600,000.00 12/31/15 5.2 5.0 62.0 5,204,478 2.60 4,550,928.83 
Purc~Riggs Junc 235120-UGS-ASB 70,603.05 12/31/75 65.2 65.0 782.0 351,459 5.50 9,836.65 
Purc-Seventh&O-ComGenPln-ASB 449,000.00 12/31/59 49.2 49.0 590.0 1,505,621 5.50 101,389.79 
Purc-TC Ash Pond 14,339,500.00 12/31/36 26.2 26.0 314.0 27,249,247 SAO 6,653,850.03 
Purc-TC Chemical Storage 23,797.98 12/31/36 26.2 26.0 314.0 45,223 SAO 11,042.80 
Purc-TC Coal Storage 573,500.00 12/31/36 26.2 26.0 314.0 1,089,818 5.40 266,116.88 
Purc-TC Environmental Ponds 723,000.00 12/31/36 26.2 26.0 314.0 1,373,912 5040 335,488.24 
Purc-TC Nuclear Sources 32,620.00 12/31/36 26.2 26.0 314.0 61,988 5.40 15,136.41 
Purc-TC Sewage Treatment Plant 26,155.00 12/31/36 26.2 26.0 314.0 49,702 5.40 12,136.51 
Purc-Zorn-ASB 105,000.00 12/31/43 33.2 33.0 398.0 237,179 5.50 38,429.20 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Kevin, 

Pence, Mark 
Wednesday, June 29, 2011 3:10 PM 
Love, K J 
Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, 
Angela 
FW: MC Landfill Capital CWIP/ARO Allocation 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(f)avid" £. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627 -2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 
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FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIPjARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 

doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Crescente, Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Monday, June 27, 2011 2:39 PM 
Porter, Janice 

Cc: Skaggs, John 
Subject: RE: ARO Quarterly Questionnaire.docx 

Janice, 

Only if the bare pipe that was removed had asbestos on it/wrapped around it. However, per our conversation, it is my 
understanding that bare pipe has no insulation at all. Please let me know if you have any additional questions. 

Thanks, 
Angela 

From: Porter, Janice 
Sent: Monday, June 27, 2011 12:27 PM 
To: Crescente, Angela 
Cc: Skaggs, John 
Subject: FW: ARO Quarterly Questionnaire.docx 

Angela, 

There are charges to a regular removal task. Should we set up and ARO task and move the charges? 

Thanks, 
Janice 

From: Allen, Lisa 
Sent: Monday, June 27, 201111:48 AM 
To: Porter, Janice; Skaggs, John 
Subject: FW: ARO Quarterly Questionnaire.docx 

John, thanks for the response. 

Janice, see answer to question 3 - was that treated as an ARO and/or should it be? 

Lisa 

From: Skaggs, John 
Sent: Monday, June 27, 201111:34 AM 
To: Allen, Lisa 
Subject: ARO Quarterly Questionnaire.docx 

« File: ARO Quarterly Questionnaire.docx» 
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Lisa, 

Attached questionnaire for Magnolia. 

Thanks, 
John 

2 

Lisa, 

Attached questionnaire for Magnolia. 

Thanks, 
John 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Wiseman, Sara 
Friday, June 24, 201110:15 AM 
Charnas, Shannon 
Crescente, Angela 
Mill Creek Landfill ARO.doc 
Mill Creek Landfill ARO.doc 

Shannon: Attached is the SAB99 draft for the Mill Creek Landfill. Rusty and his group have looked it already. 
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PPL companies 

MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 2011 

Valerie L. Scott, Controller 

Angela Crescente, Accounting Analyst III, Propeliy Accounting 
Sara Wiseman, Manager, Property Accounting 

Mill Creek Landfill Asset Retirement Obligation 

Shatmon Charnas, Director, Accounting & RegulatOlY Reporting 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sat'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial RepOliing 
Ernst & Young 

Overview of Errol' 

During unitization of the LG&E Mill Creek landfill project (no. 112767), it was discovered that 
$857,559 had been charged in error to Account 108799 RWIP-ARO Legal (RWIP) instead of 
Account 107001 Construction Work in Progress (CWIP). The error amount accumulated over 
time from August 2007 through November 2010. The error occurred as the invoices covering 
the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The error was detected in May 
2011 and was corrected in that month via a journal entry. 

How Errol' Was Identified 

During the unitization process, the accounting analyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWIP (account 108799) charges were a 
significant amount of the total project charges. The analyst contacted plant and environmental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that a journal entry should be made to transfer $857,559 from RWIP to CWIP. 
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June 20, 2011 
Page 2 
Mill Creek Asset Retirement Obligation -May 2011 

Controls Impacted 

Cycle 40.01-Acqusitions, Disposals and Retirement, Control #6 states "Work Order Analysis 
Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements." One of the tasks on this checklist is to review the charges on the project to ensure 
they are proper for capitalization or retirement. It was during this review that the error was 
discovered. 

To prevent future mistakes from OCCUlTing, several meetings were conducted between Property 
Accounting, Environmental Affairs, Mill Creek plant personnel and Power Production Finance 
& Budgeting. During these meetings, the construction and retirement processes for the landfill 
was thoroughly reviewed and the applicable parties agreed to a methodology for the coding of 
invoices. 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X 
2010 X X X X 
2009 X X X X 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(from Errol' Correcting Entries file) 

3ME 03/31/11 3ME 03/31/11 
Fin Stmt Line Item Com pany _~",D",eb",i,,-t __ --'C"'r"'e"'d"'-.it Debit Credit 

Construction in Progress LG&E 858 
Asset Retirement Obligations LG&E 858 

LG&E 
LG&E I 

858

1 

858

1 

In this situation, a waived adjustment was not entered into the waived adjustment file. The 
above entry was recorded in May 2011 on the general ledger. The adjustment was discovered in 
May, which was too late to be included in the March 2011 waived adjustment file. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Leenerts, Patricia 
Thursday, June 23, 2011 6:40 PM 
Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

~ 
plugged Wen 

Listing,xls 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pi .. , 
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Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number-
Project Number Task name include initials Storaae Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia 
126xxx CP PLUG WELL-CTR J LlLE #1 Center 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center 

Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number-
Project Number Task name include initials Storaae Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia 
126xxx CP PLUG WELL-CTR J LlLE #1 Center 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center 

Attachment to Response to KU AG-1 Question No. 201 
Page 31 of 1014 
Charnas



Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Maqnolia Pluqqed 
126xxx CP PLUG WELL-CTR J LlLE#1 Center PluQQed 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE#3 Center in-process to be pluqqed on 130xxx proiect in 2012 
126xxx CP PLUG WELL-CTR J LlLE #3 Center Plugged 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be plug_ged on 130xxx project in 2012 

Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Maqnolia Pluqqed 
126xxx CP PLUG WELL-CTR J LlLE#1 Center PluQQed 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE#3 Center in-process to be pluqqed on 130xxx proiect in 2012 
126xxx CP PLUG WELL-CTR J LlLE #3 Center Plugged 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be pluqqed on 130xxx proiect in 2012 

Attachment to Response to KU AG-1 Question No. 201 
Page 32 of 1014 
Charnas



PROCEDURE FOR PERMANENT PLUGGING AND 

RETIREMENT (ARO RETIREMENT) OF GAS WELLS 

Background 

Each year a new Gas Underground Storage (GUS) project is approved for the permanent plugging and 
retirement of gas wells (ARO retirements). The ARO retirement tasks are setup by major field location on 
each project. For example: 

Project Task Field Well name 
126421 126421-CP PLUG WELL-CTR Center P. Janes #1 

" " " " " " " BF Pennington #4 

" " " " " " " C. Nunn #1 

" 126421-CP PLUG WELL-DRI Doe Run IN Keith #3 

It is possible that a task (which is set up by field name) will accumulate charges for wells that were truly 
retired on the project and charges for other wells that are continued onto the next year(s) well plugging 
project(s). For wells where the work begins and is completed in the same year, there is no issue for 
Property Accounting-the correct locations are chosen and the retirement dollars are applied. Property 
Accounting encounters issues for wells where the plugging spans more than one year. They are: 

1. If the well is retired in the first year that retirement charges are incurred, what should be done 
with the retirement charges in subsequent years? This is a problem as there is no asset left to 
retire in subsequent years, thus nothing to associate the subsequent retirement charges with. 

2. If the well is retired in the year in which the work was complete (Year 2 or Year 3) what should be 
done with the retirement charges on the Year 1 project? A journal entry to move the Year 1 
charges on the Year 1 project to the Year 2 project would be a possible solution. But this solution 
was discovered to be a time-consuming, manual process which was-would not embraced be very 
efficientby for Energy Delivery Budgeting due te budget issues. 

Pagelof2 

PROCEDURE FOR PERMANENT PLUGGING AND 

RETIREMENT (ARO RETIREMENT) OF GAS WELLS 

Background 

Each year a new Gas Underground Storage (GUS) project is approved for the permanent plugging and 
retirement of gas wells (ARO retirements). The ARO retirement tasks are setup by major field location on 
each project. For example: 

Project Task Field Well name 
126421 126421-CP PLUG WELL-CTR Center P. Janes #1 

" " " " " " 
" " " " " " 
" 126421-CP PLUG WELL-DRI 

" 

" 
" 

Doe Run IN 

" 

BF Pennington #4 
C. Nunn #1 
Keith #3 

same 
and 

It is possible that a task (which is set up by field name) will accumulate charges for wells that were truly 
retired on the project and charges for other wells that are continued onto the next year(s) well plugging 
project(s). For wells where the work begins and is completed in the same year, there is no issue for 
Property Accounting-the correct locations are chosen and the retirement dollars are applied. Property 
Accounting encounters issues for wells where the plugging spans more than one year. They are: 

1. If the well is retired in the first year that retirement charges are incurred, what should be done 
with the retirement charges in subsequent years? This is a problem as there is no asset left to 
retire in subsequent years, thus nothing to associate the subsequent retirement charges with. 

2. If the well is retired in the year in which the work was complete (Year 2 or Year 3) what should be 
done with the retirement charges on the Year 1 project? A journal entry to move the Year 1 
charges on the Year 1 project to the Year 2 project would be a possible solution. But this solution 
was discovered to be a time-consuming, manual process which was-would not embraced be very 
efficientby for Energy Delivery Budgeting due te budget issues. 
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Procedure 

Property Accounting has decided upon the best course of action for maintaining the integrity of the 
property records while considering the needs of Energy Delivery Budgeting and minimizing manual work. 

1. Charges for ARO retirement should continue to be applied to the project for the specific year, as 
is the practice currently. 

2. Wells will be retired in the year in which the physical work to accomplish the well plugging is 
concluded. Retirement charges accumulated on each year's project will be allocated 1Q...the wells 
physically retired in that year. 

A list of wells permanently plugged (ARO retirements) is to be submitted to Property Accounting by 
xxxxxxxxxx upon completion of the last well plugged on that project. This information should be 
automatically sent to Property Accounting by no later than the end of each February for the preceding 
year. Well worked on under each plugging project should be listed with a status to show if the plugging 
work is complete or not complete. This information will inform property accounting as to the make-up of 
the dollars under each task. Unitization will not take place for the well until the plugging status is 

COlnsi(jer.atiCln was given as projects on 

the blanket list. However, the blanket process would not prevent the same situation of specific well 

retirements being spread out over multiple years since a new blanket or new retirement task would still 

be required every year. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

From: Hudson, Rusty 

Wiseman, Sara 
Thursday, June 23, 20111:10 PM 
Crescente, Angela 
FW: Mill Creek Landfill ARO.doc 

Sent: Thursday, June 23, 20111:05 PM 
To: Wiseman, Sara 
Subject: RE: Mill Creek Landfill ARO.doc 

I think it looks fine. It is our bad and we will work to make sure we don't repeat that mistake at other sites. Rusty 

From: Wiseman, Sara 
Sent: Thursday, June 23, 2011 12: 12 PM 
To: Hudson, Rusty; Pence, Mark; Cosby, David 
Cc: Crescente, Angela; Rose, Bruce 
Subject: Mill Creek Landfill ARO.doc 

« File: Mill Creek Landfill ARO.doc» 

Hi all; 

A SAB 99 memo was required for the journal entry that we processed to transfer charges from RWIP to CWIP for the Mill 
Creek landfill. Bruce and Angela worked with Mark, KJ Love and Paul Puckett on this. I drafted the memo, but have not 
sent it to Shannon for her review. I wanted you to see it first-I do not think it will cause you any heartburn, though. It 
is only 2 pages long-so hopefully it will be a quick read. If you do have changes, I would appreciate it if you would track 
the changes to this document and send it back to me with a cc to Angela and Bruce. 

It would be great if you could review this by COB tomorrow (Friday, June 24) but I certainly understand if you cannot. 
Please contact Angela or me with questions. 

Thanks! 

Sara 
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sent it to Shannon for her review. I wanted you to see it first-I do not think it will cause you any heartburn, though. It 
is only 2 pages long-so hopefully it will be a quick read. If you do have changes, I would appreciate it if you would track 
the changes to this document and send it back to me with a cc to Angela and Bruce. 
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Please contact Angela or me with questions. 
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Sara 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

~ 
~lill Creek Landfill 

ARO.doc 
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MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 2011 

Valerie L. Scott, Controller 

Angela Crescente, Accounting Analyst III, Propetiy Accounting 
Sara Wiseman, Manager, Propetiy Accounting 

Mill Creek Landfill Asset Retirement Obligation 

Shannon Charnas, Director, Accounting & Regulatory Repotiing 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sal'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial RepOliing 
Ernst & Young 

Overview of Error 

During unitization of the LG&E Mill Creek landfill project (no. 112767), it was discovered that 
$857,559 had been charged in en'or to Account 108799 RWlP-ARO Legal (RWlP) instead of 
Account 107001 Construction Work in Progress (CWlP). The error amount accumulated over 
time from August 2007 through November 2010. The error occurred as the invoices covering 
the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The error was detected in May 
2011 and was corrected in that month via ajournal entry. 

How Error Was Identified 

During the unitization process, the accounting analyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWlP (account 108799) charges were a 
significant amount of the total project charges. The analyst contacted plant and enviromnental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that a journal entry should be made to transfer $857,559 from RWlP to CWlP. 
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June 20, 2011 
Page 2 
Mill Creek Asset Retirement Obligation -May 2011 

Controls Impacted 

Cycle 40.01-Acqusitions, Disposals and Retirement, Control #6 states "Work Order Analysis 
Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2' :\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements." One ofthe tasks on this checklist is to review the charges on the project to ensure 
they are proper for capitalization or retirement. It was during this review that the error was 
discovered. 

To prevent future mistakes from occurring, several meetings were conducted between Propeliy 
Accounting, Environmental Affairs, Mill Creek plant persoffilel and Power Production Finance 
& Budgeting. During these meetings, the construction and retirement processes for the landfill 
was thoroughly reviewed and the applicable pmiies agreed to a methodology for the coding of 
lllVOlces. 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X 
2010 X X X X 
2009 X X X X 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(/i'om Error Correcting Entries file) 

3ME 03/31/11 3ME 03/31/11 
Fin Stmt Line Item Company Debit Credit Debit 

Construction in Progress LG&E 858 
Asset Retirement Obligations LG&E 858 

LG&E 
LG&E 

In this situation, a waived adjustment was not entered into the waived adjustment file. The 
above entry was recorded in May 2011 on the general ledger. The adjustment was discovered in 
May, which was too late to be included in the March 2011 waived adjustment file. 

Credit 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Mill Creek Landfill 
ARO.doc 

Please review. 

Wiseman, Sara 
Thursday, June 23, 201110:55 AM 
Crescente, Angela 
Mill Creek Landfill ARO.doc 

1 
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To: 
Subject: 
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ARO.doc 
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Wiseman, Sara 
Thursday, June 23, 201110:55 AM 
Crescente, Angela 
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MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 2011 

Valerie L. Scott, Controller 

Angela Crescente, Accounting Analyst III, Property Accounting 
Sara Wiseman, Manager, Property Accounting 

Mill Creek Landfill Asset Retirement Obligation 

Shannon Charnas, Director, Accounting & Regulatory Repolting 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Repolting 
Ernst & Young 
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June 20, 2011 
Page 2 
Mill Creek Asset Retirement Obligation -May 2011 

of the actual charges on the project revealed that RWIP (account 108799) charges were a 
significant amount of the total project charges. The analyst contacted plant and enviromnental 
personnel to discuss the situation. After discussion and detailed review of the charges it was 
determined that ajoul'llal entry should be made to transfer $857,559 from RWIP to CWIP. 

Controls Impacted 

Cycle 40.01-Acquitions, Disposals and Retirement, Control #6 states "Work Order Analysis 
Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':IPOWER PLANT 
CLASSIFICATION\ Work Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements." One of the tasks on this checklist is to review the charges on the project to insure 
they are proper for capitalization or retirement. It was during this review that the ell'Or was 
discovered. 

To prevent future mistakes from occUlTing, extensive meetings have been conducted between 
Propeliy Accounting, Environmental Affairs, Mill Creek plant personnel and Power Production 
Finance & Budgeting. The construction and retirement processes for the landfill have been 
thoroughly reviewed and the applicable parties have agreed to a methodology for the coding of 
invoices. 

Periods Impacted (including quarter correction booked) 

Year/Quarter Ql Q2 Q3 Q4 
2011 X 
2010 X X X X 
2009 X X X X 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(/i'OIll Errol' Correcting Entries file) 

3ME 03/31/11 3ME 03/31/11 
Fin Stmt Line Item Company Debit Credit Debit Credit 
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June 20, 2011 
Page 3 
Mill Creek Asset Retirement Obligation -May 2011 

Construction in Progress LG&E 
Asset Retirement Obligations LG&E 

LG&E 
LG&E 

858 
858 

In this situation, a waived adjustment was not entered into the waived adjustment file. The 
above entry was recorded in May 2011 on the general ledger. The adjustment was discovered in 
May which was too late to be included in the March 2011 waived adjustment file. 
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Crescente, Angela 

From: Raque, Gary 
Sent: 
To: 

Monday, June 20, 2011 3:51 PM 
Crescente, Angela 

Subject: RE: Brown Main Pond Close Out 

Yes its being converted to a Landfill 

From: Crescente, Angela 
Sent: Monday, June 20, 2011 3:49 PM 
To: Raque, Gary 
Subject: RE: Brown Main Pond Close Out 

I have set up a task called CP ARO for this purpose. Is the whole ash pond being closed? 

From: Raque, Gary 
Sent: Monday, June 20, 2011 3:38 PM 
To: Crescente, Angela 
Subject: Brown Main Pond Close Out 

Angela, 

Just wanted to bring to your attention that we will probably have charges this year related to "closing out" of the Brown 
CCR Main Pond (Project #132371). This will need to have an the ARO task set up. I know that you set them up before. 

Gary Raque 
LG&E and KU Energy LLC 

Project Engineering 
BOC3 
Phone: (502) 627-3241 

Fax: (502) 217-2801 
gary.rague@lge-ku.com 

1 
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From: 
Sent: 
To: 
Subject: 

Angela, 

Raque, Gary 
Monday, June 20, 2011 3:38 PM 
Crescente, Angela 
Brown Main Pond Close Out 

Just wanted to bring to your attention that we will probably have charges this year related to "closing out" of the Brown 
CCR Main Pond (Project #132371). This will need to have an the ARO task set up. I know that you set them up before. 

Gary Raque 
LG&E and KU Energy LLC 
Project Engineering 
BOC3 
Phone: (502) 627-3241 
Fax: (502) 217-2801 
gary.raque@lge-ku.com 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Angela, 

Raque, Gary 
Monday, June 20, 2011 3:38 PM 
Crescente, Angela 
Brown Main Pond Close Out 

Just wanted to bring to your attention that we will probably have charges this year related to "closing out" of the Brown 
CCR Main Pond (Project #132371). This will need to have an the ARO task set up. I know that you set them up before. 

Gary Raque 
LG&E and KU Energy LLC 
Project Engineering 
BOC3 
Phone: (502) 627-3241 
Fax: (502) 217-2801 
gary.raque@lge-ku.com 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Karen, 

Crescente, Angela 
Monday, June 06, 2011 4:41 PM 
Daly, Karen 
RE: 108799 for May 2011 

The settlement numbers for 108799 for May 2011 are as follows: 

LGE Electric - $720,055.88 
LGE Gas - $770,592.05 

Thanks, 
Angela 

From: Daly, Karen 
Sent: Monday, June 06, 2011 4:25 PM 
To: Crescente, Angela 
Subject: RE: 108799 for May 2011 

Remember, I need your settlement numbers as well for e/g/c split information. Thanks! Karen 

From: Crescente, Angela 
Sent: Monday, June 06, 20111:20 PM 
To: Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
Subject: 108799 for May 2011 

All: 

The activity for 108799 for May 2011 is as follows: 

LGE - Generation Steam - ($857,559.13) 
LGE - Generation Hydro - $3,741.00 
LGE - Gas Underground Storage - $1,786.54 
LGE - Gas Distribution - $1,230.42 
KU - Generation Steam - $85,818.85 

Thanks, 
Angela 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Karen, 

Crescente, Angela 
Monday, June 06, 2011 4:41 PM 
Daly, Karen 
RE: 108799 for May 2011 

The settlement numbers for 108799 for May 2011 are as follows: 

LGE Electric - $720,055.88 
LGE Gas - $770,592.05 

Thanks, 
Angela 

From: Daly, Karen 
Sent: Monday, June 06, 2011 4:25 PM 
To: Crescente, Angela 
Subject: RE: 108799 for May 2011 

Remember, I need your settlement numbers as well for e/g/c split information. Thanks! Karen 

From: Crescente, Angela 
Sent: Monday, June 06, 20111:20 PM 
To: Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
Subject: 108799 for May 2011 

All: 

The activity for 108799 for May 2011 is as follows: 

LGE - Generation Steam - ($857,559.13) 
LGE - Generation Hydro - $3,741.00 
LGE - Gas Underground Storage - $1,786.54 
LGE - Gas Distribution - $1,230.42 
KU - Generation Steam - $85,818.85 

Thanks, 
Angela 

Attachment to Response to KU AG-1 Question No. 201 
Page 45 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

All: 

Crescente, Angela . 
Monday, June 06, 20111:20 PM 
Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 

108799 for May 2011 

The activity for 108799 for May 2011 is as follows: 

LGE - Generation Steam - ($857,559.13) 

LGE - Generation Hydro - $3,741.00 
LGE - Gas Underground Storage - $1,786.54 
LGE - Gas Distribution - $1,230.42 
KU - Generation Steam - $85,818.85 

Thanks, 
Angela 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

All: 

Crescente, Angela . 
Monday, June 06, 20111:20 PM 
Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 

108799 for May 2011 

The activity for 108799 for May 2011 is as follows: 

LGE - Generation Steam - ($857,559.13) 

LGE - Generation Hydro - $3,741.00 
LGE - Gas Underground Storage - $1,786.54 
LGE - Gas Distribution - $1,230.42 
KU - Generation Steam - $85,818.85 

Thanks, 
Angela 
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Crescente, Angela 

From: Puckett, Paul 
Sent: 
To: 

Thursday, June 02, 201110:43 AM 
Crescente, Angela 

Subject: RE: MC Landfill Expansion - 112767 

Angela, 
Those numbers still work for me. 

'II!. .'l'atd .'l'uclle/t 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:pauI.puckett@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, June 01, 2011 10: 13 AM 
To: Love, K Ji Pence, Marki Buckner, Mikei Van Winkle, Doni Puckett, Paul 
Subject: RE: MC Landfill Expansion - 112767 

Would you all mind sending me an email back if you are OK with this as well so that I can put this in the folder for 
documentation purposes so we will know what happened in case we have to look back at it 10 years from now? 

Thanks, 
Angela 

From: Heath, Rosie On Behalf Of Kirkland, Mike 
Sent: Wednesday, June 01, 2011 10:02 AM 
To: Love, K Ji Crescente, Angelai Pence, Marki Buckner, Mikei Van Winkle, Don 
Subject: RE: MC Landfill Expansion - 112767 

Mike is fine with this. 

Rosie Heath, Senior Secretary 
LG&E - Mill Creek Station 

lll1 502-933·6976 
Cell 502·338·6998 
tjd &'m As<~! 
My e-mail address has changed from rosie,heath@eon-us.com to rosle,heath@fge-ku,com. 

From: Love, K J 
Sent: Wednesday, May 25, 2011 3:14 PM 
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Crescente, Angela 

From: Puckett, Paul 
Sent: 
To: 

Thursday, June 02, 201110:43 AM 
Crescente, Angela 

Subject: RE: MC Landfill Expansion - 112767 

Angela, 
Those numbers still work for me. 

'II!. .'l'atd .'l'uclle/t 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:pauI.puckett@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, June 01, 2011 10: 13 AM 
To: Love, K Ji Pence, Marki Buckner, Mikei Van Winkle, Doni Puckett, Paul 
Subject: RE: MC Landfill Expansion - 112767 

Would you all mind sending me an email back if you are OK with this as well so that I can put this in the folder for 
documentation purposes so we will know what happened in case we have to look back at it 10 years from now? 

Thanks, 
Angela 

From: Heath, Rosie On Behalf Of Kirkland, Mike 
Sent: Wednesday, June 01, 2011 10:02 AM 
To: Love, K Ji Crescente, Angelai Pence, Marki Buckner, Mikei Van Winkle, Don 
Subject: RE: MC Landfill Expansion - 112767 

Mike is fine with this. 

Rosie Heath, Senior Secretary 
LG&E - Mill Creek Station 

lll1 502-933·6976 
Cell 502·338·6998 
tjd &'m As<~! 
My e-mail address has changed from rosie,heath@eon-us.com to rosle,heath@fge-ku,com. 

From: Love, K J 
Sent: Wednesday, May 25, 2011 3:14 PM 
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To: Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Pence, Mark 
Subject: FW: MC Landfill Expansion - 112767 

Angela explained this to me today, I told her I would have to consult with higher Plant management for any approval. 
Please advise. 

Thanks 

From: Crescente, Angela 
Sent: Wednesday, May 25,20111:11 PM 
To: Love, K J; Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

14.2 acres x $13,000 = $184,600. 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 

2 

To: Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Pence, Mark 
Subject: FW: MC Landfill Expansion - 112767 

Angela explained this to me today, I told her I would have to consult with higher Plant management for any approval. 
Please advise. 

Thanks 

From: Crescente, Angela 
Sent: Wednesday, May 25,20111:11 PM 
To: Love, K J; Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

14.2 acres x $13,000 = $184,600. 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 
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From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angela; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 6.1 acres 
In 2009: 2.9 acres 
In 2010: 5.2 acres 

14.2 acres 

Areas currently active: 
At/Near top 10 acres 
At/Near top 8 acres 
NE slope at levee 3 acres 
Cell at former Drive In 15 acres 

36 acres 

closed/retired prior to 2007. 

Acres 
142 

15 (add) 
157 This will require an accounting adjustment by Angela (et al.) 

157 
14 (subtract) 

143 

143 
---1§ (subtract) 
107 End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

?IJ. .7'atd .7'ttelle/t 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O.80x32010 
Louisville. KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@lge·ku.com 
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From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angela; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 6.1 acres 
In 2009: 2.9 acres 
In 2010: 5.2 acres 

14.2 acres 

Areas currently active: 
At/Near top 10 acres 
At/Near top 8 acres 
NE slope at levee 3 acres 
Cell at former Drive In 15 acres 

36 acres 

closed/retired prior to 2007. 

Acres 
142 

15 (add) 
157 This will require an accounting adjustment by Angela (et al.) 

157 
14 (subtract) 

143 

143 
---1§ (subtract) 
107 End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

?IJ. .7'atd .7'ttelle/t 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O.80x32010 
Louisville. KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@lge·ku.com 

3 

Attachment to Response to KU AG-1 Question No. 201 
Page 49 of 1014 
Charnas



Crescente, Angela 

From: Buckner, Mike 
Sent: Wednesday, June 01, 201110:31 AM 
To: 
Subject: 

Crescente, Angela; Love, K J; Pence, Mark; Van Winkle, Don; Puckett, Paul 
RE: MC Landfill Expansion - 112767 

Angela, 

I am in agreement with the changes for the Mill Creek Landfill Expansion charges. 

Mike Buckner 
Production Manager - Mill Creek Station 
LG&E and KU Energy LLC 
14660 Dixie Highway 
Louisville, KY 40272 
502-933-6515 

From: Crescente, Angela 
Sent: Wednesday, June 01, 2011 10: 13 AM 
To: Love, K J; Pence, Mark; Buckner, Mike; Van Winkle, Don; Puckett, Paul 
Subject: RE: MC Landfill Expansion - 112767 

Would you all mind sending me an email back if you are OK with this as well so that I can put this in the folder for 
documentation purposes so we will know what happened in case we have to look back at it 10 years from now? 

Thanks, 
Angela 

From: Heath, Rosie On Behalf Of Kirkland, Mike 
Sent: Wednesday, June 01, 2011 10:02 AM 
To: Love, K J; Crescente, Angela; Pence, Mark; Buckner, Mike; Van Winkle, Don 
Subject: RE: MC Landfill Expansion - 112767 

Mike is fine with this. 

Rosie Heath, Senior Secretary 
LG&E - Mill Creek Station 

~ 502-933·6976 
Cell 502-338·6998 
tJod i?te..!'..1 Tf". .. "I«a! 

My e-mail address has changed from rosie.heoth@eon-us.com to rosie,heath@lge·ku.(om. 
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Crescente, Angela 

From: Buckner, Mike 
Sent: Wednesday, June 01, 201110:31 AM 
To: 
Subject: 

Crescente, Angela; Love, K J; Pence, Mark; Van Winkle, Don; Puckett, Paul 
RE: MC Landfill Expansion - 112767 

Angela, 

I am in agreement with the changes for the Mill Creek Landfill Expansion charges. 

Mike Buckner 
Production Manager - Mill Creek Station 
LG&E and KU Energy LLC 
14660 Dixie Highway 
Louisville, KY 40272 
502-933-6515 

From: Crescente, Angela 
Sent: Wednesday, June 01, 2011 10: 13 AM 
To: Love, K J; Pence, Mark; Buckner, Mike; Van Winkle, Don; Puckett, Paul 
Subject: RE: MC Landfill Expansion - 112767 

Would you all mind sending me an email back if you are OK with this as well so that I can put this in the folder for 
documentation purposes so we will know what happened in case we have to look back at it 10 years from now? 

Thanks, 
Angela 

From: Heath, Rosie On Behalf Of Kirkland, Mike 
Sent: Wednesday, June 01, 2011 10:02 AM 
To: Love, K J; Crescente, Angela; Pence, Mark; Buckner, Mike; Van Winkle, Don 
Subject: RE: MC Landfill Expansion - 112767 

Mike is fine with this. 

Rosie Heath, Senior Secretary 
LG&E - Mill Creek Station 

~ 502-933·6976 
Cell 502-338·6998 
tJod i?te..!'..1 Tf". .. "I«a! 

My e-mail address has changed from rosie.heoth@eon-us.com to rosie,heath@lge·ku.(om. 
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From: Love, K J 
Sent: Wednesday, May 25,2011 3:14 PM 
To: Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Pence, Mark 
Subject: FW: MC Landfill Expansion - 112767 

Angela explained this to me today, I told her I would have to consult with higher Plant management for any approval. 
Please advise. 

Thanks 

From: Crescente, Angela 
Sent: Wednesday, May 25,20111:11 PM 
To: Love, K J; Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

14.2 acres x $13,000 = $184,600. 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 
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From: Love, K J 
Sent: Wednesday, May 25,2011 3:14 PM 
To: Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Pence, Mark 
Subject: FW: MC Landfill Expansion - 112767 

Angela explained this to me today, I told her I would have to consult with higher Plant management for any approval. 
Please advise. 

Thanks 

From: Crescente, Angela 
Sent: Wednesday, May 25,20111:11 PM 
To: Love, K J; Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

14.2 acres x $13,000 = $184,600. 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 
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From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angela; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 
In 2009: 
In 2010: 

Areas currently active: 
At/Near top 
At/Near top 
NE slope at levee 
Cell at former Drive In 

closed/retired prior to 2007. 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

10 acres 
8 acres 
3 acres 

15 acres 
36 acres 

, 

Acres 
142 
15 

157 

157 

---.H 
143 

143 

~ 
107 

(add) 
This will require an accounting adjustment by Angela (et al.) 

(subtract) 

(subtract) 
End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

'It!. .'l'a,d .'l'ttcliett 
Engineer ~ Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 3201 0 
Louisville. KY 40232 
(502) 627-4659 
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From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angela; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 
In 2009: 
In 2010: 

Areas currently active: 
At/Near top 
At/Near top 
NE slope at levee 
Cell at former Drive In 

closed/retired prior to 2007. 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

10 acres 
8 acres 
3 acres 

15 acres 
36 acres 

, 

Acres 
142 
15 

157 

157 

---.H 
143 

143 

~ 
107 

(add) 
This will require an accounting adjustment by Angela (et al.) 

(subtract) 

(subtract) 
End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

'It!. .'l'a,d .'l'ttcliett 
Engineer ~ Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 3201 0 
Louisville. KY 40232 
(502) 627-4659 
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(502) 217-4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul_puckett@lge-ku.com 

4 

(502) 217-4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul_puckett@lge-ku.com 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

SAB 99 memo Mill 
Creek Landfil ... 

Wiseman, Sara 
Saturday, July 09, 201110:57 AM 
Charnas, Shannon 
Crescente, Angela 
SAB 99 memo Mill Creek Landfill ARO 6-30-11.doc 

Shannon: I've made some changes based on your suggestions to this. I also put a comment in there regarding the 
budget coordinator review. I may still have to follow up on this based on what you think after you read the memo. But, 
I decided to go ahead and send this back to you today on the chance that you could look at the rest of memo. 

1 

Crescente, Angela 
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Cc: 
Subject: 

SAB 99 memo Mill 
Creek Landfil ... 
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Charnas, Shannon 
Crescente, Angela 
SAB 99 memo Mill Creek Landfill ARO 6-30-11.doc 

Shannon: I've made some changes based on your suggestions to this. I also put a comment in there regarding the 
budget coordinator review. I may still have to follow up on this based on what you think after you read the memo. But, 
I decided to go ahead and send this back to you today on the chance that you could look at the rest of memo. 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 54 of 1014 
Charnas



PPL companies 

MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 2011 

Valerie L. Scott, Controller 

Angela Crescente, Accounting Analyst III, Property Accounting 
Sara Wiseman, Manager, Property Accounting 

Mill Creek Landfill Asset Retirement Obligation 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Error 

During unitization of the LG&E Mill Creek landfill project (no. 112767), it was discovered that 
$857,559 had been charged in errol' to Account 108799 RWIP-ARO Legal (RWlP) instead of 
Account 107001 Construction Work in Progress (CWlP). The errol' amount accumulated over 
time from August 2007 through November 2010. The en'or occurred as the invoices covering 
the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The errol' was detected in May 
2011 and was corrected in that month via a journal entry. 

How Errol' Was Identified 

During the unitization process, the aAccounting aAnalyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWlP (account 108799) charges were a 
significant amount of the total project charges. The aAnalyst contacted plant and environmental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that a journal entry should be made to transfer $857,559 from RWIP to CWIP. 
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Ernst & Young 
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the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The errol' was detected in May 
2011 and was corrected in that month via a journal entry. 

How Errol' Was Identified 

During the unitization process, the aAccounting aAnalyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWlP (account 108799) charges were a 
significant amount of the total project charges. The aAnalyst contacted plant and environmental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that a journal entry should be made to transfer $857,559 from RWIP to CWIP. 
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June 20, 2011 
Page 2 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

[can we determine/document the root cause of the error? Was it due to lack of training or 
understanding by the person coding the invoices? If so, that seems to relate to the action plan. 

The root cause of the error was due to a lack of understanding by the employees coding the 
invoices. 

Controls Impacted 

Cycle 40.01-Acqusitions, Disposals and Retirement, Control Activity #6 states "Work Order 
Analvsis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted on 
the Propeliy Accounting Depmiment's shared drive (propacct on 'fs2':\POWERPLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements." One of the tasks on this checklist is to review the charges on the project to ensure 
they are proper for capitalization or retirement. It was during this review that the error was 
discovered. 

[Is there possibly another control that relates to Budget Coordinator review of the charges that 
could be referenced? We did have a control in the maintenance cycle but was eliminated in 
optimization. I had an email from Mimi on a different topic, but this was her response to 
essentially the same question: Entity Level Oblective 12.2 - Process for comparing actual operating 
results to budget and communicating the results to the appropriate individuals and the control for this 
objective - The current financial profitability reports (including essential key figures) are verified for 
plausibility. I've looked and can't find the entity level controls. Maybe you know? I can contact 
Mimi/James on Monday about it as well.l 

This error is determined to be an observation, rather than a deficiency. The error was detected 
during the unitization process, which was performed according to the control. Since this project 
was of a long duration, the charges were not reviewed by an Accounting Analyst until the project 
was complete, which is normal process. Charges may be reviewed earlier, but this is not 
required. Therefore, CA#6 in Cycle 40.01 functioned properly. 

To prevent future mistakes from occurring, several meetings were conducted in .lBHethe second 
quarter of 20 11 between Property Accounting, Environmental Affairs, Mill Creek plant 
personnel and Power Production Finance & Budgeting. During these meetings, the construction 
and retirement processes for the landfill wereas thoroughly reviewed and the applicable parties 
agreed to a methodology for the coding of invoices to begin immediately. Additionally, each 
month an Accounting Analyst reviews all projects on the RWIP subledger (account 108799) for 
reasonableness and contacts plant personnel for follow-up on questions as needed. [Is there 
specific evidence that can be used to support that the action plan to prevent future mistakes is 
being used? We do have an email from this past month] 

Periods Impacted (including quarter correction booked) 
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June 20, 2011 
Page 3 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

Year/Quarter Q1 Q2 
2011 X 
2010 X X 
2009 X X 

Q3 Q4 

X X 
X X 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(/i'OIll Error Correcting Entries file) 

3ME 03/31/11 3ME 03/31/11 
Fin Stmt Line Item Company _----"D""e"'b"'it __ -"C;bre",d",itL Debit Credit 

Construction in Progress LG&E 858 
Asset Retirement Obligations LG&E 858 

hG&€ 
hG&€ I I 

In this situation, a waived adjustment was not entered into the waived adjustment file, since there 
was no waived adjustment in the current period (02 2011) since the balance sheet was corrected~ 
+ when the above entry was recorded in May 2011 on the general ledger. The adjustment was 
discovered in May, which was too late to be included in the March 2011 waived adjustment file. 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, July 07, 201111:40 AM 
To: 
Subject: 

Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for June 2011 

All: 

The activity for 108799 for June 2011 is as follows: 

LGE - Generation Steam - $186,627.93 
LGE - Gas Distribution - $12,616.92 
KU - Generation Steam - $53,614.71 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, July 07, 201111:40 AM 
To: 
Subject: 

Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for June 2011 

All: 

The activity for 108799 for June 2011 is as follows: 

LGE - Generation Steam - $186,627.93 
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Angela 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Crescente, Angela 
Friday, July 01, 201110:31 AM 
Pence, Mark; Rose, Bruce 
Van Winkle, Don 
Project # 124083 - MC Coal Pile Retention Project 

After discussion with Don, it was decided that this particular project was not part of an ARO retirement. Although this 
pit is related to the 1 acre coal pile/limestone runoff pond that we have listed as an ARO, there is no plan to close/retire 
any portion of the pond itself. Therefore, no ARO retirement will be performed as part of this project. I just wanted to 
send this as documentation support for the AlP so that we remember this discussion in the future for auditing purposes. 

Don, please correct me if I have misstated anything. 

Thanks, 
Angela 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Tracking: 

You weren't on here ........... .. 

From: Erskine, Greg 

Crescente, Angela 
Thursday, June 30, 2011 2:59 PM 
Wiseman, Sara 
FW: ARO Footnote - 6/30/11 

Recipient 

Wiseman, Sara 

Sent: Thursday, June 30, 20111:20 PM 
To: Crescente, Angela 
Subject: ARO Footnote - 6/30/11 

Angela: 

Read 

Read: 7/1/2011 9:59 AM 

1 need to get information from you to complete the LKE, LG&E and KU sections of the ARO footnote that will appear in 
the 6/30/11 PPL Form 10-Q. I've attached a file that shows the information I need. Can you replace the question marks 
in the file with amounts and return the file to me by Monday, July 11, please? 

The file calls for a rollforward of the ARO liabilities for LKE, LG&E and KU for the six months ended 6/30/11 (in millions). 
It also calls for a split of the 6/30/11 ARO liability balances between current and noncurrent for LKE, LG&E and KU (also 
in millions). 

The 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file need to agree with the 
6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, LG&E and KU (in 
millions). 1 don't yet know the noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets, but I 
should know them on or near Friday, July 8. I will e-mail the balances to you when I know them. Please make sure that 
the 6/30/11 noncurrent balances that you put into the attached file equal the balances that I e-mail to you. 

Please do not change the beginning balances in the attached file. Also, please do not change any of the formulas I've 
put into the file. If you feel that you need to change the beginning balances or a formula, please contact me before you 
do anything. 

Please do not change the descriptions that appear in column A in the file and please do not add any new rows. PPL 
came up with the descriptions, and we can't change them. 

Some of the formulas in the attached file return #VALUE!. After you replace the question marks with the correct 
6/30/11 amounts, the #VALUE!s should go away. 

I included the split between current and noncurrent we reported at 12/31/10 in the attached file for your reference. 

Thanks, 

Greg 
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Book7,xlsx 

2 

Book7,xlsx 
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LKE CONSOLIDATED 06/22/11 
Asset Retirement Obligations 3:30 PM 
6ME 06/30/11 
06/30/11 Reporting 

LKE LG&E KU 

12131/10 balance 103 49 54 

Accretion expense ??? ??? ??? 
Obligations assumed in acquisition of LKE ??? ??? ??? 
Obligations assumed in acquisition of CN ??? ??? ??? 
ARO derecognized ??? ??? ??? 
New obligations incurred ??? ??? ??? 
Changes in estimated cash flow or settlement date ??? ??? ??? 
Effect of foreign currency exchange rates ??? ??? ??? 
Obligations settled ??? ??? ??? 

06/30/11 balance 103 49 54 

Balance-sheet classification at 06/30/11 : 
Current ??? ??? ??? 
Noncurrent ??? ??? ??? 

Totals #VALUEJ #VALUEJ #VALUEJ 

Balance-sheet classification at 12/31/10: 
Current 
Noncurrent 103 49 54 

Totals 103 49 54 
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Asset Retirement Obligations 3:30 PM 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Paul: 

Crescente, Angela 
Thursday, June 30, 2011 2:39 PM 
Puckett, Paul 
Buckner, Mike; Cecil, Ray; Cosby, David; Kirkland, Mike; Love, K J; Pence, Mark; Rose, 
Bruce; Van Winkle, Don; Winkler, Michael; Wiseman, Sara 
RE: MC Landfill Capital CWIP/ARO Allocation 

Thanks for your help. Not to worry, we used the best estimate we had at the time. It appears we are just looking at a 
change in estimate for expected cost of removal dollars to be spent while clOSing acres in a landfill. When Sara returns 
from vacation, I will discuss all of this with her so that we can discuss how to proceed. 

All: 

However, in regards to the drainage ditches, if that truly is work related to the draining of the active acres, not the 
closing of the 6.5 acres, then that should be considered investment (107001) work instead of ARO cost of removal. 
would think the budget would need to be adjusted to reflect this. If all of the soil purchased is for soil cover and seeding 
in order to close the 6.5 acres, then it appears that it should be charged to the ARO cost of removal (108799) account in 
addition to the placement and seeding of soil for $300K total. Please let me know if we are all in agreement. 

Please note, if we do revalue the landfill closure estimates, we will need support for the numbers so we will ask for a 
new estimated per acre number for our documentation. We will let you know if and when we need that. 

Thanks to everyone for their help, 
Angela 

From: Puckett, Paul 
Sent: Thursday, June 30, 201111:46 AM 
To: Crescente, Angela 
Cc: Buckner, Mike; Cecil, Ray; Cosby, David; Kirkland, Mike; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; 
Winkler, Michael 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 
Looking back at the work we did earlier this year, I believe we determined the landfill area that was previously closed 
(107 acres) and took the ARO value associated with it and determined that the average value per acre for closure (which 
was primarily spreading soil and seeding) to be about $13,000. 

Based on what Kevin sent most recently, the estimate of $13,OOO/acre for placement and seeding that we had decided 
on appears very low, but not as low as the initial look might have indicated. I would suggest that his $150,000 value for 
Charah's Time & Materials estimate for "Placement and seeding of soil" works out to about $23,100 per acre and is 
comparable to the tasks we had assumed were aSSOCiated with most of the landfill closure. That's about twice as much 
as the $13,OOO/acre we had decided on previously. It's not as close as I'd like but maybe considering the time-value of 
money makes the difference look less pronounced. (I'm probably whistling in the dark here.) 
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closing of the 6.5 acres, then that should be considered investment (107001) work instead of ARO cost of removal. 
would think the budget would need to be adjusted to reflect this. If all of the soil purchased is for soil cover and seeding 
in order to close the 6.5 acres, then it appears that it should be charged to the ARO cost of removal (108799) account in 
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new estimated per acre number for our documentation. We will let you know if and when we need that. 

Thanks to everyone for their help, 
Angela 

From: Puckett, Paul 
Sent: Thursday, June 30, 201111:46 AM 
To: Crescente, Angela 
Cc: Buckner, Mike; Cecil, Ray; Cosby, David; Kirkland, Mike; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; 
Winkler, Michael 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 
Looking back at the work we did earlier this year, I believe we determined the landfill area that was previously closed 
(107 acres) and took the ARO value associated with it and determined that the average value per acre for closure (which 
was primarily spreading soil and seeding) to be about $13,000. 

Based on what Kevin sent most recently, the estimate of $13,OOO/acre for placement and seeding that we had decided 
on appears very low, but not as low as the initial look might have indicated. I would suggest that his $150,000 value for 
Charah's Time & Materials estimate for "Placement and seeding of soil" works out to about $23,100 per acre and is 
comparable to the tasks we had assumed were aSSOCiated with most of the landfill closure. That's about twice as much 
as the $13,OOO/acre we had decided on previously. It's not as close as I'd like but maybe considering the time-value of 
money makes the difference look less pronounced. (I'm probably whistling in the dark here.) 
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I don't know the details of Charah's contract, but if it details a value for placement & seeding per acre, that is probably a 
better value on which to hang our hats going forward. 

Additionally, I'd note that the previous retirement portions of the landfill area probably didn't include as much of things 
like flumes because the portion within the railroad loop (Site B, 50 acres of the 107 total acres retired) was finished to 
grade and didn't need a lot of investments in drainage (like ditches and flumes). Also, in the earliest phases of the 
landfill, we had lots of soils from excavations that we could use for cover materials and our cover requirements were not 
as selective. As a result, we could use what we had indiscriminately. 

Unfortunately, as construction proceeds, much of the soils with "preferred" characteristics (like clays) in the stockpiles 
of what had been excavated has been preferentially used. This process tends to leave us without enough of the 
"preferred" soil types as the process gets closer to the end so we have to buy the soils with engineering properties that 
we need. We wouldn't have needed to do that at first because the cover soil properties were not very well defined in 
our early permits, but going forward, it will be probably necessary to be selective of the types of cover soils that we use. 
I would suggest that need is reflected in Kevin's $150,000 figure for the "Cost of Soil". 

One other factor that will drive the per acre closure costs up is that we are under pressure to have smaller areas of the 
landfill open at anyone time and our available working space is smaller. Since landfill work allows significant advantages 
for larger scale operations, reducing the amount of area that can be open at anyone time forces all per acre costs to be 
higher. 

Bottom line is that we should probably adjust our per acre closure cost upward from $13,000. I don't know exactly what 
that figure should be, but it sure needs to be a lot higher. I apologize for not recognizing that in March when we first 
visited this issue. 

Let me know if we should discuss the issue further. 

'II!. :i'atd :i',tcilett 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@Jge-ku.com 

From: Love, K J 
Sent: Thursday, June 30, 2011 10:35 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Angela, 

The 2011 landfill cost estimates is: 

Construction of six type two ditches and plumes, 
(Based on MCjCharah contract agreement) 

Placement and seeding of soil, approx 12K y3. 

$289,900 

$150,000 
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I don't know the details of Charah's contract, but if it details a value for placement & seeding per acre, that is probably a 
better value on which to hang our hats going forward. 

Additionally, I'd note that the previous retirement portions of the landfill area probably didn't include as much of things 
like flumes because the portion within the railroad loop (Site B, 50 acres of the 107 total acres retired) was finished to 
grade and didn't need a lot of investments in drainage (like ditches and flumes). Also, in the earliest phases of the 
landfill, we had lots of soils from excavations that we could use for cover materials and our cover requirements were not 
as selective. As a result, we could use what we had indiscriminately. 

Unfortunately, as construction proceeds, much of the soils with "preferred" characteristics (like clays) in the stockpiles 
of what had been excavated has been preferentially used. This process tends to leave us without enough of the 
"preferred" soil types as the process gets closer to the end so we have to buy the soils with engineering properties that 
we need. We wouldn't have needed to do that at first because the cover soil properties were not very well defined in 
our early permits, but going forward, it will be probably necessary to be selective of the types of cover soils that we use. 
I would suggest that need is reflected in Kevin's $150,000 figure for the "Cost of Soil". 

One other factor that will drive the per acre closure costs up is that we are under pressure to have smaller areas of the 
landfill open at anyone time and our available working space is smaller. Since landfill work allows significant advantages 
for larger scale operations, reducing the amount of area that can be open at anyone time forces all per acre costs to be 
higher. 

Bottom line is that we should probably adjust our per acre closure cost upward from $13,000. I don't know exactly what 
that figure should be, but it sure needs to be a lot higher. I apologize for not recognizing that in March when we first 
visited this issue. 

Let me know if we should discuss the issue further. 

'II!. :i'atd :i',tcilett 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@Jge-ku.com 

From: Love, K J 
Sent: Thursday, June 30, 2011 10:35 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Angela, 

The 2011 landfill cost estimates is: 

Construction of six type two ditches and plumes, 
(Based on MCjCharah contract agreement) 

Placement and seeding of soil, approx 12K y3. 

$289,900 

$150,000 
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Based on Charah estimate T & M. 

Cost of soil. $150,000 
Based on estimate 12K y3 at $10.00jy3 w/contingency. 

The total of $662K considered contingency and the possibility that the cost associated with purchasing soil could be 
considerably more than the estimate. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:52 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ ARO Allocation 

KJ, 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs associated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
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Based on Charah estimate T & M. 

Cost of soil. $150,000 
Based on estimate 12K y3 at $10.00jy3 w/contingency. 

The total of $662K considered contingency and the possibility that the cost associated with purchasing soil could be 
considerably more than the estimate. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:52 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ ARO Allocation 

KJ, 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs associated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
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Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10jy3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 
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Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10jy3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 
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Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that J had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

J was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

CJJaWi L. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 201110:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIP/ARO Allocation 

5 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that J had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

J was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

CJJaWi L. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 201110:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIP/ARO Allocation 
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FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARG. I 
discovered that our project proponent had not been forecasting the CWIP/ARG properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARG. I 
discovered that our project proponent had not been forecasting the CWIP/ARG properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Angela, 

Puckett, Paul 
Thursday, June 30, 201111:46 AM 
Crescente, Angela 
Buckner, Mike; Cecil, Ray; Cosby, David; Kirkland, Mike; Love, K J; Pence, Mark; Rose, 
Bruce; Van Winkle, Don; Winkler, Michael 
RE: MC Landfill Capital CWIPjARO Allocation 

Looking back at the work we did earlier this year, I believe we determined the landfill area that was previously closed 
(107 acres) and took the ARO value associated with it and determined that the average value per acre for closure (which 
was primarily spreading soil and seeding) to be about $13,000. 

Based on what Kevin sent most recently, the estimate of $13,OOOjacre for placement and seeding that we had decided 
on appears very low, but not as low as the initial look might have indicated. I would suggest that his $150,000 value for 
Charah's Time & Materials estimate for "Placement and seeding of soil" works out to about $23,100 per acre and is 
comparable to the tasks we had assumed were associated with most of the landfill closure. That's about twice as much 
as the $13,OOOjacre we had decided on previously. It's not as close as I'd like but maybe considering the time-value of 
money makes the difference look less pronounced. (I'm probably whistling in the dark here.) 

I don't know the details of Charah's contract, but if it details a value for placement & seeding per acre, that is probably a 
better value on which to hang our hats going forward. 

Additionally, I'd note that the previous retirement portions of the landfill area probably didn't include as much of things 
like flumes because the portion within the railroad loop (Site B, 50 acres of the 107 total acres retired) was finished to 
grade and didn't need a lot of investments in drainage (like ditches and flumes). Also, in the earliest phases of the 
landfill, we had lots of soils from excavations that we could use for cover materials and our cover requirements were not 
as selective. As a result, we could use what we had indiscriminately. 

Unfortunately, as construction proceeds, much of the soils with "preferred" characteristics (like clays) in the stockpiles 
of what had been excavated has been preferentially used. This process tends to leave us without enough of the 
"preferred" soil types as the process gets closer to the end so we have to buy the soils with engineering properties that 
we need. We wouldn't have needed to do that at first because the cover soil properties were not very well defined in 
our early permits, but going forward, it will be probably necessary to be selective of the types of cover soils that we use. 
I would suggest that need is reflected in Kevin's $150,000 figure for the "Cost of Soil". 

One other factor that will drive the per acre closure costs up is that we are under pressure to have smaller areas of the 
landfill open at anyone time and our available working space is smaller. Since landfill work allows significant advantages 
for larger scale operations, reducing the amount of area that can be open at anyone time forces all per acre costs to be 
higher. 

Bottom line is that we should probably adjust our per acre closure cost upward from $13,000. I don't know exactly what 
that figure should be, but it sure needs to be a lot higher. I apologize for not recognizing that in March when we first 
visited this issue. 

Let me know if we should discuss the issue further. 

2tJ. :l'atd :l'ttcllelt 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Angela, 

Puckett, Paul 
Thursday, June 30, 201111:46 AM 
Crescente, Angela 
Buckner, Mike; Cecil, Ray; Cosby, David; Kirkland, Mike; Love, K J; Pence, Mark; Rose, 
Bruce; Van Winkle, Don; Winkler, Michael 
RE: MC Landfill Capital CWIPjARO Allocation 

Looking back at the work we did earlier this year, I believe we determined the landfill area that was previously closed 
(107 acres) and took the ARO value associated with it and determined that the average value per acre for closure (which 
was primarily spreading soil and seeding) to be about $13,000. 

Based on what Kevin sent most recently, the estimate of $13,OOOjacre for placement and seeding that we had decided 
on appears very low, but not as low as the initial look might have indicated. I would suggest that his $150,000 value for 
Charah's Time & Materials estimate for "Placement and seeding of soil" works out to about $23,100 per acre and is 
comparable to the tasks we had assumed were associated with most of the landfill closure. That's about twice as much 
as the $13,OOOjacre we had decided on previously. It's not as close as I'd like but maybe considering the time-value of 
money makes the difference look less pronounced. (I'm probably whistling in the dark here.) 

I don't know the details of Charah's contract, but if it details a value for placement & seeding per acre, that is probably a 
better value on which to hang our hats going forward. 

Additionally, I'd note that the previous retirement portions of the landfill area probably didn't include as much of things 
like flumes because the portion within the railroad loop (Site B, 50 acres of the 107 total acres retired) was finished to 
grade and didn't need a lot of investments in drainage (like ditches and flumes). Also, in the earliest phases of the 
landfill, we had lots of soils from excavations that we could use for cover materials and our cover requirements were not 
as selective. As a result, we could use what we had indiscriminately. 

Unfortunately, as construction proceeds, much of the soils with "preferred" characteristics (like clays) in the stockpiles 
of what had been excavated has been preferentially used. This process tends to leave us without enough of the 
"preferred" soil types as the process gets closer to the end so we have to buy the soils with engineering properties that 
we need. We wouldn't have needed to do that at first because the cover soil properties were not very well defined in 
our early permits, but going forward, it will be probably necessary to be selective of the types of cover soils that we use. 
I would suggest that need is reflected in Kevin's $150,000 figure for the "Cost of Soil". 

One other factor that will drive the per acre closure costs up is that we are under pressure to have smaller areas of the 
landfill open at anyone time and our available working space is smaller. Since landfill work allows significant advantages 
for larger scale operations, reducing the amount of area that can be open at anyone time forces all per acre costs to be 
higher. 

Bottom line is that we should probably adjust our per acre closure cost upward from $13,000. I don't know exactly what 
that figure should be, but it sure needs to be a lot higher. I apologize for not recognizing that in March when we first 
visited this issue. 

Let me know if we should discuss the issue further. 

2tJ. :l'atd :l'ttcllelt 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
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220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627-4659 
(502) 217-4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul.pucketf@lge-ku.com 

From: Love, K J 
Sent: Thursday, June 30, 2011 10:35 AM 
To: Crescente, Angela 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Pence, Marki Puckett, Pauli Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 

The 2011 landfill cost estimates is: 

construction of six type two ditches and plumes, 
(Based on MC/Charah contract agreement) 

Placement and seeding of soil, approx 12K y3, 
Based on Charah estimate T & M, 

Cost of soil. 
Based on estimate 12K y3 at $1O,00/y3 w/contingency. 

$289,900 

$150,000 

$150,000 

The total of $662K considered contingency and the possibility that the cost associated with purchasing soil could be 
considerably more than the estimate. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:52 AM 
To: Love, KJ 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Pence, Marki Puckett, Pauli Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

KJ, 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs associated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
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220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627-4659 
(502) 217-4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul.pucketf@lge-ku.com 

From: Love, K J 
Sent: Thursday, June 30, 2011 10:35 AM 
To: Crescente, Angela 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Pence, Marki Puckett, Pauli Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 

The 2011 landfill cost estimates is: 

construction of six type two ditches and plumes, 
(Based on MC/Charah contract agreement) 

Placement and seeding of soil, approx 12K y3, 
Based on Charah estimate T & M, 

Cost of soil. 
Based on estimate 12K y3 at $1O,00/y3 w/contingency. 

$289,900 

$150,000 

$150,000 

The total of $662K considered contingency and the possibility that the cost associated with purchasing soil could be 
considerably more than the estimate. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:52 AM 
To: Love, KJ 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Pence, Marki Puckett, Pauli Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

KJ, 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs associated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
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To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, KJ 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
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To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, KJ 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
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Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ ARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 
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Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ ARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 
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Mark. 

I was talking to Angela today about ARO information. For the MC landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(j)avUf £. cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC landfill Capital CWIP/ARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Mark. 

I was talking to Angela today about ARO information. For the MC landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(j)avUf £. cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC landfill Capital CWIP/ARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Crescente, Angela 

From: Love, KJ 
Sent: 
To: 

Thursday, June 30, 201110:35 AM 
Crescente, Angela 

Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; 
Puckett, Paul; Rose, Bruce 

Subject: RE: MC Landfill Capital CWIP / ARO Allocation 

Angela, 

The 2011 landfill cost estimates is: 

Construction of six type two ditches and plumes. 
(Based on MC/Charah contract agreement) 

Placement and seeding of soil, approx 12K y3. 
Based on Charah estimate T & M. 

Cost of soil. 
Based on estimate 12K y3 at $10.00/y3 w/contingency. 

$289,900 

$150,000 

$150,000 

The total of $662K considered contingency and the possibility that the cost associated with purchasing soil could be 
considerably more than the estimate. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:52 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

KJ, 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs aSSOCiated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Crescente, Angela 

From: Love, KJ 
Sent: 
To: 

Thursday, June 30, 201110:35 AM 
Crescente, Angela 

Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; 
Puckett, Paul; Rose, Bruce 

Subject: RE: MC Landfill Capital CWIP / ARO Allocation 

Angela, 

The 2011 landfill cost estimates is: 

Construction of six type two ditches and plumes. 
(Based on MC/Charah contract agreement) 

Placement and seeding of soil, approx 12K y3. 
Based on Charah estimate T & M. 

Cost of soil. 
Based on estimate 12K y3 at $10.00/y3 w/contingency. 

$289,900 

$150,000 

$150,000 

The total of $662K considered contingency and the possibility that the cost associated with purchasing soil could be 
considerably more than the estimate. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:52 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

KJ, 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs aSSOCiated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 
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KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPj ARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

KJ, 

Approximately how many acres are you planning on cloSing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

2 

KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPj ARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

KJ, 

Approximately how many acres are you planning on cloSing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 
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Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3:10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ ARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 
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Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3:10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ ARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 
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What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

!JJavU[ £. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIPjARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

!JJavU[ £. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIPjARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Hi Bill, 

I have attached a list for you. 

Thanks, 
Angela 

From: Yeary, William 

Crescente, Angela 
Thursday, June 30, 201110:26 AM 
Yeary, William 
RE: ARO List 
List of AROs.xlsx 

Sent: Thursday, June 30, 2011 10: 11 AM 
To: Crescente, Angela 
Subject: ARO List 

Angela, 

Do you have an actual list of what was identified by the plant as ARO? If so can you send me a copy of it. 

'Biffyeary III <>< 
Sr. Budget Analyst 
E. W. Brown Plant 
Phone: 859-748-4407 
Cell: 859-265-7657 
Fax: 502-217-2688 
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ARO Description 

Canal (Retired)-ASB 

CR Ash Pond 

CR Coal Storage 

CR Environmental Ponds 

CR GSU Spare 

CR GSU Unit4 

CR GSU Unit 5 

CR GSU Unit 6 

CR Landfill 

CR Nuclear Sources 

CR Sewage Treatment Plant 

CR Unit 1 (Retired)-ASB 

CR Unit 2 (Retired)-ASB 

CR Unit 3 (Retired)-ASB 

CR Unit 4-ASB 

CR Unit 5-ASB 

CR Unit 6-ASB 

MCAsh Pond 

MC Chemical Storage 

MC Coal Storage 

MC Environmental Ponds 

MCGSU Spare 

MC GSU Unit 1 

MC GSU Unit 2 

MCGSU Unit 3 

MC GSU Unit 4 

MC Landfill 

MC Nuclear Sources 

MC Oil Storage 

MC Unit 1-ASB 

MC Unit 2-ASB 

MC Unit 3-ASB 

MC Unit 4-ASB 

Ohio Falls-ASB 

Paddy's Run-ASB 

TC Ash Pond 

TC Chemical Storage 

TC Coal Storage 

TC Environmental Ponds 

TC Nuclear Sources 

TC Sewage Treatment Plant 

Zorn-ASB 

LGE Trans Subs (11)-ASB 
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ARO Description 

LGE Dist Subs (66)-ASB 

Manholes-ASB 

Center GSF UGS (Wells) 

CityGateDR237900-Dist-ASB 

CityGatePR237900-Dist-ASB 

Doe Run 235300-UGS-ASB 

Doe Run GSF UGS (Wells) 

GasMain&ServAbandon-Dist 

Magnolia 235120-UGS-ASB 

Magnolia 235300-UGS-ASB 

Magnolia 235600-UGS-ASB 

Magnolia GSF UGS (Wells) 

Muldraugh 235120-UGS-ASB 

Muldraugh 235300-UGS-ASB 

Muldraugh 235600-UGS-ASB 

Muldraugh 237520-Dist-ASB 

Muldraugh GSF UGS (Wells) 

Riggs Junc 235120-UGS-ASB 

Seventh&O-ComGenPln-ASB 
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ARO Description 

BR Ash Pond 

BR Auxiliary Pond 

BR Coal Storage 

BR Lab 

BR Nuclear Sources 

BR Oil Storage 

BR Oil Storage CT - OP 

BR Unit i-ASB 

BR Unit 2-ASB 

BR Unit 3-ASB 

Dix Dam-Hydro-ASB 

Ghent 1 Scrubber Gypsum Stack 

Ghent Ash Pond 

Ghent Chemical Storage 

Ghent Coal Storage 

Ghent Environmental Ponds 

Ghent GSU Spare 

Ghent GSU Unit 1 

Ghent GSU Unit 2 

Ghent GSU Unit 3 

Ghent GSU Unit 4 

Ghent Nuclear Sources 

Ghent Oil Storage 

Ghent Sewage Treatment Plant 

Ghent Unit i-ASB 

Ghent Unit 2-ASB 

Ghent Unit 3-ASB 

Ghent Unit 4-ASB 

GR Ash Pond 

GR Chemical Storage 

GR Coal Storage 

GR GSU Spare 

GR GSU Unit 3 

GRGSU Unit 4 

GR GSU Units 1 & 2 

GR Limestone Silo 

GR Oil Storage 

GR Sewage Treatment Plant 

GR Unit i-ASB 

GR Unit 2-ASB 

GR Unit 3-ASB 

GR Unit 4-ASB 

Pineville Ash Pond 
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Pineville-ASB 

TV Ash Pond 

ARO Description 

TV Chemical Storage 

TV Coal Storage 

TV Oil Storage 

TV Service Water Pump Struct 

TV Sewage Treatment Plant 

TV Unit 1 (Retiredj-ASB 

TY Unit 2 (Retiredj-ASB 

TV Unit 3-ASB 

KU Trans Subs (69j-ASB 

Big Stone Gap Sub-Dist-ASB 

KU Dist Subs (478j-ASB 

KU General Facilities-ASB 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

KJ, 

Crescente, Angela 
Thursday, June 30, 2011 9:52 AM 
Love, K J 
Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; 
Puckett, Paul; Rose, Bruce 
RE: MC Landfill Capital CWIP/ARO Allocation 

Bruce and I discussed it and based on our understanding of the purpose of drainage ditches, we would expect all of the 
costs associated with the drainage ditches to be capital investment dollars. The drainage ditches would only be used for 
the active landfill, not associated with any retired portion. How much of the money would be associated with the 
drainage ditches and how much would strictly be cover soil and seed? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 9:35 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

KJ, 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our MC Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Angela, 

Approximately 6.5 acres. 
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Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 20117 We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, KJ 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIP/ARO Allocation 
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Kevin. 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(])avUf £. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627 -2499 
david. cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

3 

Kevin. 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(])avUf £. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627 -2499 
david. cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 10:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

3 

Attachment to Response to KU AG-1 Question No. 201 
Page 85 of 1014 
Charnas



Crescente, Angela 

From: Raque, Gary 
Sent: 
To: 

Tuesday, May 03, 2011 2:56 PM 
Crescente, Angela 

Subject: RE: Ohio Falls project #'s 

Will do thanks Angela 

From: Crescente, Angela 
Sent: Tuesday, May 03, 2011 2:54 PM 
To: Raque, Gary 
Subject: RE: Ohio Falls project #'s 

Gary, 

I have created a task on each project called "CP ASBESTOS" for all removal costs associated with asbestos removal to be 
charged to. Asbestos removal is defined as any removal activity that is part of the legal requirement to remove and 
dispose of asbestos in a certain manner. Any removal costs that are not related to asbestos removal should be charged 
the regular removal task (account 108901). Please feel free to call if you have any questions. 

Thanks, 
Angela 

From: Raque, Gary 
Sent: Thursday, April 28, 2011 3:19 PM 
To: Crescente, Angela 
Subject: Ohio Falls project #'s 

Angela, 
Each of the projects are related to one of the 6 (remaining) units being refurbished. 

Project # 127090 (Unit 3) 
Project # 127091 (Unit 4) 
Project # 127092 (Unit 5) 
Project # 127095 (Unit 8) 
Project # 127201 (Unit 1) 
Project # 127202 (Unit 2) 

Gary Raque 
LG&E and KU Energy LLC 
Project Engineering 
BOC3 
Phone: (502) 627-3241 

1 
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Crescente. Angela 

From: 
Sent: 
To: 
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Gary, 

Crescente, Angela 
Tuesday, May 03, 2011 2:54 PM 
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LG&E and KU Energy LLC 
Project Engineering 
BOC3 
Phone: (502) 627-3241 
Fax: (502) 217-2801 
gary.raque@lge-ku,com 
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Crescente, Angela 

From: 
Sent 
To: 
Subject: 

Corey, 

Crescente, Angela 
Tuesday, May 03, 2011 8:50 AM 
Koellner, Corey 
RE: KU ARO Regulatory Assets 

Yes, these items should be netted against the debits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Tuesday, May 03, 2011 8:45 AM 
To: Crescente, Angela 
Subject: KU ARO Regulatory Assets 

Angela-

I'm preparing the KU regulatory asset information that will be included in the Form 3 filing. I identified these ARO assets with credit activity in lQll: 

Account Account JeName Line Description 
182317 OTHER REGULATORY ASSETS ARO- J408-0 II 0-0 III Adjustment USD 01- Journal Import Created 

GENERATION JAN-11 
182317 OTHER REGULATORY ASSETS ARO- J412-0110-0211 Adjustment USD 01- Journal Import Created 

GENERATION FEB-11 
182317 OTHER REGULATORY ASSETS ARO- J419-0 II 0-0311 Adjustment USD 01- J ournaJ Import Created 

GENERATION MAR-11 
182317 OTHER REGULATORY ASSETS ARO - PP ARO USD Ol-MAR-II JournaJ Import Created 

GENERATION 

Could you let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks, 

1 

Debits 
0.00 

0.00 

0.00 

1,085,757.83 

Crescente, Angela 

From: 
Sent 
To: 
Subject: 

Corey, 

Crescente, Angela 
Tuesday, May 03, 2011 8:50 AM 
Koellner, Corey 
RE: KU ARO Regulatory Assets 

Yes, these items should be netted against the debits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Tuesday, May 03, 2011 8:45 AM 
To: Crescente, Angela 
Subject: KU ARO Regulatory Assets 

Angela-

I'm preparing the KU regulatory asset information that will be included in the Form 3 filing. I identified these ARO assets with credit activity in lQll: 

Account Account JeName Line Description 
182317 OTHER REGULATORY ASSETS ARO- J408-0 II 0-0 III Adjustment USD 01- Journal Import Created 

GENERATION JAN-11 
182317 OTHER REGULATORY ASSETS ARO- J412-0110-0211 Adjustment USD 01- Journal Import Created 

GENERATION FEB-11 
182317 OTHER REGULATORY ASSETS ARO- J419-0 II 0-0311 Adjustment USD 01- J ournaJ Import Created 

GENERATION MAR-11 
182317 OTHER REGULATORY ASSETS ARO - PP ARO USD Ol-MAR-II JournaJ Import Created 

GENERATION 

Could you let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks, 

1 

Debits 
0.00 

0.00 

0.00 

1,085,757.83 
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Crescente. Angela 

From: 
Sent: 
To: 
Subject: 

Angela -

Koellner, Corey 
Tuesday, May 03, 2011 8:45 AM 
Crescente, Angela 
KU ARO Regulatory Assets 

I'm preparing the KU regulatory asset information that will be included in the Form 3 filing. I identified these ARO assets with credit activity in lQll: 

Account Account JeName Line Description 
182317 OTHER REGULATORY ASSETS ARO- J408-0110-011I Adjustment USD 01- J ourna! Import Created 

GENERATION JAN-11 
182317 OTHER REGULATORY ASSETS ARO- J412-0110-0211 Adjustment USD 01- Journal Import Created 

GENERATION FEB-11 
182317 OTHER REGULATORY ASSETS ARO- J419-0110-0311 Adjustment USD 01- J ourna! Import Created 

GENERATION MAR-11 
182317 OTHER REGULATORY ASSETS ARO- PP ARO USD OI-MAR-11 J ourna! Import Created 

GENERATION 

Could you let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks, 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

1 

Debits 
0.00 

0.00 

0.00 

1,085,757.83 

Crescente. Angela 

From: 
Sent: 
To: 
Subject: 

Angela -

Koellner, Corey 
Tuesday, May 03, 2011 8:45 AM 
Crescente, Angela 
KU ARO Regulatory Assets 

I'm preparing the KU regulatory asset information that will be included in the Form 3 filing. I identified these ARO assets with credit activity in lQll: 

Account Account JeName Line Description 
182317 OTHER REGULATORY ASSETS ARO- J408-0110-011I Adjustment USD 01- J ourna! Import Created 

GENERATION JAN-11 
182317 OTHER REGULATORY ASSETS ARO- J412-0110-0211 Adjustment USD 01- Journal Import Created 

GENERATION FEB-11 
182317 OTHER REGULATORY ASSETS ARO- J419-0110-0311 Adjustment USD 01- J ourna! Import Created 

GENERATION MAR-11 
182317 OTHER REGULATORY ASSETS ARO- PP ARO USD OI-MAR-11 J ourna! Import Created 

GENERATION 

Could you let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks, 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

1 

Debits 
0.00 

0.00 

0.00 

1,085,757.83 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Wednesday, April 06, 201110:53 AM 
To: 
Subject: 

Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for March 2011 

All: 

The activity for 108799 for March 2011 is as follows: 

LGE - Generation Steam - $11,805.98 
LGE - Generation Hydro - ($10,932.18) 
LGE - Gas Distribution - $55,116.97 

KU - Electric Distribution - ($2,101.93) 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: Wednesday, April 06, 201110:53 AM 
To: 
Subject: 

Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for March 2011 

All: 

The activity for 108799 for March 2011 is as follows: 

LGE - Generation Steam - $11,805.98 
LGE - Generation Hydro - ($10,932.18) 
LGE - Gas Distribution - $55,116.97 

KU - Electric Distribution - ($2,101.93) 

Thanks, 
Angela 
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Crescente. Angela 

From: Williams, Scott 
Sent: 
To: 

Monday, February 28, 2011 3:39 PM 
Crescente, Angela 

Subject: RE: Federal Return Requests-LGE & KU 

The schedule she prepared was earlier in the year before she got your numbers, she has what you do so that part is ok. 

From: Crescente, Angela 
Sent: Monday, February 28, 2011 3:37 PM 
To: Williams, Scott 
Subject: RE: Federal Return Requests-LGE & KU 

Do you know what schedule she was looking at before? I don't remember sending a revised schedule to her. Should I 
be concerned? Do you need anything else from me? 

From: Williams, Scott 
Sent: Monday, February 28, 2011 3:35 PM 
To: Crescente, Angela 
Subject: RE: Federal Return Requests-LGE & KU 

Thanks, I got with Sharon, she does have a revised schedule that ties to your numbers. 

From: Crescente, Angela 
Sent: Monday, February 28, 2011 2:43 PM 
To: Williams, Scott 
Subject: FW: Federal Return Requests-LGE & KU 

Scott: 

I am sorry, I can't seem to find the number that you said Sharon had, but this is what I sent to her. My number matches 
yours. Please let me know if there is anything else I can help with. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, February 17, 2011 4:25 PM 
To: Bloat, Sharon 
Cc: Wiseman, Sara; Harrington, Anne 
Subject: FW: Federal Return Requests-LGE & KU 

Sharon: 

1 

Crescente. Angela 

From: Williams, Scott 
Sent: 
To: 

Monday, February 28, 2011 3:39 PM 
Crescente, Angela 

Subject: RE: Federal Return Requests-LGE & KU 

The schedule she prepared was earlier in the year before she got your numbers, she has what you do so that part is ok. 

From: Crescente, Angela 
Sent: Monday, February 28, 2011 3:37 PM 
To: Williams, Scott 
Subject: RE: Federal Return Requests-LGE & KU 

Do you know what schedule she was looking at before? I don't remember sending a revised schedule to her. Should I 
be concerned? Do you need anything else from me? 

From: Williams, Scott 
Sent: Monday, February 28, 2011 3:35 PM 
To: Crescente, Angela 
Subject: RE: Federal Return Requests-LGE & KU 

Thanks, I got with Sharon, she does have a revised schedule that ties to your numbers. 

From: Crescente, Angela 
Sent: Monday, February 28, 2011 2:43 PM 
To: Williams, Scott 
Subject: FW: Federal Return Requests-LGE & KU 

Scott: 

I am sorry, I can't seem to find the number that you said Sharon had, but this is what I sent to her. My number matches 
yours. Please let me know if there is anything else I can help with. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, February 17, 2011 4:25 PM 
To: Bloat, Sharon 
Cc: Wiseman, Sara; Harrington, Anne 
Subject: FW: Federal Return Requests-LGE & KU 

Sharon: 
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Please see the attached: 

« File: ARO Support - LGE KU - Sharon Bloat 2010.xlsx » 

Please note, for convenience, I added the ARO Rollforward to the one excel file instead of splitting it into two like last 
year. Also, there was no need for a closed cost of removal tab for 2010. 

Thanks, 
Angela 

From: Bloat, Sharon 
Sent: Tuesday, January 25, 2011 2:59 PM 
To: Crescente, Angela 
Cc: Wiseman, Sara; Harrington, Anne 
Subject: Federal Return Requests-LGE & KU 

Angela, 

Attached are two files that you prepared last year for FAS 143 ARO. If you would, please send us the file for 2010 for 
both LGE & KU. 

Also, will this information be in two parts? Closing 10/31/10 and Closing 12/31/107 

If possible, can we get this information by February 25th? If you have any questions, please let me know. 

Thanks in advance for your time and cooperation. 

Sharon 
Corp Tax 
Ext 2686 

« File: ARO Rollforward LGE KU Balance Ended Dec 09-AngelaCrescente.xls» «File: ARO Support - LGE & KU­
AngelaCrescente .xls » 

2 

Please see the attached: 

« File: ARO Support - LGE KU - Sharon Bloat 2010.xlsx » 

Please note, for convenience, I added the ARO Rollforward to the one excel file instead of splitting it into two like last 
year. Also, there was no need for a closed cost of removal tab for 2010. 

Thanks, 
Angela 

From: Bloat, Sharon 
Sent: Tuesday, January 25, 2011 2:59 PM 
To: Crescente, Angela 
Cc: Wiseman, Sara; Harrington, Anne 
Subject: Federal Return Requests-LGE & KU 

Angela, 

Attached are two files that you prepared last year for FAS 143 ARO. If you would, please send us the file for 2010 for 
both LGE & KU. 

Also, will this information be in two parts? Closing 10/31/10 and Closing 12/31/107 

If possible, can we get this information by February 25th? If you have any questions, please let me know. 

Thanks in advance for your time and cooperation. 

Sharon 
Corp Tax 
Ext 2686 

« File: ARO Rollforward LGE KU Balance Ended Dec 09-AngelaCrescente.xls» «File: ARO Support - LGE & KU­
AngelaCrescente .xls » 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

All: 

Crescente, Angela 
Friday, March 04, 2011 9:42 AM 
Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for February 2011 

The activity for 108799 for February 2011 is as follows: 

LGE - Gas Distribution - $185,760.13 
KU - Electric Distribution - $2,101.93 

Thanks, 
Angela 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

All: 

Crescente, Angela 
Friday, March 04, 2011 9:42 AM 
Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for February 2011 

The activity for 108799 for February 2011 is as follows: 

LGE - Gas Distribution - $185,760.13 
KU - Electric Distribution - $2,101.93 

Thanks, 
Angela 
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Crescente, Angela 

From: Williams, Scott 
Sent: Monday, February 28, 20111:36 PM 
To: Crescente, Angela 
Subject: LG&EAROs 

12/31/2009 10/31/2010 
Account 
Number Asset Reserve Net Asset Reserve Net 
131707 5,688,169 (2,543,437) 3,144,732 14,923,488 (2,960,573) 11,962,915 
133707 31,163 (17,810) 13,353 (52,391) (18,001) (70,392) 
134705 2,046 (837) 1,209 29,084 (960) 28,124 
134707 216,263 (88,481) 127,782 0 0 ° 135915 1,687 (667) 1,020 15,401 (708) 14,693 
137405 37,674 (13,163) 24,511 898,558 (14,755) 883,803 
235805 4,595 (1,969) 2,626 19,653 (2,110) 17,543 
235807 516,398 (400,304) 116,094 (929,768) (398,687) (1,328,455) 
238805 364 (177) 187 946 (187) 759 
238807 30,405 (20,203) 10,202 19,382,745 (80,591 ) 19,302,154 
339915 3,735 (1,234) 2,501 117,351 (1,554) 115,797 

6,532,499 (3,088,282) 3,444,217 34,405,067 (3,478,126) 30,926,941 

Angela, 
I prepared this schedule for LG&E AROs. You supplied Sharon a number for the 101 accounts at 10/31 in the amount of 
$34,586,565. (I have $34,405,067). Can you tell me what makes up your number or look at my schedule and tell me what 
I am missing. 
Thanks 
Scott 

1 

Crescente, Angela 

From: Williams, Scott 
Sent: Monday, February 28, 20111:36 PM 
To: Crescente, Angela 
Subject: LG&EAROs 

12/31/2009 10/31/2010 
Account 
Number Asset Reserve Net Asset Reserve Net 
131707 5,688,169 (2,543,437) 3,144,732 14,923,488 (2,960,573) 11,962,915 
133707 31,163 (17,810) 13,353 (52,391) (18,001) (70,392) 
134705 2,046 (837) 1,209 29,084 (960) 28,124 
134707 216,263 (88,481) 127,782 0 0 ° 135915 1,687 (667) 1,020 15,401 (708) 14,693 
137405 37,674 (13,163) 24,511 898,558 (14,755) 883,803 
235805 4,595 (1,969) 2,626 19,653 (2,110) 17,543 
235807 516,398 (400,304) 116,094 (929,768) (398,687) (1,328,455) 
238805 364 (177) 187 946 (187) 759 
238807 30,405 (20,203) 10,202 19,382,745 (80,591 ) 19,302,154 
339915 3,735 (1,234) 2,501 117,351 (1,554) 115,797 

6,532,499 (3,088,282) 3,444,217 34,405,067 (3,478,126) 30,926,941 

Angela, 
I prepared this schedule for LG&E AROs. You supplied Sharon a number for the 101 accounts at 10/31 in the amount of 
$34,586,565. (I have $34,405,067). Can you tell me what makes up your number or look at my schedule and tell me what 
I am missing. 
Thanks 
Scott 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Tracking: 

Sharon: 

Crescente, Angela 
Monday, February 28, 2011 1:36 PM 
Bloat, Sharon 
RE: LGE Plant Report 

Recipient 

Bloat, Sharon 

Read 

Read: 2/28/20111:38 PM 

You should not treat that account any different than you have in the past. For tax purposes, the only accounts you 
should be ignoring on the plant report for AROs are the ones that are labeled "ARO Cost" which are usually at the 
bottom of each section. 

I have listed them below for your convenience: 

KU: 
E317.07 
E337.07 
E347.07 
E359.15 
E359.17 
E374.05 

LGE: 
E317.07 
E337.07 
E347.05 
E347.07 
E359.15 
E359.17 
E374.05 
G358.05 
G358.07 
G388.05 
G388.07 
C399.15 

Thanks, 
Angela 

From: Bloat, Sharon 
Sent: Monday, February 28, 201111:35 AM 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Tracking: 

Sharon: 

Crescente, Angela 
Monday, February 28, 2011 1:36 PM 
Bloat, Sharon 
RE: LGE Plant Report 

Recipient 

Bloat, Sharon 

Read 

Read: 2/28/20111:38 PM 

You should not treat that account any different than you have in the past. For tax purposes, the only accounts you 
should be ignoring on the plant report for AROs are the ones that are labeled "ARO Cost" which are usually at the 
bottom of each section. 

I have listed them below for your convenience: 

KU: 
E317.07 
E337.07 
E347.07 
E359.15 
E359.17 
E374.05 

LGE: 
E317.07 
E337.07 
E347.05 
E347.07 
E359.15 
E359.17 
E374.05 
G358.05 
G358.07 
G388.05 
G388.07 
C399.15 

Thanks, 
Angela 

From: Bloat, Sharon 
Sent: Monday, February 28, 201111:35 AM 
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To: Crescente, Angela 
Subject: RE: LGE Plant Report 

Angela: 

How does that happen from one year to the next? We currently have the acct setup in PowerTax so now we will have to 
considered it an ARO, same thing for Property Taxes ... we do not depr or pay property taxes on ARO ... 

Thanks, 
Sharon 

From: Crescente, Angela 
Sent: 02/28/201110:33 AM 
To: Bloat, Sharon 
Cc: Kinder, Debra; Wacker, Diana 
Subject: RE: LGE Plant Report 

Sharon: 

We changed the name of the account to say ARO since everything that is in that account now is ARO related. Anything 
that was not ARO related was transferred to acct 2352.55. These are the only accounts that I can think of that were 
treated in this fashion for ARO reasons. 

Thanks, 
Angela 

From: Wacker, Diana 
Sent: Monday, February 28, 2011 10:20 AM 
To: Crescente, Angela 
Subject: FW: LGE Plant Report 

From: Bloat, Sharon 
Sent: Monday, February 28, 201110:19 AM 
To: Wacker, Diana 
Subject: LGE Plant Report 

Diana: 

Last year's plant report 2009 for LGE - Gas - Ferc acct 2352.50 Well Equipment - this year 2010 that same ferc acct 
states Well Equipment ARO ... so the balance in this acct for 2009 was all moved to an ARO account? Are they any other 
ferc accts that this same thing took place? 

Please let me know. 

Thanks, 

2 

To: Crescente, Angela 
Subject: RE: LGE Plant Report 

Angela: 

How does that happen from one year to the next? We currently have the acct setup in PowerTax so now we will have to 
considered it an ARO, same thing for Property Taxes ... we do not depr or pay property taxes on ARO ... 

Thanks, 
Sharon 

From: Crescente, Angela 
Sent: 02/28/201110:33 AM 
To: Bloat, Sharon 
Cc: Kinder, Debra; Wacker, Diana 
Subject: RE: LGE Plant Report 

Sharon: 

We changed the name of the account to say ARO since everything that is in that account now is ARO related. Anything 
that was not ARO related was transferred to acct 2352.55. These are the only accounts that I can think of that were 
treated in this fashion for ARO reasons. 

Thanks, 
Angela 

From: Wacker, Diana 
Sent: Monday, February 28, 2011 10:20 AM 
To: Crescente, Angela 
Subject: FW: LGE Plant Report 

From: Bloat, Sharon 
Sent: Monday, February 28, 201110:19 AM 
To: Wacker, Diana 
Subject: LGE Plant Report 

Diana: 

Last year's plant report 2009 for LGE - Gas - Ferc acct 2352.50 Well Equipment - this year 2010 that same ferc acct 
states Well Equipment ARO ... so the balance in this acct for 2009 was all moved to an ARO account? Are they any other 
ferc accts that this same thing took place? 

Please let me know. 

Thanks, 
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Sharon 

3 

Sharon 

3 
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Crescente, Angela 

From: Andes, Isaac 
Sent: 
To: 

Thursday, February 24, 2011 11:15 AM 
Wiseman, Sara 

Cc: Crescente, Angela 
Subject: RE: Remap of Accounts - GLAFF Form 

Thank you for this information. 

From: Wiseman, Sara 
Sent: Thursday, February 24, 201111:11 AM 
To: Andes, Isaac 
Cc: Crescente, Angela 
Subject: RE: Remap of Accounts - GLAFF Form 

« Message: Fw: Change to Accounts 254014, 254015, 254016 » 
I think that GLAFF has already been completed. 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:59 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela 
Subject: FW: Remap of Accounts - GLAFF Form 

Sara, 

I have attached a GLAFF form to change the mapping of several accounts ARO accounts. See Andrea's question below. 

Thank you, 

Isaac 
« File: Andrea - GLAFF Change Request Form - Account.xls » 

From: Fackler, Andrea 
Sent: Thursday, February 24, 2011 10:38 AM 
To: Andes, Isaac 
Subject: RE: Remap of Accounts - GLAFF Form 

Should the ARO accounts be moved to PPL account 25411? Confirm with Sara Wiseman. 

Change "move" to "remap" in the Reason for requested change box for all three accounts. 

Everything else looks good so send it on to Lesley with an explanation in your email of the reasons for the changes since 
she doesn't know yet. Plus, this will fill all the GLAFF approvers in on why these changes are needed. 

Thanks! 
Andrea 

1 

Crescente, Angela 

From: Andes, Isaac 
Sent: 
To: 

Thursday, February 24, 2011 11:15 AM 
Wiseman, Sara 

Cc: Crescente, Angela 
Subject: RE: Remap of Accounts - GLAFF Form 

Thank you for this information. 

From: Wiseman, Sara 
Sent: Thursday, February 24, 201111:11 AM 
To: Andes, Isaac 
Cc: Crescente, Angela 
Subject: RE: Remap of Accounts - GLAFF Form 

« Message: Fw: Change to Accounts 254014, 254015, 254016 » 
I think that GLAFF has already been completed. 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:59 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela 
Subject: FW: Remap of Accounts - GLAFF Form 

Sara, 

I have attached a GLAFF form to change the mapping of several accounts ARO accounts. See Andrea's question below. 

Thank you, 

Isaac 
« File: Andrea - GLAFF Change Request Form - Account.xls » 

From: Fackler, Andrea 
Sent: Thursday, February 24, 2011 10:38 AM 
To: Andes, Isaac 
Subject: RE: Remap of Accounts - GLAFF Form 

Should the ARO accounts be moved to PPL account 25411? Confirm with Sara Wiseman. 

Change "move" to "remap" in the Reason for requested change box for all three accounts. 

Everything else looks good so send it on to Lesley with an explanation in your email of the reasons for the changes since 
she doesn't know yet. Plus, this will fill all the GLAFF approvers in on why these changes are needed. 

Thanks! 
Andrea 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 98 of 1014 
Charnas



From: Andes, Isaac 
Sent: Thursday, February 24, 201110:28 AM 
To: Fackler, Andrea 
Subject: Remap of Accounts - GLAFF Form 

Andrea, 

Attached is the GLAFF form to remap OVEC and the ARO liability relating to COR. I didn't fill out the risk questions since 
they should stay the same since we are just remapping. 

Isaac 

« File: Andrea - GLAFF Change Request Form - Account.xls » 

2 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:28 AM 
To: Fackler, Andrea 
Subject: Remap of Accounts - GLAFF Form 

Andrea, 

Attached is the GLAFF form to remap OVEC and the ARO liability relating to COR. I didn't fill out the risk questions since 
they should stay the same since we are just remapping. 

Isaac 

« File: Andrea - GLAFF Change Request Form - Account.xls » 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Fw: Change to 
Accounts 2540\4 ... 

Wiseman, Sara 
Thursday, February 24, 201111:11 AM 
Andes, Isaac 
Crescente, Angela 
RE: Remap of Accounts - GLAFF Form 

I think that GLAFF has already been completed. 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:59 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela 
Subject: FW: Remap of Accounts - GLAFF Form 

Sara, 

I have attached a GLAFF form to change the mapping of several accounts ARO accounts. See Andrea's question below. 

Thank you, 

Isaac 
« File: Andrea - GLAFF Change Request Form - Account.xls » 

From: Fackler, Andrea 
Sent: Thursday, February 24, 2011 10:38 AM 
To: Andes, Isaac 
Subject: RE: Remap of Accounts - GLAFF Form 

Should the ARO accounts be moved to PPL account 25411? Confirm with Sara Wiseman. 

Change "move" to "remap" in the Reason for requested change box for all three accounts. 

Everything else looks good so send it on to Lesley with an explanation in your email of the reasons for the changes since 
she doesn't know yet. Plus, this will fill all the GLAFF approvers in on why these changes are needed. 

Thanks! 
Andrea 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:28 AM 

Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Fw: Change to 
Accounts 2540\4 ... 

Wiseman, Sara 
Thursday, February 24, 201111:11 AM 
Andes, Isaac 
Crescente, Angela 
RE: Remap of Accounts - GLAFF Form 

I think that GLAFF has already been completed. 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:59 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela 
Subject: FW: Remap of Accounts - GLAFF Form 

Sara, 

I have attached a GLAFF form to change the mapping of several accounts ARO accounts. See Andrea's question below. 

Thank you, 

Isaac 
« File: Andrea - GLAFF Change Request Form - Account.xls » 

From: Fackler, Andrea 
Sent: Thursday, February 24, 2011 10:38 AM 
To: Andes, Isaac 
Subject: RE: Remap of Accounts - GLAFF Form 

Should the ARO accounts be moved to PPL account 25411? Confirm with Sara Wiseman. 

Change "move" to "remap" in the Reason for requested change box for all three accounts. 

Everything else looks good so send it on to Lesley with an explanation in your email of the reasons for the changes since 
she doesn't know yet. Plus, this will fill all the GLAFF approvers in on why these changes are needed. 

Thanks! 
Andrea 

From: Andes, Isaac 
Sent: Thursday, February 24, 201110:28 AM 
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To: Fackler, Andrea 
Subject: Remap of Accounts - GLAFF Form 

Andrea, 

Attached is the GLAFF form to remap OVEC and the ARO liability relating to COR. I didn't fill out the risk questions since 
they should stay the same since we are just remapping. 

Isaac 

« File: Andrea - GLAFF Change Request Form - Account.xls » 

2 

To: Fackler, Andrea 
Subject: Remap of Accounts - GLAFF Form 

Andrea, 

Attached is the GLAFF form to remap OVEC and the ARO liability relating to COR. I didn't fill out the risk questions since 
they should stay the same since we are just remapping. 

Isaac 

« File: Andrea - GLAFF Change Request Form - Account.xls » 

2 
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Crescente. Angela 

From: Pienaar, Lesley 
Sent: 
To: 

Tuesday, February 22, 2011 9:24 AM 
Wiseman, Sara 

Subject: Fw: Change to Accounts 254014, 254015, 254016 

For your approval 

From: Metts, Heather 
Sent: Monday, February 21, 2011 03:50 PM 
To: Bush, Tom 
Cc: Pienaar, Lesley 
Subject: RE: Change to Accounts 254014, 254015, 254016 

Tom and/or Lesley, 

Shouldn't this be approved by Sara? 

Heather Metts 

Manager - Financial Planning 
LG&E and KU Energy Services 
502-627-3419 
heather. metts@lge-ku.com 

From: Bush, Tom 
Sent: Monday, February 21, 2011 3:29 PM 
To: Erskine, Greg; Metts, Heather; Pienaar, Lesley; Raible, Eric; Shultz, cathy; Strange, Vicki 
Subject: Change to Accounts 254014, 254015, 254016 

Please see the attached request for change of mapping on accounts 254014,254015, and 254016. 

From: Pienaar, Lesley 
Sent: Monday, February 21, 2011 3:28 PM 
To: Bush, Tom 
Cc: Erskine, Greg 
Subject: FW: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

approve 

From: Erskine, Greg 
Sent: Monday, February 21, 2011 3:03 PM 
To: Pienaar, Lesley 
Subject: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

1 

Crescente. Angela 

From: Pienaar, Lesley 
Sent: 
To: 

Tuesday, February 22, 2011 9:24 AM 
Wiseman, Sara 

Subject: Fw: Change to Accounts 254014, 254015, 254016 

For your approval 

From: Metts, Heather 
Sent: Monday, February 21, 2011 03:50 PM 
To: Bush, Tom 
Cc: Pienaar, Lesley 
Subject: RE: Change to Accounts 254014, 254015, 254016 

Tom and/or Lesley, 

Shouldn't this be approved by Sara? 

Heather Metts 

Manager - Financial Planning 
LG&E and KU Energy Services 
502-627-3419 
heather. metts@lge-ku.com 

From: Bush, Tom 
Sent: Monday, February 21, 2011 3:29 PM 
To: Erskine, Greg; Metts, Heather; Pienaar, Lesley; Raible, Eric; Shultz, cathy; Strange, Vicki 
Subject: Change to Accounts 254014, 254015, 254016 

Please see the attached request for change of mapping on accounts 254014,254015, and 254016. 

From: Pienaar, Lesley 
Sent: Monday, February 21, 2011 3:28 PM 
To: Bush, Tom 
Cc: Erskine, Greg 
Subject: FW: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

approve 

From: Erskine, Greg 
Sent: Monday, February 21, 2011 3:03 PM 
To: Pienaar, Lesley 
Subject: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

1 
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Lesley: 

I've attached a GLAFF Change Request Form to remap the following accounts in the Oracle consolidation 
worksheets from "Regulatory liability - noncurrent - other" to "Regulatory liability - noncurrent - accumulated 
COR": 

254014 REGULATORY LIABILITY ARO - GENERATION 
254015 REGULATORY LIABILITY ARO - TRANSMISSION 
254016 REGULATORY LIABILITY ARO - GAS 

Can you take a look at the request, and if it looks OK to you, forward it to Tom and ask him to send it out for 
approval, please? 

Moving these accounts to "Regulatory liability - noncurrent - accumulated COR" will make the way we handle 
them in the Oracle consolidation worksheets the same as the way we handled them in the rates-and­
regulatory footnote in the 2010 audited financial statements. 

If you have any questions, please let me know. 

Thanks, 

Greg 

« File: GLAFF Change Request Form - Reclass Reg Liab ARO Accounts.xls » 

2 

Lesley: 

I've attached a GLAFF Change Request Form to remap the following accounts in the Oracle consolidation 
worksheets from "Regulatory liability - noncurrent - other" to "Regulatory liability - noncurrent - accumulated 
COR": 

254014 REGULATORY LIABILITY ARO - GENERATION 
254015 REGULATORY LIABILITY ARO - TRANSMISSION 
254016 REGULATORY LIABILITY ARO - GAS 

Can you take a look at the request, and if it looks OK to you, forward it to Tom and ask him to send it out for 
approval, please? 

Moving these accounts to "Regulatory liability - noncurrent - accumulated COR" will make the way we handle 
them in the Oracle consolidation worksheets the same as the way we handled them in the rates-and­
regulatory footnote in the 2010 audited financial statements. 

If you have any questions, please let me know. 

Thanks, 

Greg 

« File: GLAFF Change Request Form - Reclass Reg Liab ARO Accounts.xls » 

2 
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Crescente, Angela 

From: Andes, Isaac 
Sent: 
To: 

Thursday, February 24, 201110:59 AM 
Wiseman, Sara 

Cc: Crescente, Angela 
Subject: FW: Remap of Accounts - GLAFF Form 

Follow Up Flag: 
Flag Status: 

Sara, 

Follow up 
Flagged 

I have attached a GLAFF form to change the mapping of several accounts ARO accounts. See Andrea's question below. 

Thank you, 

Isaac 

lIMJ 
Andrea - GLAFF 

Change Request •.. 

From: Fackler, Andrea 
Sent: Thursday, February 24, 2011 10:38 AM 
To: Andes, Isaac 
Subject: RE: Remap of Accounts - GLAFF Form 

Should the ARO accounts be moved to PPL account 25411? Confirm with Sara Wiseman. 

Change "move" to "remap" in the Reason for requested change box for all three accounts. 

Everything else looks good so send it on to Lesley with an explanation in your email of the reasons for the changes since 
she doesn't know yet. Plus, this will fill all the GLAFF approvers in on why these changes are needed. 

Thanks! 
Andrea 

From: Andes, Isaac 
Sent: Thursday, February 24, 2011 10:28 AM 
To: Fackler, Andrea 
Subject: Remap of Accounts - GLAFF Form 

Andrea, 

1 

Crescente, Angela 

From: Andes, Isaac 
Sent: 
To: 

Thursday, February 24, 201110:59 AM 
Wiseman, Sara 

Cc: Crescente, Angela 
Subject: FW: Remap of Accounts - GLAFF Form 

Follow Up Flag: 
Flag Status: 

Sara, 

Follow up 
Flagged 

I have attached a GLAFF form to change the mapping of several accounts ARO accounts. See Andrea's question below. 

Thank you, 

Isaac 

lIMJ 
Andrea - GLAFF 

Change Request •.. 

From: Fackler, Andrea 
Sent: Thursday, February 24, 2011 10:38 AM 
To: Andes, Isaac 
Subject: RE: Remap of Accounts - GLAFF Form 

Should the ARO accounts be moved to PPL account 25411? Confirm with Sara Wiseman. 

Change "move" to "remap" in the Reason for requested change box for all three accounts. 

Everything else looks good so send it on to Lesley with an explanation in your email of the reasons for the changes since 
she doesn't know yet. Plus, this will fill all the GLAFF approvers in on why these changes are needed. 

Thanks! 
Andrea 

From: Andes, Isaac 
Sent: Thursday, February 24, 2011 10:28 AM 
To: Fackler, Andrea 
Subject: Remap of Accounts - GLAFF Form 

Andrea, 

1 
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Attached is the GLAFF form to remap OVEC and the ARO liability relating to COR. I didn't fill out the risk questions since 
they should stay the same since we are just remapping. 

Isaac 

« File: Andrea - GLAFF Change Request Form - Account.xls» 

2 

Attached is the GLAFF form to remap OVEC and the ARO liability relating to COR. I didn't fill out the risk questions since 
they should stay the same since we are just remapping. 

Isaac 

« File: Andrea - GLAFF Change Request Form - Account.xls» 

2 
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Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Account flexfield attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available in VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate assignment 

Financial statement assignments: 
Oracle consolidation worksheets w balance sheet 
Oracle consolidation worksheets· income slalement 
FERC-basis utility balance sheet 
FERC-basls utility income statement 

Qualitative risks (for balance sheet reconciliation ranking): 
1. Susceptibility of the accounts or transactions to loss due to errors or 

fraud, including past errors in the account. 
2. Volume of activity, complexity, and homogeneity of the Individual 

transactions process through the account. 
3. Nature of the account (e.g., suspense accounts generallywarrant 

greater attention) 
4. Level of management judgment used in 

the account. 
5. Existence of related party transactions in the 

account. 
6. Changes from the prior pertod In account characteristics 

(e.g., new complexities or subjectivity or new types of 
transactions). 
7. Sensitivity of the account In effecting the reporting enity's compliance 

with legal or regulatory requirements, loan covenants, or other 
contractual requirements. 
8. Override· Do you believe this account should have a Qualitative 

Risk Ranking of 3 (high) regardless of your responses to the seven 
questions preceding this one? 

I Change existing account 

ITo remap ARO liability associated vlith COR to Accum. COR 

1254014 

I REGULATORY LIABILITY ARO - GENERATION 

I Liability 

I Dollars 

INOT REQUIRED 

None 
NO 
Indirect 
NO 
NO 
NO 

125400 • reg liab~other 
NOT REQUIRED 

Reoulatorv liability· noncurrent - accumulated COR 
NOT REQUIRED 
Reaulatorv Liabilities 
NOT REQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

I REQUIRED 

IREQUIRED 

IREQUIRED 

Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Account flexfield attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available in VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate assignment 

Financial statement assignments: 
Oracle consolidation worksheets w balance sheet 
Oracle consolidation worksheets· income slalement 
FERC-basis utility balance sheet 
FERC-basls utility income statement 

Qualitative risks (for balance sheet reconciliation ranking): 
1. Susceptibility of the accounts or transactions to loss due to errors or 

fraud, including past errors in the account. 
2. Volume of activity, complexity, and homogeneity of the Individual 

transactions process through the account. 
3. Nature of the account (e.g., suspense accounts generallywarrant 

greater attention) 
4. Level of management judgment used in 

the account. 
5. Existence of related party transactions in the 

account. 
6. Changes from the prior pertod In account characteristics 

(e.g., new complexities or subjectivity or new types of 
transactions). 
7. Sensitivity of the account In effecting the reporting enity's compliance 

with legal or regulatory requirements, loan covenants, or other 
contractual requirements. 
8. Override· Do you believe this account should have a Qualitative 

Risk Ranking of 3 (high) regardless of your responses to the seven 
questions preceding this one? 

I Change existing account 

ITo remap ARO liability associated vlith COR to Accum. COR 

1254014 

I REGULATORY LIABILITY ARO - GENERATION 

I Liability 

I Dollars 

INOT REQUIRED 

None 
NO .. 

Indirect . 

NO 
NO . 

NO 

125400 • reg liab~other 
NOT REQUIRED 

Regulatory liability· noncurrent - accumulated COR 
NOT REQUIRED 
Regulatory Liabilities 
NOT REQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

I REQUIRED 

IREQUIRED 

IREQUIRED 
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Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL income-statement report group 

Account flexfleld attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available In VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings; 

PPL account 
PPL affiliate assIgnment 

Financial statement assignments: 
Orade consolidation worksheets - balance sheet 
Orade consolidation worksheets - income statement 
FERC-basis utillty balance sheet 
FERC-basis utility income statement 

Qualitative risks (for balance sheet reconciliation ranking): 
1. Susceptibility of the accounts or transactions to Joss due to errors or 

fraud, induding past errors in the account. 
2. Volume of activity, complexity, and homogeneity of the individual 

transactions process through the account. 
3. Nature of the account (e.g., suspense accounts generally warrant 

greater attention) 
4. Level of management judgment used in 

the account. 
S. Existence of related party transactions in the 

account. 
6. Changes from the prior period in account characteristics 

(e.g., new complexities or subjectivity or new types of 
transactions). 
7. Sensitivity of the account in effecting the reporting enity's compliance 

with legal or regulatory requirements, loan covenants, or other 
contractual requirements. 
8. Override - Do you believe this account should have a Qualitative 

Risk Ranking of 3 (hIgh) regardless of your responses to the seven 
questions preceding this one? 

IChange existing account 

ITo remap ARO tiab!llty associated with COR to Accum. COR 

1254016 

I REGULATORY LIABILITY ARO - GAS 

I Liability 

I Dollars 

INOT REQUIRED 

None 
NO 
Indirect 
NO 
YES 
NO 

125400 - reg nab-other 
NOT REQUIRED 

Reaulatorv liability - noncurrent - accumulated COR 
NOT REQUIRED 
Reaulatorv Uabilities 
NOT REQUIRED 

IREQUIRED 

I REQUIRED 

I REQUIRED 

I REQUIRED 

IREQUIRED 

I REQUIRED 

I REQUIRED 

I REQUIRED 

Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL income-statement report group 

Account flexfleld attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available In VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings; 

PPL account 
PPL affiliate assIgnment 

Financial statement assignments: 
Orade consolidation worksheets - balance sheet 
Orade consolidation worksheets - income statement 
FERC-basis utillty balance sheet 
FERC-basis utility income statement 

Qualitative risks (for balance sheet reconciliation ranking): 
1. Susceptibility of the accounts or transactions to Joss due to errors or 

fraud, induding past errors in the account. 
2. Volume of activity, complexity, and homogeneity of the individual 

transactions process through the account. 
3. Nature of the account (e.g., suspense accounts generally warrant 

greater attention) 
4. Level of management judgment used in 

the account. 
S. Existence of related party transactions in the 

account. 
6. Changes from the prior period in account characteristics 

(e.g., new complexities or subjectivity or new types of 
transactions). 
7. Sensitivity of the account in effecting the reporting enity's compliance 

with legal or regulatory requirements, loan covenants, or other 
contractual requirements. 
8. Override - Do you believe this account should have a Qualitative 

Risk Ranking of 3 (hIgh) regardless of your responses to the seven 
questions preceding this one? 

IChange existing account 

ITo remap ARO tiab!llty associated with COR to Accum. COR 

1254016 

I REGULATORY LIABILITY ARO - GAS 

I Liability 

I Dollars 

INOT REQUIRED 

None 
NO 
Indirect 
NO 
YES 
NO 

125400 - reg nab-other 
NOT REQUIRED 

Regulatory liability - noncurrent - accumulated COR 
NOT REQUIRED 
Regulatory Uabilities 
NOT REQUIRED 

IREQUIRED 

I REQUIRED 

I REQUIRED 

I REQUIRED 

IREQUIRED 

I REQUIRED 

I REQUIRED 

I REQUIRED 
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Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Account flexfleld attributes: 

Burden schedule assignment 

Project required 
Project type 
Make avaJiable in VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate assignment 

Financial statement assignments: 

Oracle consolidation worksheets - balance sheet 
Oracle consolidation worksheets - income statement 
FERC-basis utility balance sheet 
FERC-basis utility income statement 

Qualitative risks (for balance sheet reconciliation ranking): 
1. Suscepllbility of the accounts or transactions to loss due to errors or 

fraud, including past errors in the account. 
2. Volume of activity, complexity, and homogeneity of the individual 

transactions process through the account. 
3. Nature of the account (e.g., suspense accounts generally warrant 

greater attention) 
4. Level of management judgment used in 

the account. 
5. Existence of related party transactions in the 

account. 
6. Changes from the prior period in account characteristics 

(e.g .• new complexities or subjectivity or new types of 
transactions). 
7. Sensitivity of the account in effecting the reporting enlty's compliance 

with legal or regulatory requirements, loan covenants, or other 
contractual requirements. 
8. Override - Do you believe this account should have a Qualitative 

Risk Ranking of 3 (high) regardless of your responses to the seven 

questions preceding this one? 

IChange existing account 

ITo remap OVEC from "Other" to its own OVEC line already created 

1254058 

IPM REGULATORY LIABILITY - OVEC VALUATION 

I Liability 

IDoliars 

INOT REQUIRED 

None 
NO 
Indirect 

. 

NO 
NO 
NO 

125400 - reg.liab-other 
NOT REQUIRED 

ReQulatorv liabilitv - noncurrent· OVEC valuation 

NOT REQUIRED 
ReQulatorv Liabilities 
NOT REQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIREO 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Account flexfleld attributes: 

Burden schedule assignment 

Project required 
Project type 
Make avaJiable in VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate assignment 

Financial statement assignments: 

Oracle consolidation worksheets - balance sheet 
Oracle consolidation worksheets - income statement 
FERC-basis utility balance sheet 
FERC-basis utility income statement 

Qualitative risks (for balance sheet reconciliation ranking): 
1. Suscepllbility of the accounts or transactions to loss due to errors or 

fraud, including past errors in the account. 
2. Volume of activity, complexity, and homogeneity of the individual 

transactions process through the account. 
3. Nature of the account (e.g., suspense accounts generally warrant 

greater attention) 
4. Level of management judgment used in 

the account. 
5. Existence of related party transactions in the 

account. 
6. Changes from the prior period in account characteristics 

(e.g .• new complexities or subjectivity or new types of 
transactions). 
7. Sensitivity of the account in effecting the reporting enlty's compliance 

with legal or regulatory requirements, loan covenants, or other 
contractual requirements. 
8. Override - Do you believe this account should have a Qualitative 

Risk Ranking of 3 (high) regardless of your responses to the seven 

questions preceding this one? 

IChange existing account 

ITo remap OVEC from "Other" to its own OVEC line already created 

1254058 

IPM REGULATORY LIABILITY - OVEC VALUATION 

I Liability 

IDoliars 

INOT REQUIRED 

None 
NO 
Indirect 

. 

NO 
NO 
NO 

125400 - reg.liab-other 
NOT REQUIRED 

ReQulatorv liabilitv - noncurrent· OVEC valuation 

NOT REQUIRED 
ReQulatorv Liabilities 
NOT REQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIREO 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 

IREQUIRED 
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Crescente. Angela 

From: Wiseman, Sara 
Sent: 
To: 

Tuesday, February 22, 201112:38 PM 
Pienaar, Lesley 

Cc: 
Subject: 

Crescente, Angela; Wacker, Diana; Kinder, Debra 
RE: Change to Accounts 254014, 254015, 254016 

I approve. 

From: Pienaar, Lesley 
Sent: Tuesday, February 22, 2011 9:24 AM 
To: Wiseman, Sara 
Subject: Fw: Change to Accounts 254014, 254015, 254016 

For your approval 

From: Metts, Heather 
Sent: Monday, February 21, 2011 03:50 PM 
To: Bush, Tom 
Cc: Pienaar, Lesley 
Subject: RE: Change to Accounts 254014, 254015, 254016 

Tom and/or Lesley, 

Shouldn't this be approved by Sara? 

Heather Metts 

Manager - Financial Planning 
LG&E and KU Energy Services 
502-627-3419 
heather. metts@lge-ku.com 

From: Bush, Tom 
Sent: Monday, February 21, 2011 3:29 PM 
To: Erskine, Greg; Metts, Heather; Pienaar, Lesley; Raible, Eric; Shultz, Cathy; Strange, Vicki 
Subject: Change to Accounts 254014, 254015, 254016 

Please see the attached request for change of mapping on accounts 254014, 254015, and 254016. 

From: Pienaar, Lesley 
Sent: Monday, February 21, 2011 3:28 PM 
To: Bush, Tom 
Cc: Erskine, Greg 
Subject: FW: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

1 

Crescente. Angela 

From: Wiseman, Sara 
Sent: 
To: 

Tuesday, February 22, 201112:38 PM 
Pienaar, Lesley 

Cc: 
Subject: 

Crescente, Angela; Wacker, Diana; Kinder, Debra 
RE: Change to Accounts 254014, 254015, 254016 

I approve. 

From: Pienaar, Lesley 
Sent: Tuesday, February 22, 2011 9:24 AM 
To: Wiseman, Sara 
Subject: Fw: Change to Accounts 254014, 254015, 254016 

For your approval 

From: Metts, Heather 
Sent: Monday, February 21, 2011 03:50 PM 
To: Bush, Tom 
Cc: Pienaar, Lesley 
Subject: RE: Change to Accounts 254014, 254015, 254016 

Tom and/or Lesley, 

Shouldn't this be approved by Sara? 

Heather Metts 

Manager - Financial Planning 
LG&E and KU Energy Services 
502-627-3419 
heather. metts@lge-ku.com 

From: Bush, Tom 
Sent: Monday, February 21, 2011 3:29 PM 
To: Erskine, Greg; Metts, Heather; Pienaar, Lesley; Raible, Eric; Shultz, Cathy; Strange, Vicki 
Subject: Change to Accounts 254014, 254015, 254016 

Please see the attached request for change of mapping on accounts 254014, 254015, and 254016. 

From: Pienaar, Lesley 
Sent: Monday, February 21, 2011 3:28 PM 
To: Bush, Tom 
Cc: Erskine, Greg 
Subject: FW: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

1 
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approve 

From: Erskine, Greg 
Sent: Monday, February 21, 2011 3:03 PM 
To: Pienaar, Lesley 
Subject: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

Lesley: 

I've attached a GLAFF Change Request Form to remap the following accounts in the Oracle consolidation 
worksheets from "Regulatory liability - noncurrent - other" to "Regulatory liability - noncurrent - accumulated 

COR": 

254014 REGULATORY LIABILITY ARO - GENERATION 
254015 REGULATORY LIABILITY ARO - TRANSMISSION 
254016 REGULATORY LIABILITY ARO - GAS 

Can you take a look at the request, and if it looks OK to you, forward it to Tom and ask him to send it out for 
approval, please? 

Moving these accounts to "Regulatory liability - noncurrent - accumulated COR" will make the way we handle 

them in the Oracle consolidation worksheets the same as the way we handled them in the rates-and­
regulatory footnote in the 2010 audited financial statements. 

If you have any questions, please let me know. 

Thanks, 

Greg 

« File: GLAFF Change Request Form - Reclass Reg Liab ARO Accounts.xls » 

2 

approve 

From: Erskine, Greg 
Sent: Monday, February 21, 2011 3:03 PM 
To: Pienaar, Lesley 
Subject: GLAFF Change Request Form - Remap Accounts 254014, 254015, and 254016 

Lesley: 

I've attached a GLAFF Change Request Form to remap the following accounts in the Oracle consolidation 
worksheets from "Regulatory liability - noncurrent - other" to "Regulatory liability - noncurrent - accumulated 

COR": 

254014 REGULATORY LIABILITY ARO - GENERATION 
254015 REGULATORY LIABILITY ARO - TRANSMISSION 
254016 REGULATORY LIABILITY ARO - GAS 

Can you take a look at the request, and if it looks OK to you, forward it to Tom and ask him to send it out for 
approval, please? 

Moving these accounts to "Regulatory liability - noncurrent - accumulated COR" will make the way we handle 

them in the Oracle consolidation worksheets the same as the way we handled them in the rates-and­
regulatory footnote in the 2010 audited financial statements. 

If you have any questions, please let me know. 

Thanks, 

Greg 

« File: GLAFF Change Request Form - Reclass Reg Liab ARO Accounts.xls » 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

All: 

Crescente, Angela 
Friday, February 04, 201112:29 PM 
Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for January 2011 

The activity for 108799 for January 2011 is as follows: 

LGE - Gas Underground Storage - $8,818.71 
KU - Generation Steam - $334.20 

Thanks, 
Angela 
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Angela 
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Crescente. Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

KJ, 

Crescente, Angela 
Thursday, June 30, 2011 9:35 AM 
'Love, K J' 
Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; 
Puckett, Paul; Rose, Bruce 
RE: MC Landfill Capital CWlP / ARO Allocation 

Based on our original estimate, it costs about $13K an acre to cover soil and seed. That would make the expected cost 
be around $85,000. 

Paul, 

Please advise us on what you think since you helped us with the $13K per acre estimate. It would have to cost about 
$102,000 per acre to come up to the $662K that KJ is expecting. Does that seem reasonable? If so, then we will need to 
discuss changing the estimate for our Me Landfill liability. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 9:31 AM 
To: Crescente, Angela 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 
Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ ARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 2011? We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 
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From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, 50 I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50jy3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO taSk.) 

The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 20113:10 PM 
To: Love, K J 
Cc: Cecil, RaYi Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, Davidi Crescente, Angela 
Subject: FW: MC Landfill Capital CWIPjARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
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From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, RaYi Van Winkle, Doni Buckner, Mikei Kirkland, Mikei Cosby, Davidi Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPjARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, 50 I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
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Subject: FW: MC Landfill Capital CWIPjARO Allocation 

Kevin, 

You will need to explain what changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
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To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

(j)avUf £. Cos6y:lr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627-2499 
david.cosby@lge-ku.com 

From: Pence, Mark 
Sent: Wednesday, June 29, 201110:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIP/ARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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To: Pence, Mark 
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Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 
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From: Pence, Mark 
Sent: Wednesday, June 29, 201110:32 AM 
To: Cosby, David; Dowd, Deborah 
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FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIP/ARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Angela, 

Approximately 6.5 acres. 

Thanks 

From: Crescente, Angela 

Love, KJ 
Thursday, June 30, 2011 9:31 AM 
Crescente, Angela 
Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; 
Puckett, Paul; Rose, Bruce 
RE: MC Landfill Capital CWIPjARO Allocation 

Sent: Thursday, June 30, 2011 8:45 AM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Pence, Mark; Puckett, Paul; Rose, Bruce 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

K J, 

Approximately how many acres are you planning on closing out during 20117 We currently have 36 "active" acres left 
based on our meeting discussion. 

Thanks, 
Angela 

From: Love, K J 
Sent: Thursday, June 30, 2011 7:20 AM 
To: Pence, Mark 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: RE: MC Landfill Capital CWIP/ARO Allocation 

Mark, 

Earlier in the year I was asked how much cover soil we would need to purchase this year. Based on Keith Bolen's 
estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 
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From: 
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Cc: 

Subject: 
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Approximately 6.5 acres. 
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Love, KJ 
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estimate we thought we would need 12K y3 of soil. At that time, we did not know where the supply would come from 
or associated costs, so I based the estimate for budget dollars based on $10/y3 with some contingency. (The last soil 
purchase we made other than the MSD project was $8.50/y3.) That's where the $150K came from in the ARO funding. 

When I got estimates from Keith Bolen on how much money we would need for all of the work expected to be done on 
the landfill, I included the estimated cost of the soil in the $662K. The work included the building of six type two ditches 
for drainage, the placement/compaction of approximately 12K y3 of cover, and sowing and seeding of the area covered. 
(As far as I understand, all of this work would fall under the ARO task.) 
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The North end of the landfill (Horizontal Expansion), should have no construction activity this year. The construction for 
that phase has been completed and we are using the area as an operating land fill. (Just using it for placement of our 
byproducts not being marketed.) So the money for work on the land fill this year should not be allocated for Horizontal 
Expansion. 

Nothing has changed as far as planned work, only a misunderstanding of what part of the land fill project the money is 
needed for. And the total dollars should be the 662K estimate. 

Thanks 

From: Pence, Mark 
Sent: Wednesday, June 29, 2011 3: 10 PM 
To: Love, K J 
Cc: Cecil, Ray; Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Cosby, David; Crescente, Angela 
Subject: FW: MC Landfill Capital CWIPjARO Allocation 

Kevin, 

You will need to explain what Changed, and why, from the meeting we had with the folks from Property Accounting a 
few weeks ago. Evidently, they left here with the same impression that I had that we would only spend $150k in ARO 
funding this year, and that the $662k was going to be spent on expansion construction. Please copy me on your reply. 
think that once this is straightened out we'll all be on the same page for our go-forward spending. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Cosby, David 
Sent: Wednesday, June 29, 2011 2:56 PM 
To: Pence, Mark 
Cc: Crescente, Angela 
Subject: RE: MC Landfill Capital CWIPj ARO Allocation 

Mark, 

I was talking to Angela today about ARO information. For the MC Landfill, we only have around $150K left on the ARO 
balance based on the original estimate of $13,000 per acre for the remaining acres to close. That recent estimate of 36 
acres left came from the plant meetings with Property Accounting at Mill Creek in early June. Part of the problem is the 
closure in the system in still dated to be 2036. 

What is included in the $662K scope of closure items and how was the amount determined? Thanks. 

<DavU[ £. Cos6y Jr. 
Manager - Fin. & Budgeting - Power Generation 
LG&E and KU Energy Services 
502-627 -2499 
david.cosby@lge-ku.com 
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From: Pence, Mark 
Sent: Wednesday, June 29, 201110:32 AM 
To: Cosby, David; Dowd, Deborah 
Subject: MC Landfill Capital CWIPjARO Allocation 

FYI, I just adjusted the capital prioritization file for project 112767 (MC Landfill) to move $662k from CWIP to ARO. I 
discovered that our project proponent had not been forecasting the CWIPjARO properly based on the work that remains 
to be done on the landfill closure. The total amount forecast for this year remains unchanged at $812k. I hope this 
doesn't cause major issues for anyone. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

From: Garrett, Chris 

Wiseman, Sara 
Saturday, December 10, 2011 5:11 PM 
Crescente, Angela 
FW: ARO Quarterly Questionnaire.docx 

Follow up 
Completed 

Sent: Friday, December 09, 2011 9:56 PM 
To: Wiseman, Sara 
Subject: ARO Quarterly Questionnaire.docx 

ARO Quarterly 
Questlonnaire,do" , 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

From: Garrett, Chris 

Wiseman, Sara 
Saturday, December 10, 2011 5:11 PM 
Crescente, Angela 
FW: ARO Quarterly Questionnaire.docx 

Follow up 
Completed 

Sent: Friday, December 09, 2011 9:56 PM 
To: Wiseman, Sara 
Subject: ARO Quarterly Questionnaire.docx 

ARO Quarterly 
Questlonnaire,do" , 

Attachment to Response to KU AG-1 Question No. 201 
Page 118 of 1014 
Charnas



ARO Ollarterly Ollestionnaire 

Please answer the following questions for the period since the date of your last completed 
questionnaire. 

I. To the best of your knowledge, are you aware of any changes that would impact the 
valuation of the asset retirement obligations ("AROs") that have been identified? Such 
changes may include changes in laws, statutes, regulations, precedents set by the 
Company, contracts, permits, certificates of need, right of way agreements, market costs 
or available resources for remediation, or planned retirements. (Please list) 

Answer: No 

2. To the best of your knowledge, are you aware of any acquired assets, land, or leases that 
will create an ARO? (Please list, include location) 

Answer: No 

3. To the best of your knowledge, are you aware of any new constmction that will create an 
ARO? (please list, include location) 

Answer: No 

4. In celiain very limited circumstances the Company could be determined to be obligated 
to retire an asset or a group of assets based upon a commitment made to a third party. Are 
you aware of any communications either written or verbal between representatives of 
LKE and third parties with respect to retirement of an asset or a group of assets owned by 
LKE at the end of operations or a specific point in time? If so, please list the identities of 
the LKE representatives and assets involved, as well as the third party or parties who 
were involved and the context in which the discussions took place. 

Answer: No, other than communications concerning the retirement of the Cane Run, 
G.·een River and Tyrone generation units. 

Completed by: __________ Chris Garrett. ________ _ 

For the quarter ended: _ Q42011 ________ _ 

ARO Ollarterly Ollestionnaire 

Please answer the following questions for the period since the date of your last completed 
questionnaire. 

I. To the best of your knowledge, are you aware of any changes that would impact the 
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Answer: No 
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Answer: No 
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to retire an asset or a group of assets based upon a commitment made to a third party. Are 
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LKE and third parties with respect to retirement of an asset or a group of assets owned by 
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were involved and the context in which the discussions took place. 

Answer: No, other than communications concerning the retirement of the Cane Run, 
G.·een River and Tyrone generation units. 

Completed by: __________ Chris Garrett. ________ _ 

For the quarter ended: _ Q42011 ________ _ 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Tuesday, December 06, 201112:57 PM 
Daly, Karen; Amlung, Kim 

Subject: RE: 108799 For November 2011 

Follow Up Flag: 
Flag Status: 

Follow up 
Completed 

There were no 108799 settlements for November 2011. 

From: Crescente, Angela 
Sent: Tuesday, December 06, 201112:51 PM 
To: Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
Subject: 108799 For November 2011 

All: 

The activity for 108799 for November 2011 is as follows: 

LGE - Generation Steam - $62,012.01 
LGE - Generation Hydro - ($2,269.85) 
LGE - Gas Underground Storage - $12,530.73 
LGE - Gas Distribution - $2,096.72 
KU - Generation Steam - $9,717.11 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Tuesday, December 06, 201112:57 PM 
Daly, Karen; Amlung, Kim 

Subject: RE: 108799 For November 2011 

Follow Up Flag: 
Flag Status: 

Follow up 
Completed 

There were no 108799 settlements for November 2011. 

From: Crescente, Angela 
Sent: Tuesday, December 06, 201112:51 PM 
To: Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
Subject: 108799 For November 2011 

All: 

The activity for 108799 for November 2011 is as follows: 

LGE - Generation Steam - $62,012.01 
LGE - Generation Hydro - ($2,269.85) 
LGE - Gas Underground Storage - $12,530.73 
LGE - Gas Distribution - $2,096.72 
KU - Generation Steam - $9,717.11 

Thanks, 
Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Tuesday, December 06, 201112:51 PM 
To: Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; 

Wacker, Diana 
Subject: 108799 For November 2011 

Follow Up Flag: 
Flag Status: 

All: 

Follow up 
Completed 

The activity for 108799 for November 2011 is as follows: 

LGE - Generation Steam - $62,012.01 
LGE - Generation Hydro - ($2,269.85) 

LGE - Gas Underground Storage - $12,530.73 
LGE - Gas Distribution - $2,096.72 
KU - Generation Steam - $9,717.11 

Thanks, 
Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Tuesday, December 06, 201112:51 PM 
To: Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; 

Wacker, Diana 
Subject: 108799 For November 2011 

Follow Up Flag: 
Flag Status: 

All: 

Follow up 
Completed 

The activity for 108799 for November 2011 is as follows: 

LGE - Generation Steam - $62,012.01 
LGE - Generation Hydro - ($2,269.85) 

LGE - Gas Underground Storage - $12,530.73 
LGE - Gas Distribution - $2,096.72 
KU - Generation Steam - $9,717.11 

Thanks, 
Angela 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Crescente, Angela 
Wednesday, November 30, 2011 4:56 PM 
'Nitsche, John P' 
RE: ARO threshold 

Follow up 
Completed 

I kind of figured that, but just wanted to double check and not assume. Thanks! 

From: Nitsche, John P [mailto:jpnitsche@pplweb.com] 
Sent: Wednesday, November 30, 2011 4:48 PM 
To: Crescente, Angela 
Subject: RE: ARO threshold 

Future decommissioning cost or ultimate cost to extinguish the ARO. We'd have a tough time saying an ARO with a $1 
million cost today which might accrete to a much bigger number over a long period of time, say 20+ years, shouldn't be 
recorded. 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, November 30, 2011 4:38 PM 
To: Nitsche, John P 
Cc: Wiseman, Sara L 
Subject: ARO threshold 

Hey John, 

I have a quick question for you. I understand that the threshold for setting up AROs is currently $1 million. Is this 
today's expected decommissioning cost, the future liability, or the present value of the liability you would be setting up 
on the books if you were to set one up today? Please advise. 

Thanks, 
Angela 

The illformatioll contained ill tltis transmission is intellded only for tlte person or entity to which it is directly 
addressed or copied. It may containlllaterial of confidential andlorprivate nature. Any review, 
retransmission, dissemination or other use oj, or taking of any action in reli(l1lCe upon, tltis information by 
persons or entities other titan tlte intended recipient is not allowed. If you received tit is message alld the 
info1'1/l(Itioll cOlltailled tlterein by errOl; please contact tlte sender and delete tlte materialfrolll your/allY 
storage medium. 
The information contained in this message is intended only for the personal and confidential use ofthe 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notifY us immediately, and delete the original message. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Crescente, Angela 
Wednesday, November 30, 2011 4:56 PM 
'Nitsche, John P' 
RE: ARO threshold 

Follow up 
Completed 

I kind of figured that, but just wanted to double check and not assume. Thanks! 

From: Nitsche, John P [mailto:jpnitsche@pplweb.com] 
Sent: Wednesday, November 30, 2011 4:48 PM 
To: Crescente, Angela 
Subject: RE: ARO threshold 

Future decommissioning cost or ultimate cost to extinguish the ARO. We'd have a tough time saying an ARO with a $1 
million cost today which might accrete to a much bigger number over a long period of time, say 20+ years, shouldn't be 
recorded. 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, November 30, 2011 4:38 PM 
To: Nitsche, John P 
Cc: Wiseman, Sara L 
Subject: ARO threshold 

Hey John, 

I have a quick question for you. I understand that the threshold for setting up AROs is currently $1 million. Is this 
today's expected decommissioning cost, the future liability, or the present value of the liability you would be setting up 
on the books if you were to set one up today? Please advise. 

Thanks, 
Angela 

The illformatioll contained ill tltis transmission is intellded only for tlte person or entity to which it is directly 
addressed or copied. It may containlllaterial of confidential andlorprivate nature. Any review, 
retransmission, dissemination or other use oj, or taking of any action in reli(l1lCe upon, tltis information by 
persons or entities other titan tlte intended recipient is not allowed. If you received tit is message alld the 
info1'1/l(Itioll cOlltailled tlterein by errOl; please contact tlte sender and delete tlte materialfrolll your/allY 
storage medium. 
The information contained in this message is intended only for the personal and confidential use ofthe 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notifY us immediately, and delete the original message. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Crescente, Angela 
Friday, November 11, 2011 3:46 PM 
Wiseman, Sara 
FW: ARO Gas T raining.pptx 

Follow up 
Completed 

I sent these to Rich per his update testing requests for the EAM along with this morning's meeting notice. 

From: Crescente, Angela 
Sent: Friday, November 11, 2011 3:45 PM 
To: Dowdell, Richard 
Subject: ARO Gas Training.pptx 

AROGas 
Training.pptx 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Crescente, Angela 
Friday, November 11, 2011 3:46 PM 
Wiseman, Sara 
FW: ARO Gas T raining.pptx 

Follow up 
Completed 

I sent these to Rich per his update testing requests for the EAM along with this morning's meeting notice. 

From: Crescente, Angela 
Sent: Friday, November 11, 2011 3:45 PM 
To: Dowdell, Richard 
Subject: ARO Gas Training.pptx 

AROGas 
Training.pptx 
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Asset Retirement Obligations (AROs) 

• Asset Retirement Obligations are 
accruals of asset obligation liabilities for 
legally required removal costs. 

• Assume that eventually every asset will 
deteriorate and be torn down or 
physically removed. 
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Asset Retirement Obligations (AROs) 

-Important to financial reporting. 

- ARO Quarterly Questionnaire. 

-Identifying and quantifying potential 
AROs. 

- AROs must be reviewed to determine 
the need for revaluation. 
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Current lGE Gas AROs 

• Asbestos 
• Gas Wells (Permanent Plugging) 
• Gas Mains (Permanent Cut, Cap and Purge) 

!All: MJ. 
PPL companies 

Current lGE Gas AROs 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Friday, November 04, 201111:02 AM 
Daly, Karen; Amlung, Kim 

Subject: RE: 108799 For October 2011 

Follow Up Flag: 
Flag Status: 

Follow up 
Completed 

The following LGE Settlement Activity for 108799 for October 2011 is as follows: 

LGE - Generation Steam - $232,768.16 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Friday, November 04, 2011 11 :00 AM 
To: Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
Subject: 108799 For October 2011 

All: 

The activity for 108799 for October 2011 is as follows: 

LGE - Generation Steam - $199,203.97 
LGE - Generation Hydro -$7,357.40 
LGE - Gas Underground Storage - $32,547.30 

LGE - Gas Distribution - $20,906.68 
KU - Generation Steam - $100,662.32 

Thanks, 

Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Friday, November 04, 201111:02 AM 
Daly, Karen; Amlung, Kim 

Subject: RE: 108799 For October 2011 

Follow Up Flag: 
Flag Status: 

Follow up 
Completed 

The following LGE Settlement Activity for 108799 for October 2011 is as follows: 

LGE - Generation Steam - $232,768.16 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Friday, November 04, 2011 11 :00 AM 
To: Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
Subject: 108799 For October 2011 

All: 

The activity for 108799 for October 2011 is as follows: 

LGE - Generation Steam - $199,203.97 
LGE - Generation Hydro -$7,357.40 
LGE - Gas Underground Storage - $32,547.30 

LGE - Gas Distribution - $20,906.68 
KU - Generation Steam - $100,662.32 

Thanks, 

Angela 
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Crescente. Angela 

From: 
Sent: 
To: 

SUbject: 

Follow Up Flag: 
Flag Status: 

All: 

Crescente, Angela 
Friday, November 04, 201111:00 AM 
Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; 
Wacker, Diana 
108799 For October 2011 

Follow up 
Completed 

The activity for 108799 for October 2011 is as follows: 

LGE - Generation Steam - $199,203.97 
LGE - Generation Hydro - $7,357.40 
LGE - Gas Underground Storage - $32,547.30 
LGE - Gas Distribution - $20,906.68 
KU - Generation Steam - $100,662.32 

Thanks, 
Angela 

Crescente. Angela 

From: 
Sent: 
To: 

SUbject: 

Follow Up Flag: 
Flag Status: 

All: 

Crescente, Angela 
Friday, November 04, 201111:00 AM 
Amlung, Kim; Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; 
Wacker, Diana 
108799 For October 2011 

Follow up 
Completed 

The activity for 108799 for October 2011 is as follows: 

LGE - Generation Steam - $199,203.97 
LGE - Generation Hydro - $7,357.40 
LGE - Gas Underground Storage - $32,547.30 
LGE - Gas Distribution - $20,906.68 
KU - Generation Steam - $100,662.32 

Thanks, 
Angela 
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Crescente. Angela 

From: Wright, Sharon 
Sent: 
To: 

Wednesday, October 19, 2011 9:58 AM 
Crescente, Angela 

SUbject: 

Follow Up Flag: 
Flag Status: 

FW: Gas Personnel 

FoJlow up 
Completed 

Sony for the delay on this. Please add these two. 

Sharon K. Wright 
Senior Budget Analyst - Energy Delivery 
(502) 627-2270 
sharon.wright@lge-ku.com 

From: Singleton, Janna 
Sent: Wednesday, October 19, 2011 9:52 AM 
To: Wright, Sharon 
Subject: RE: Gas Personnel 

I'd add Kevin Murphy and Josh Nash ..• lower on the food chain, but somewhat involved. 

Janna 
~ Think Green! Before printing this e-mail.askthequestion.isit necessary? 

From: Wright, Sharon 
Sent: Wednesday, October 19, 2011 7:50 AM 
To: Singleton, Janna 
Subject: FW: Gas Personnel 

Is this just Cindy and Paul? Or am I missing someone? 

Sharon K. Wright 
Senior Budget Analyst - Energy Delivery 
(502) 627-2270 
sharon.wright@lge-ku.com 

From: Crescente, Angela 
Sent: Tuesday, October 18, 2011 3:53 PM 
To: Wright, Sharon 
Subject: RE: Gas Personnel 
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Crescente. Angela 

From: Wright, Sharon 
Sent: 
To: 

Wednesday, October 19, 2011 9:58 AM 
Crescente, Angela 

SUbject: 

Follow Up Flag: 
Flag Status: 

FW: Gas Personnel 

FoJlow up 
Completed 

Sony for the delay on this. Please add these two. 

Sharon K. Wright 
Senior Budget Analyst - Energy Delivery 
(502) 627-2270 
sharon.wright@lge-ku.com 

From: Singleton, Janna 
Sent: Wednesday, October 19, 2011 9:52 AM 
To: Wright, Sharon 
Subject: RE: Gas Personnel 

I'd add Kevin Murphy and Josh Nash ..• lower on the food chain, but somewhat involved. 

Janna 
~ Think Green! Before printing this e-mail.askthequestion.isit necessary? 

From: Wright, Sharon 
Sent: Wednesday, October 19, 2011 7:50 AM 
To: Singleton, Janna 
Subject: FW: Gas Personnel 

Is this just Cindy and Paul? Or am I missing someone? 

Sharon K. Wright 
Senior Budget Analyst - Energy Delivery 
(502) 627-2270 
sharon.wright@lge-ku.com 

From: Crescente, Angela 
Sent: Tuesday, October 18, 2011 3:53 PM 
To: Wright, Sharon 
Subject: RE: Gas Personnel 
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Sharon, 

Would you mind sending me the list of people you cover too? I think Steve Beatty may be one in that group. 

Thanks! 
Angela 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 9:27 AM 
To: Crescente, Angela 
Cc: Harper, Bill; Harshfield, Eddie 
Subject: FW: Gas Personnel 

Angela, 
Please add Bill Harper. 
Thanks, 
Janice 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 8:31 AM 
To: Crescente, Angela 
Cc: Harshfield, Eddie 
Subject: RE: Gas Personnel 

Pete Clyde 
Tom Reith 
Mark Satkamp 
John Skaggs 
Glenn Sundheimer 
Eddie Harshfield 

From: Crescente, Angela 
Sent: Friday, October 14, 2011 4:19 PM 
To: Porter, Janice; Wright, Sharon 
Cc: Allen, Lisa; Wiseman, Sara 
Subject: Gas Personnel 

Janice/Sharon: 

We are planning on doing a training session with gas folks in regards to AROs in November. Could you please provide 
me with a distribution list of those who should be invited to ensure that we try to capture everyone? If you could please 
send it to me as soon as you can that would be great so I can be looking at availability. 

Thanks for your help, 
Angela 

2 

Sharon, 

Would you mind sending me the list of people you cover too? I think Steve Beatty may be one in that group. 

Thanks! 
Angela 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 9:27 AM 
To: Crescente, Angela 
Cc: Harper, Bill; Harshfield, Eddie 
Subject: FW: Gas Personnel 

Angela, 
Please add Bill Harper. 
Thanks, 
Janice 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 8:31 AM 
To: Crescente, Angela 
Cc: Harshfield, Eddie 
Subject: RE: Gas Personnel 

Pete Clyde 
Tom Reith 
Mark Satkamp 
John Skaggs 
Glenn Sundheimer 
Eddie Harshfield 

From: Crescente, Angela 
Sent: Friday, October 14, 2011 4:19 PM 
To: Porter, Janice; Wright, Sharon 
Cc: Allen, Lisa; Wiseman, Sara 
Subject: Gas Personnel 

Janice/Sharon: 

We are planning on doing a training session with gas folks in regards to AROs in November. Could you please provide 
me with a distribution list of those who should be invited to ensure that we try to capture everyone? If you could please 
send it to me as soon as you can that would be great so I can be looking at availability. 

Thanks for your help, 
Angela 
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Crescente. Angela 

From: Wright, Sharon 
Sent: 
To: 

Wednesday, October 19, 2011 7:49 AM 
Crescente, Angela 

Subject: 

Follow Up Flag: 
Flag Status: 

RE: Gas Personnel 

Follow up 
Completed 

Sony, I was going to check with Janna. [think it is just Cindy Mattin and Paul Stratman. [will confirm with her when 
she gets in. Thanks! 

Sharon K. Wright 
Senior Budget Analyst - Energy Delivery 
(502) 627-2270 
sharon.wright@lge-ku.com 

From: Crescente, Angela 
Sent: Tuesday, October 18, 2011 3:53 PM 
To: Wright, Sharon 
Subject: RE: Gas Personnel 

Sharon, 

Would you mind sending me the list of people you cover too? I think Steve Beatty may be one in that group. 

Thanks! 
Angela 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 9:27 AM 
To: Crescente, Angela 
Cc: Harper, Bill; Harshfield, Eddie 
Subject: FW: Gas Personnel 

Angela, 
Please add Bill Harper. 
Thanks, 
Janice 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 8:31 AM 
To: Crescente, Angela 
Cc: Harshfield, Eddie 
Subject: RE: Gas Personnel 
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Crescente. Angela 

From: Wright, Sharon 
Sent: 
To: 

Wednesday, October 19, 2011 7:49 AM 
Crescente, Angela 

Subject: 

Follow Up Flag: 
Flag Status: 

RE: Gas Personnel 

Follow up 
Completed 

Sony, I was going to check with Janna. [think it is just Cindy Mattin and Paul Stratman. [will confirm with her when 
she gets in. Thanks! 

Sharon K. Wright 
Senior Budget Analyst - Energy Delivery 
(502) 627-2270 
sharon.wright@lge-ku.com 

From: Crescente, Angela 
Sent: Tuesday, October 18, 2011 3:53 PM 
To: Wright, Sharon 
Subject: RE: Gas Personnel 

Sharon, 

Would you mind sending me the list of people you cover too? I think Steve Beatty may be one in that group. 

Thanks! 
Angela 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 9:27 AM 
To: Crescente, Angela 
Cc: Harper, Bill; Harshfield, Eddie 
Subject: FW: Gas Personnel 

Angela, 
Please add Bill Harper. 
Thanks, 
Janice 

From: Porter, Janice 
Sent: Tuesday, October 18, 2011 8:31 AM 
To: Crescente, Angela 
Cc: Harshfield, Eddie 
Subject: RE: Gas Personnel 
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Pete Clyde 
Tom Reith 
Mark Satkamp 
John Skaggs 
Glenn Sundheimer 
Eddie Harshfield 

From: Crescente, Angela 
Sent: Friday, October 14, 2011 4:19 PM 
To: Porter, Janice; Wright, Sharon 
Cc: Allen, Lisa; Wiseman, Sara 
Subject: Gas Personnel 

Janice/Sharon: 

We are planning on doing a training session with gas folks in regards to AROs in November. Could you please provide 
me with a distribution list of those who should be invited to ensure that we try to capture everyone? If you could please 
send it to me as soon as you can that would be great so I can be looking at availability. 

Thanks for your help, 
Angela 

2 

Pete Clyde 
Tom Reith 
Mark Satkamp 
John Skaggs 
Glenn Sundheimer 
Eddie Harshfield 

From: Crescente, Angela 
Sent: Friday, October 14, 2011 4:19 PM 
To: Porter, Janice; Wright, Sharon 
Cc: Allen, Lisa; Wiseman, Sara 
Subject: Gas Personnel 

Janice/Sharon: 

We are planning on doing a training session with gas folks in regards to AROs in November. Could you please provide 
me with a distribution list of those who should be invited to ensure that we try to capture everyone? If you could please 
send it to me as soon as you can that would be great so I can be looking at availability. 

Thanks for your help, 
Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Thursday, October 06, 201112:54 PM 
Daly, Karen 

Subject: RE: 108799 for September 2011 

Follow Up Flag: 
Flag Status: 

Karen, 

Follow up 
Completed 

There were no settlements for 108799 this month. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, October 06, 2011 12:44 PM 
To: Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
Subject: 108799 for September 2011 

All: 

The activity for 108799 for September 2011 is as follows: 

LGE - Generation Steam - $129,614.51 
LGE - Gas Underground Storage - $8,749.98 
LGE - Gas Distribution - $45,199.26 
KU - Generation Steam - $318.80 

Thanks, 
Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Thursday, October 06, 201112:54 PM 
Daly, Karen 

Subject: RE: 108799 for September 2011 

Follow Up Flag: 
Flag Status: 

Karen, 

Follow up 
Completed 

There were no settlements for 108799 this month. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, October 06, 2011 12:44 PM 
To: Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
Subject: 108799 for September 2011 

All: 

The activity for 108799 for September 2011 is as follows: 

LGE - Generation Steam - $129,614.51 
LGE - Gas Underground Storage - $8,749.98 
LGE - Gas Distribution - $45,199.26 
KU - Generation Steam - $318.80 

Thanks, 
Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, October 06, 201112:44 PM 
To: 
Subject: 

Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
108799 for September 2011 

Follow Up Flag: 
Flag Status: 

All: 

Follow up 
Completed 

The activity for 108799 for September 2011 is as follows: 

LGE - Generation Steam - $129,614.51 
LGE - Gas Underground Storage - $8,749.98 
LGE - Gas Distribution - $45,199.26 
KU - Generation Steam - $318.80 

Thanks, 
Angela 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, October 06, 201112:44 PM 
To: 
Subject: 

Clark, Lynda; Daly, Karen; Leenerts, Patricia; Riggs, Eric; Smith, Richard; Wacker, Diana 
108799 for September 2011 

Follow Up Flag: 
Flag Status: 

All: 

Follow up 
Completed 

The activity for 108799 for September 2011 is as follows: 

LGE - Generation Steam - $129,614.51 
LGE - Gas Underground Storage - $8,749.98 
LGE - Gas Distribution - $45,199.26 
KU - Generation Steam - $318.80 

Thanks, 
Angela 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 136 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

Rich, 

Per your request: 

ARO Audit Testing -
Rlch,docx 

Thanks, 
Angela 

106799 
dearing,xlsx 

Crescente, Angela 
Wednesday, August 24, 2011 2:24 PM 
Dowdell, Richard 
Wiseman, Sara 
ARO Audit Testing - Rich.docx 

Follow up 
Completed 

rmm 
PP Query 

!06799,xis 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

Rich, 

Per your request: 

ARO Audit Testing -
Rlch,docx 

Thanks, 
Angela 

106799 
dearing,xlsx 

Crescente, Angela 
Wednesday, August 24, 2011 2:24 PM 
Dowdell, Richard 
Wiseman, Sara 
ARO Audit Testing - Rich.docx 

Follow up 
Completed 

rmm 
PP Query 

!06799,xis 
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company_ debit_credlC 
ma"", number Indicator llmount I ie code I account I stlIttIS ld descrilltlon dcsc.rlptlon 
4/1/20110:00 0100 0 2,464.00 UNITIZATION 0100-550-006250-006250-108799-0000-0699-0000-124842 -pp CLOSING -124842-CP ASBESTOS 2 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of Assets to 1010 
4/1/2011 0:00 0100 0 5.779.64 UNITIZATION 0100-550-006250-006250-108799-0000-0699-0000-122452 -?P CLOSING -122452-C? ASBESTOS 2 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of Assets to 1010 
4/1/20110:00 0100 0 3,064.56 UNITIZATION 0100-550-006250_006250_108799-0000_0699-0000-122452 -?? CLOSING -122452-C? ASBESTOS 2 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of Assets to 1010 
4/1/20110;00 0100 0 55.80 UNITIZATION 0100-550·006250-006250-108799·0000·0699-0000-122452 _PP CLOSING -122452-CP ASBESTOS 2 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of Assets to 1010 

4/1/20110:00 0100 0 33,853.94 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-127280 -P? CLOSING -127280-CP ARO ASBESTOS 2 LOUISVILLE GAS & ELECTRIC COMPANY UnitIzation of Assets to 1010 

5/1/20110:00 0100 0 535,455.$ UNITIZATION 0100-350-006250-0062S0-108799-0000-0699-0000-AROMC0241 -PP CLOSING ·AROMC0241-CP 1755793 2 LOUISVILLE GAS & ELECTRIC COMPANY Unltlzotlon of Assets to 1010 

7/1/20110:00 0100 0 4,481,84 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-124380 -PP CLOSING -124380-CP AROO9-4AH-R 3 LOUISVILLE GAS & ELECTRIC COMPANY UnItization of Assets to 1010 

7/1/20110:00 0100 0 6,547,81 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-124380 -PP CLOSING _124380-CP AROO9-4AH-R 3 LOUISVILLE GAS & ELEcrRIC COMPANY UnltlUltion of As~ to 1010 

7/1/2011 0:00 0100 0 8,487,2,3 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-124380 -PP CLOSING -124:380-CP AR009-5BL-R :3 LOUISVILLE GAS & ELECTRIC COMPANY UnitIzation of Assets to 1010 

7/1 20110:00 0100 0 12,023,6:3 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-124380 -?? CLOSING -124380-CP AROO9-5BL-R 3 LOUISVILLE GAS & ELECTRIC COMPANY Unltlutlon of Assets to 1010 

7/1/2011 0;00 0100 0 8,487.24 UNITIZATION 0100·350-006250-006250-108799-0000-0699-0000-124380 -PP CLOSING .124380-C? AR009-5BL-R 3 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of Assets to 1010 

7 /2011 0:00 0100 0 26,898.42 UNITIZATION 0100-350-006250-006250..108799-0000-0699-0000-124380 -FF CLOSING -12438Q..C? AROO9-6BL-R 3 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of k;sets to 1010 

7/1/20110;00 0100 0 20559,38 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-124380 -PP CLOSING -124380-C? AA009-6BL-R 3 LOUISVILLE GAS & ELECTRIC COMPANY UnitIzation of Assets to 1010 

7/1/2011 0:00 0100 0 18,987,10 UNITIZATION 0100-350-006250-006250-108799-0000-0699-0000-124380 -FPClO5ING -124380-CP AR009-6BL-R 3 LOUISVILLE GAS & ELECTRIC COMPANY Unitization of Assets to 1010 
7/1/20110:00 0110 0 8,123.86 UNITIZATlON 0110-350-015590-015590-108799-0000-0699-0000-126160 -PP CLOSING -126160-CP ASBESTOS 3 KENTUCKY UTIUTIES COMPANY Unitization of Assets to 1010 

,0"", I"",b" II'~Q,", omo",! I;, od, 10<0 '" 1" =ru ld 

~ §l o,,~ 
122452.0> ~OS Lo~!~L, ~ 

I 
S,77 1,64 

1 U",:,,"" of A",e "'~ , I I I 
I I 

AM, 33,853,94 I ." el O<IM" ,,.,,,,n I LOUISVILLE "A« " I 

, .p S35,4SS.SS I .pp CLOSING "=3 _, , LO~IlLE' I IU"tim', 

1 'M," ',00 ,"00 A", ." el O"M" ' LOUISVILLE C"" " I ,of "'~e '" 10" 

'11/2011 0,00 0J!l.0 _0 6,547.81 II ~000'124380 .pp CLOSING ~-CPAROO~ ILO~ ~PANY I 

K]l;' 1~63 
I I LOUI I 

I .pp CLOSING I , , 
'/1/20110,00 0100 8,AS7,24 " I I ·12~0-CP, I I , , 

~ ~ 'PPC~ ~ 
, I 

" 
I I 

1 7/1/201 18,987," I , 'PP' .0SlNG , U",,,,,,, ' 

7/1n01l0,0 'ago , , 
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project task gljournal category I quantity I amount I 
122452 CPASBESTOS PP CR MANUAL 0 0 
122452 CPASBESTOS SPREADSHEET 0 8900 
122452 PP CLOSING PP UNITIZATION 0 -8900 
124380 AR009-4AH-R PAYABLES 0 5948.14 
124380 AR009-4AH-R PROJECTS 0 165.95 

124380 AR009-4AH-R SPREADSHEET 0 -6114.1 

124380 AR009-4BL-R PAYABLES 0 3724.22 

124380 AR009-4BL-R PROJECTS 0 103.9 
124380 AR009-4BL-R SPREADSHEET 0 -3828.1 

124380 AR009-5PIPE-R PAYABLES 0 3369.04 

124380 AR009-5PIPE-R PROJECTS 0 94 
124380 AR009-5PIPE-R SPREADSHEET 0 -3463 

124380 AR009-6FW-R PAYABLES 0 2745.14 

124380 AR009-6FW-R PROJECTS 0 76.6 

124380 AR009-6FW-R SPREADSHEET 0 -2821.7 

124380 AR009-ELEC-R PAYABLES 0 2677 

124380 AR009-ELEC-R PROJECTS 0 74.68 

124380 AR009-ELEC-R SPREADSHEET 0 -2751.7 
124380 AR009-MISC-R PAYABLES 0 1923.12 

124380 AR009-MISC-R PROJECTS 0 53.65 

124380 AR009-MISC-R SPREADSHEET 0 -1976.8 
124380 CP AR009-4AH-R SPREADSHEET 0 6114.09 

124380 CP AR009-4BL-R PAYABLES 0 346.5 

124380 CP AR009-4BL-R PP CR MANUAL 0 0 
124380 CP AR009-4BL-R PROJECTS 0 lOA 

124380 CP AR009-4BL-R SPREADSHEET 0 3828.12 

124380 CP AR009-4FW-R PAYABLES 0 115 

124380 CP AROO9-4FW-R PP CR MANUAL 0 0 
124380 CP AR009-4FW-R PROJECTS 0 3.45 

124380 CP AR009-4MISC-R PAYABLES 0 465.84 
124380 CP AR009-4MISC-R PP CR MANUAL 0 0 
124380 CP AR009-4MISC-R PROJECTS 0 13.98 

124380 CP AR009-4SDRS-R PAYABLES 0 128.42 

124380 CP AR009-4SDRS-R PP CR MANUAL 0 0 
124380 CP AR009-4SDRS-R PROJECTS 0 3.85 

124380 CP AR009-5BL-R PAYABLES 0 6439.79 
124380 CP AR009-5BL-R PP CR MANUAL 0 0 
124380 CP AR009-5BL-R PROJECTS 0 193.2 

124380 CP AR009-5FW-R PAYABLES 0 2263.52 

124380 CP AR009-5FW-R PP CR MANUAL 0 0 

124380 CP AR009-5FW-R PROJECTS 0 67.91 

124380 CP AR009-5MISC-R PAYABLES 0 943.84 

124380 CP AR009-5MISC-R PP CR MANUAL 0 0 
124380 CP AR009-5MISC-R PROJECTS 0 28.32 

124380 CP AR009-5PIPE-R PAYABLES 0 13562.4 

124380 CP AR009-5PIPE-R PP CR MANUAL 0 0 
124380 CP AR009-5PIPE-R PROJECTS 0 406.87 

124380 CP AR009-5PIPE-R SPREADSHEET 0 3463.04 

124380 CP AR009-5SPP-R PAYABLES 0 353.94 

project task gljournal category I quantity I amount I 
122452 CPASBESTOS PP CR MANUAL 0 0 
122452 CPASBESTOS SPREADSHEET 0 8900 
122452 PP CLOSING PP UNITIZATION 0 -8900 
124380 AR009-4AH-R PAYABLES 0 5948.14 
124380 AR009-4AH-R PROJECTS 0 165.95 

124380 AR009-4AH-R SPREADSHEET 0 -6114.1 

124380 AR009-4BL-R PAYABLES 0 3724.22 

124380 AR009-4BL-R PROJECTS 0 103.9 
124380 AR009-4BL-R SPREADSHEET 0 -3828.1 

124380 AR009-5PIPE-R PAYABLES 0 3369.04 

124380 AR009-5PIPE-R PROJECTS 0 94 
124380 AR009-5PIPE-R SPREADSHEET 0 -3463 

124380 AR009-6FW-R PAYABLES 0 2745.14 

124380 AR009-6FW-R PROJECTS 0 76.6 

124380 AR009-6FW-R SPREADSHEET 0 -2821.7 

124380 AR009-ELEC-R PAYABLES 0 2677 

124380 AR009-ELEC-R PROJECTS 0 74.68 

124380 AR009-ELEC-R SPREADSHEET 0 -2751.7 
124380 AR009-MISC-R PAYABLES 0 1923.12 

124380 AR009-MISC-R PROJECTS 0 53.65 

124380 AR009-MISC-R SPREADSHEET 0 -1976.8 
124380 CP AR009-4AH-R SPREADSHEET 0 6114.09 

124380 CP AR009-4BL-R PAYABLES 0 346.5 

124380 CP AR009-4BL-R PP CR MANUAL 0 0 
124380 CP AR009-4BL-R PROJECTS 0 lOA 

124380 CP AR009-4BL-R SPREADSHEET 0 3828.12 

124380 CP AR009-4FW-R PAYABLES 0 115 

124380 CP AROO9-4FW-R PP CR MANUAL 0 0 
124380 CP AR009-4FW-R PROJECTS 0 3.45 

124380 CP AR009-4MISC-R PAYABLES 0 465.84 
124380 CP AR009-4MISC-R PP CR MANUAL 0 0 
124380 CP AR009-4MISC-R PROJECTS 0 13.98 

124380 CP AR009-4SDRS-R PAYABLES 0 128.42 

124380 CP AR009-4SDRS-R PP CR MANUAL 0 0 
124380 CP AR009-4SDRS-R PROJECTS 0 3.85 

124380 CP AR009-5BL-R PAYABLES 0 6439.79 
124380 CP AR009-5BL-R PP CR MANUAL 0 0 
124380 CP AR009-5BL-R PROJECTS 0 193.2 

124380 CP AR009-5FW-R PAYABLES 0 2263.52 

124380 CP AR009-5FW-R PP CR MANUAL 0 0 

124380 CP AR009-5FW-R PROJECTS 0 67.91 

124380 CP AR009-5MISC-R PAYABLES 0 943.84 

124380 CP AR009-5MISC-R PP CR MANUAL 0 0 
124380 CP AR009-5MISC-R PROJECTS 0 28.32 

124380 CP AR009-5PIPE-R PAYABLES 0 13562.4 

124380 CP AR009-5PIPE-R PP CR MANUAL 0 0 
124380 CP AR009-5PIPE-R PROJECTS 0 406.87 

124380 CP AR009-5PIPE-R SPREADSHEET 0 3463.04 

124380 CP AR009-5SPP-R PAYABLES 0 353.94 
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project task gljournal category I quantity I amount I 
124380 CP AR009-5SPP-R PP CR MANUAL 0 0 

124380 CP AR009-5SPP-R PROJECTS 0 10.62 

124380 CP AR009-5SW-R PAYABLES 0 1227.84 

124380 CP AR009-5SW-R PP CR MANUAL 0 0 

124380 CP AR009-5SW-R PROJECTS 0 36.84 

124380 CP AR009-6BL-R PAYABLES 0 17832.8 

124380 CP AR009-6BL-R PP CR MANUAL 0 0 

124380 CP AR009-6BL-R PROJECTS 0 515.45 

124380 CP AR009-6FW-R PAYABLES 0 6034.11 

124380 CP AR009-6FW-R PP CR MANUAL 0 0 

124380 CP AR009-6FW-R PROJECTS 0 174.57 

124380 CP AR009-6FW-R SPREADSHEET 0 2821.74 

124380 CP AR009-6PIPE-R PAYABLES 0 13839.6 

124380 CP AR009-6PIPE-R PP CR MANUAL 0 0 

124380 CP AR009-6PIPE-R PROJECTS 0 415.19 

124380 CP AR009-6SH-R PAYABLES 0 659.51 

124380 CP AR009-6SH-R PP CR MANUAL 0 0 

124380 CP AR009-6SH-R PROJECTS 0 19.78 

124380 CP AR009-6SW-R PAYABLES 0 1840.7 

124380 CP AR009-6SW-R PP CR MANUAL 0 0 

124380 CP AR009-6SW-R PROJECTS 0 55.22 

124380 CP AR009-ELEC-R PPCR MANUAL 0 0 

124380 CP AR009-ELEC-R SPREADSHEET 0 2751.68 

124380 CP AR009-MISC-R PAYABLES 0 13747.9 

124380 CP AR009-MISC-R PP CR MANUAL 0 0 

124380 CP AR009-MISC-R PROJECTS 0 412.45 

124380 CP AR009-MISC-R SPREADSHEET 0 1976.77 

124380 CP AR009-PIPE-R PAYABLES 0 3259.64 

124380 CP AR009-PIPE-R PP CR MANUAL 0 0 

124380 CP AR009-PIPE-R PROJECTS 0 97.79 

124380 PP CLOSING PP UNITIZATION 0 -106483 

124842 CPASBESTOS PAYABLES 0 2200 

124842 CPA5BESTOS PP CR MANUAL 0 0 

124842 CPASBESTOS PROJECTS 0 264 

124842 PP CLOSING PP UNITIZATION 0 -2464 

126160 CPASBESTOS PAYABLES 0 7834 

126160 CPASBESTOS PP CR MANUAL 0 0 

126160 CPASBESTOS PROJECTS KUTL 0 289.86 

126160 CPASBESTOS SPREADSHEET 0 0 

126160 PP CLOSING PP UNITIZATION 0 -8123.9 

127280 CP ARO ASBESTOS PAYABLES 0 31024.8 

127280 CP ARO ASBESTOS PP CR MANUAL 0 0 

127280 CP ARO ASBESTOS PROJECTS 0 930.74 

127280 CP ARO ASBESTOS SPREADSHEET 0 1898.36 

127280 PP CLOSING PP UNITIZATION 0 -33854 

AROMC0241 CP 1755793 PP CR MANUAL 0 0 

AROMC0241 CP 1755793 SPREADSHEET 0 105610 

AROMC0241 CP 1755793503 PP CR MANUAL 0 0 

AROMC0241 CP 1755793503 SPREADSHEET 0 149000 

project task gljournal category I quantity I amount I 
124380 CP AR009-5SPP-R PP CR MANUAL 0 0 

124380 CP AR009-5SPP-R PROJECTS 0 10.62 

124380 CP AR009-5SW-R PAYABLES 0 1227.84 

124380 CP AR009-5SW-R PP CR MANUAL 0 0 

124380 CP AR009-5SW-R PROJECTS 0 36.84 

124380 CP AR009-6BL-R PAYABLES 0 17832.8 

124380 CP AR009-6BL-R PP CR MANUAL 0 0 

124380 CP AR009-6BL-R PROJECTS 0 515.45 

124380 CP AR009-6FW-R PAYABLES 0 6034.11 

124380 CP AR009-6FW-R PP CR MANUAL 0 0 

124380 CP AR009-6FW-R PROJECTS 0 174.57 

124380 CP AR009-6FW-R SPREADSHEET 0 2821.74 

124380 CP AR009-6PIPE-R PAYABLES 0 13839.6 

124380 CP AR009-6PIPE-R PP CR MANUAL 0 0 

124380 CP AR009-6PIPE-R PROJECTS 0 415.19 

124380 CP AR009-6SH-R PAYABLES 0 659.51 

124380 CP AR009-6SH-R PP CR MANUAL 0 0 

124380 CP AR009-6SH-R PROJECTS 0 19.78 

124380 CP AR009-6SW-R PAYABLES 0 1840.7 

124380 CP AR009-6SW-R PP CR MANUAL 0 0 

124380 CP AR009-6SW-R PROJECTS 0 55.22 

124380 CP AR009-ELEC-R PPCR MANUAL 0 0 

124380 CP AR009-ELEC-R SPREADSHEET 0 2751.68 

124380 CP AR009-MISC-R PAYABLES 0 13747.9 

124380 CP AR009-MISC-R PP CR MANUAL 0 0 

124380 CP AR009-MISC-R PROJECTS 0 412.45 

124380 CP AR009-MISC-R SPREADSHEET 0 1976.77 

124380 CP AR009-PIPE-R PAYABLES 0 3259.64 

124380 CP AR009-PIPE-R PP CR MANUAL 0 0 

124380 CP AR009-PIPE-R PROJECTS 0 97.79 

124380 PP CLOSING PP UNITIZATION 0 -106483 

124842 CPASBESTOS PAYABLES 0 2200 

124842 CPA5BESTOS PP CR MANUAL 0 0 

124842 CPASBESTOS PROJECTS 0 264 

124842 PP CLOSING PP UNITIZATION 0 -2464 

126160 CPASBESTOS PAYABLES 0 7834 

126160 CPASBESTOS PP CR MANUAL 0 0 

126160 CPASBESTOS PROJECTS KUTL 0 289.86 

126160 CPASBESTOS SPREADSHEET 0 0 

126160 PP CLOSING PP UNITIZATION 0 -8123.9 

127280 CP ARO ASBESTOS PAYABLES 0 31024.8 

127280 CP ARO ASBESTOS PP CR MANUAL 0 0 

127280 CP ARO ASBESTOS PROJECTS 0 930.74 

127280 CP ARO ASBESTOS SPREADSHEET 0 1898.36 

127280 PP CLOSING PP UNITIZATION 0 -33854 

AROMC0241 CP 1755793 PP CR MANUAL 0 0 

AROMC0241 CP 1755793 SPREADSHEET 0 105610 

AROMC0241 CP 1755793503 PP CR MANUAL 0 0 

AROMC0241 CP 1755793503 SPREADSHEET 0 149000 
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project task gljournal category I quantity I amount I 
AROMC0241 CP 1755793505 PP CR MANUAL 0 0 
AROMC0241 CP 1755793505 SPREADSHEET 0 91368.1 
AROMC0241 CP 1755793506 PP CR MANUAL 0 0 
AROMC0241 CP 1755793506 SPREADSHEET 0 113100 

AROMC0241 CP 1755793S06A PP CR MANUAL 0 0 
AROMC0241 CP 1755793S06A SPREADSHEET 0 39780 
AROMC0241 CPASBMC4 PP CR MANUAL 0 0 
AROMC0241 CPASBMC4 SPREADSHEET 0 16200 

AROMC0241 CP RADMC0601 PP CR MANUAL 0 0 
AROMC0241 CP RADMC0601 SPREADSHEET 0 20397.8 

AROMC0241 PP CLOSING PP UNITIZATION 0 -535456 

project task gljournal category I quantity I amount I 
AROMC0241 CP 1755793505 PP CR MANUAL 0 0 
AROMC0241 CP 1755793505 SPREADSHEET 0 91368.1 
AROMC0241 CP 1755793506 PP CR MANUAL 0 0 
AROMC0241 CP 1755793506 SPREADSHEET 0 113100 

AROMC0241 CP 1755793S06A PP CR MANUAL 0 0 
AROMC0241 CP 1755793S06A SPREADSHEET 0 39780 
AROMC0241 CPASBMC4 PP CR MANUAL 0 0 
AROMC0241 CPASBMC4 SPREADSHEET 0 16200 

AROMC0241 CP RADMC0601 PP CR MANUAL 0 0 
AROMC0241 CP RADMC0601 SPREADSHEET 0 20397.8 

AROMC0241 PP CLOSING PP UNITIZATION 0 -535456 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Rich, 

Crescente, Angela 
Wednesday, August 17, 2011 9:50 AM 
Dowdell, Richard 
Wiseman, Sara 
List of Settled ARO Projects/Tasks 

As you requested, I have attached a list of projects and tasks that have dealt with ARO settlements. 

%J~~ 
List of ARO 

settlements for R •.• 

Thanks, 
Angela 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Rich, 

Crescente, Angela 
Wednesday, August 17, 2011 9:50 AM 
Dowdell, Richard 
Wiseman, Sara 
List of Settled ARO Projects/Tasks 

As you requested, I have attached a list of projects and tasks that have dealt with ARO settlements. 

%J~~ 
List of ARO 

settlements for R •.• 

Thanks, 
Angela 

1 
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Project Task ARO 
112767 CP AR02010 MC Landfill 

120578 CP RETIRE MAIN GA5 MAINS AND SERVICE ABANDONMENTS 

122452 CP ASBESTOS PRESTON CITY GATE 

123187 CP AROTY3ASB2008 TY3 ASBESTOS 

124001 CP ASBESTOS GR3 ASBESTOS 

124260 CPASBESTOS BR1 ASBESTOS 

124380 CP AR009-4AH-R CR4 ASBESTOS 

124380 CP AR009-5BL-R CR5 ASBESTOS 

124380 CP AR009-6BL-R CR6 ASBESTOS 

124798 CP ASBESTOS MAGNOLIA 235120 

124798 CP ASBESTOS MAGNOLIA 235300 

124798 CPASBESTOS MAGNOLIA 235600 

124802 CPASBESTOS MULDRAUGH 235120 

124802 CP ASBESTOS MULDRAUGH 235300 

124802 CP ASBESTOS MULDRAUGH 235600 

124831 CP PLUG WELL-CTR Center GSF UGS (Wells) 

124831 CP PLUG WELL-DRK Doe Run GSF UGS (Wells) 

124831 CP PLUG WELL-MAG Magnolia GSF UGS (Wells) 

124842 CP ASBESTOS PRESTON CITY GATE 

126057 CP ASBESTOS BR2 ASBESTOS 

126160 CP ASBESTOS TY3 ASBESTOS 

126421 CP PLUG WELL-CTR Center GSF UGS (Wells) 

126421 CP PLUG WELL-DRI Doe Run GSF UGS (Wells) 

126421 CP PLUG WELL-DRK Doe Run GSF UGS (Wells) 

126421 CP PLUG WELL-MAG Magnolia GSF UGS (Wells) 

126421 CP PLUG WELL-MUL Muldraugh GSF UGS (Wells) 

127259 CP ASBESTOS BR1 ASBESTOS 

127280 CP ARO ASBESTOS MILL CREEK 2 ASB 

127297 CPASBESTOS BR2 ASBESTOS 

130720 CPASBESTOS MILL CREEK 1 ASB 

AROMC0241 CP 1755793 MC Landfill 

LSMR414 CPARO GAS MAINS AND SERVICE ABANDONMENTS 

PMR414 CPARO GAS MAINS AND SERVICE ABANDONMENTS 

Project Task ARO 
112767 CP AR02010 MC Landfill 

120578 CP RETIRE MAIN GA5 MAINS AND SERVICE ABANDONMENTS 

122452 CP ASBESTOS PRESTON CITY GATE 

123187 CP AROTY3ASB2008 TY3 ASBESTOS 

124001 CP ASBESTOS GR3 ASBESTOS 

124260 CPASBESTOS BR1 ASBESTOS 

124380 CP AR009-4AH-R CR4 ASBESTOS 

124380 CP AR009-5BL-R CR5 ASBESTOS 

124380 CP AR009-6BL-R CR6 ASBESTOS 

124798 CP ASBESTOS MAGNOLIA 235120 

124798 CP ASBESTOS MAGNOLIA 235300 

124798 CPASBESTOS MAGNOLIA 235600 

124802 CPASBESTOS MULDRAUGH 235120 

124802 CP ASBESTOS MULDRAUGH 235300 

124802 CP ASBESTOS MULDRAUGH 235600 

124831 CP PLUG WELL-CTR Center GSF UGS (Wells) 

124831 CP PLUG WELL-DRK Doe Run GSF UGS (Wells) 

124831 CP PLUG WELL-MAG Magnolia GSF UGS (Wells) 

124842 CP ASBESTOS PRESTON CITY GATE 

126057 CP ASBESTOS BR2 ASBESTOS 

126160 CP ASBESTOS TY3 ASBESTOS 

126421 CP PLUG WELL-CTR Center GSF UGS (Wells) 

126421 CP PLUG WELL-DRI Doe Run GSF UGS (Wells) 

126421 CP PLUG WELL-DRK Doe Run GSF UGS (Wells) 

126421 CP PLUG WELL-MAG Magnolia GSF UGS (Wells) 

126421 CP PLUG WELL-MUL Muldraugh GSF UGS (Wells) 

127259 CP ASBESTOS BR1 ASBESTOS 

127280 CP ARO ASBESTOS MILL CREEK 2 ASB 

127297 CPASBESTOS BR2 ASBESTOS 

130720 CPASBESTOS MILL CREEK 1 ASB 

AROMC0241 CP 1755793 MC Landfill 

LSMR414 CPARO GAS MAINS AND SERVICE ABANDONMENTS 

PMR414 CPARO GAS MAINS AND SERVICE ABANDONMENTS 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Thursday, August 04, 2011 2:28 PM 
'Raque, Gary' 

Subject: RE: LGE Project Number 127092 - Ohio Falls 

OK, thanks for your help. 

From: Raque, Gary 
Sent: Thursday, August 04, 2011 2:28 PM 
To: Crescente, Angela 
Subject: RE: LGE Project Number 127092 - Ohio Falls 

Angela, 
Yes it is correct. It pertain to Unit 5 only. 

From: Crescente, Angela 
Sent: Thursday, August 04, 2011 2:22 PM 
To: Raque, Gary 
Subject: LGE Project Number 127092 - Ohio Falls 

Gary, 

I noticed this month that an extra $6,335.00 was charged to project number 127092 task CP AS8ESTOS and none of the 
other 5 Ohio Falls projects had any additional charges. I just wanted to make sure that this is correct and what was 
intended to happen. 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Thursday, August 04, 2011 2:28 PM 
'Raque, Gary' 

Subject: RE: LGE Project Number 127092 - Ohio Falls 

OK, thanks for your help. 

From: Raque, Gary 
Sent: Thursday, August 04, 2011 2:28 PM 
To: Crescente, Angela 
Subject: RE: LGE Project Number 127092 - Ohio Falls 

Angela, 
Yes it is correct. It pertain to Unit 5 only. 

From: Crescente, Angela 
Sent: Thursday, August 04, 2011 2:22 PM 
To: Raque, Gary 
Subject: LGE Project Number 127092 - Ohio Falls 

Gary, 

I noticed this month that an extra $6,335.00 was charged to project number 127092 task CP AS8ESTOS and none of the 
other 5 Ohio Falls projects had any additional charges. I just wanted to make sure that this is correct and what was 
intended to happen. 

Thanks, 
Angela 

1 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Thursday, August 04, 201110:48 AM 
Daly, Karen 

Subject: RE: 108799 for July 2011 

The settlement numbers for 108799 for July 2011 are as follows: 

LGE Electric - $106,482.65 
KU Electric - $119,378.78 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, August 04, 201110:43 AM 
To: Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
Subject: 108799 for July 2011 

All: 

The activity for 108799 for July 2011 is as follows: 

LGE - Generation Steam - $190,787.19 
LGE - Generation Hydro - $6,335.00 
LGE - Gas Distribution - $22,186.91 
KU - Generation Steam - $45,227.21 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Thursday, August 04, 201110:48 AM 
Daly, Karen 

Subject: RE: 108799 for July 2011 

The settlement numbers for 108799 for July 2011 are as follows: 

LGE Electric - $106,482.65 
KU Electric - $119,378.78 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Thursday, August 04, 201110:43 AM 
To: Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
Subject: 108799 for July 2011 

All: 

The activity for 108799 for July 2011 is as follows: 

LGE - Generation Steam - $190,787.19 
LGE - Generation Hydro - $6,335.00 
LGE - Gas Distribution - $22,186.91 
KU - Generation Steam - $45,227.21 

Thanks, 
Angela 

1 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, August 04, 201110:43 AM 
To: 
Subject: 

Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for July 2011 

All: 

The activity for 108799 for July 2011 is as follows: 

LGE - Generation Steam - $190,787.19 
LGE - Generation Hydro - $6,335.00 
LGE - Gas Distribution - $22,186.91 
KU - Generation Steam -$45,227.21 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, August 04, 201110:43 AM 
To: 
Subject: 

Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for July 2011 

All: 

The activity for 108799 for July 2011 is as follows: 

LGE - Generation Steam - $190,787.19 
LGE - Generation Hydro - $6,335.00 
LGE - Gas Distribution - $22,186.91 
KU - Generation Steam -$45,227.21 

Thanks, 
Angela 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Looks good to me too! 

From: Wiseman, Sara 

Wacker, Diana 
Wednesday, August 03, 2011 3:29 PM 
Wiseman, Sara; Leenerts, Patricia; Crescente, Angela; Riggs, Eric 
RE: Unitization over multiple years - Plugged Well Listing.xls 

Sent: Wednesday, August 03, 2011 3:29 PM 
To: Leenerts, Patricia; Wacker, Diana; Crescente, Angela; Riggs, Eric 
Subject: RE: Unitization over multiple years - Plugged Well Listing.xls 

Looks good to me. 

From: Leenerts, Patricia 
Sent: Wednesday, August 03, 2011 3:22 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 
Importance: High 

Two things: 

I would appreciate you guidance/comments on the excel file which Janice has requested. Please reply by EGO, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EGO, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Looks good to me too! 

From: Wiseman, Sara 

Wacker, Diana 
Wednesday, August 03, 2011 3:29 PM 
Wiseman, Sara; Leenerts, Patricia; Crescente, Angela; Riggs, Eric 
RE: Unitization over multiple years - Plugged Well Listing.xls 

Sent: Wednesday, August 03, 2011 3:29 PM 
To: Leenerts, Patricia; Wacker, Diana; Crescente, Angela; Riggs, Eric 
Subject: RE: Unitization over multiple years - Plugged Well Listing.xls 

Looks good to me. 

From: Leenerts, Patricia 
Sent: Wednesday, August 03, 2011 3:22 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 
Importance: High 

Two things: 

I would appreciate you guidance/comments on the excel file which Janice has requested. Please reply by EGO, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EGO, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

1 
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Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
In reality a listing on an email would be sufficient. «File: Plugged Well Listing.xls » 

We stated in the procedures: 
"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

« File: Unitization - multiple year plugging project draft.docx» 

2 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
In reality a listing on an email would be sufficient. «File: Plugged Well Listing.xls » 

We stated in the procedures: 
"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

« File: Unitization - multiple year plugging project draft.docx» 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Looks good to me. 

From: Leenerts, Patricia 

Wiseman, Sara 
Wednesday, August 03, 2011 3:29 PM 
Leenerts, Patricia; Wacker, Diana; Crescente, Angela; Riggs, Eric 
RE: Unitization over mUltiple years - Plugged Well Listing.xls 

Sent: Wednesday, August 03, 2011 3:22 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 
Importance: High 

Two things: 

I would appreciate you guidance/comments on the excel file which Janice has requested. Please reply by EOD, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EOD, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Looks good to me. 

From: Leenerts, Patricia 

Wiseman, Sara 
Wednesday, August 03, 2011 3:29 PM 
Leenerts, Patricia; Wacker, Diana; Crescente, Angela; Riggs, Eric 
RE: Unitization over mUltiple years - Plugged Well Listing.xls 

Sent: Wednesday, August 03, 2011 3:22 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 
Importance: High 

Two things: 

I would appreciate you guidance/comments on the excel file which Janice has requested. Please reply by EOD, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EOD, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 

1 
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To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
In reality a listing on an email would be sufficient. «File: Plugged Well Listing.xls » 

We stated in the procedures: 
"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

« File: Unitization - multiple year plugging project draft.docx» 

2 

To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
In reality a listing on an email would be sufficient. «File: Plugged Well Listing.xls » 

We stated in the procedures: 
"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

« File: Unitization - multiple year plugging project draft.docx» 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Looks good to me. 

From: Leenerts, Patricia 

Riggs, Eric 
Wednesday, August 03, 2011 3:29 PM 
Leenerts, Patricia; Wacker, Diana; Crescente, Angela; Wiseman, Sara 
RE: Unitization over mUltiple years - Plugged Well Listing.xls 

Sent: Wednesday, August 03, 2011 3:22 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 
Importance: High 

Two things: 

I would appreciate you guidance/comments on the excel file Which Janice has requested. Please reply by EOD, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EOD, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Looks good to me. 

From: Leenerts, Patricia 

Riggs, Eric 
Wednesday, August 03, 2011 3:29 PM 
Leenerts, Patricia; Wacker, Diana; Crescente, Angela; Wiseman, Sara 
RE: Unitization over mUltiple years - Plugged Well Listing.xls 

Sent: Wednesday, August 03, 2011 3:22 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 
Importance: High 

Two things: 

I would appreciate you guidance/comments on the excel file Which Janice has requested. Please reply by EOD, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EOD, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
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To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
In reality a listing on an email would be sufficient. «File: Plugged Well Listing.xls » 

We stated in the procedures: 
"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

« File: Unitization - multiple year plugging project draft.docx» 

2 

To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
In reality a listing on an email would be sufficient. «File: Plugged Well Listing.xls » 

We stated in the procedures: 
"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

« File: Unitization - multiple year plugging project draft.docx» 

2 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, August 03, 2011 3:27 PM 
Leenerts, Patricia 

Cc: Wacker, Diana; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please see the response I sent below. 

From: Crescente, Angela 
Sent: Monday, July 11, 2011 9:20 AM 
To: Leenerts, Patricia 
Cc: Wacker, Diana; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Pat, 

Per our conversation, I do agree that the detail version is more in line with what we talked about in the word document. 
So, if we want to keep the word document as is, then it would seem appropriate to send them the detail version. I am 
also OK with the changes that Janice and Lisa requested. 

Thanks, 
Angela 

From: leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

1 

Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, August 03, 2011 3:27 PM 
Leenerts, Patricia 

Cc: Wacker, Diana; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please see the response I sent below. 

From: Crescente, Angela 
Sent: Monday, July 11, 2011 9:20 AM 
To: Leenerts, Patricia 
Cc: Wacker, Diana; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Pat, 

Per our conversation, I do agree that the detail version is more in line with what we talked about in the word document. 
So, if we want to keep the word document as is, then it would seem appropriate to send them the detail version. I am 
also OK with the changes that Janice and Lisa requested. 

Thanks, 
Angela 

From: leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 
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Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
r,gr.~·li:J~ 
'1!ml!U 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

Plugged Well 
Listing. xis 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pi ... 
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Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
r,gr.~·li:J~ 
'1!ml!U 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

Plugged Well 
Listing. xis 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pi ... 

2 

Attachment to Response to KU AG-1 Question No. 201 
Page 159 of 1014 
Charnas



Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number-
Project Number Task name include initials Storage Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia 
126xxx CP PLUG WELL-CTR J L1LE #1 Center 
126xxx CP PLUG WELL-CTR JIM L1LE #1 Center 

Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number-
Project Number Task name include initials Storage Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia 
126xxx CP PLUG WELL-CTR J L1LE #1 Center 
126xxx CP PLUG WELL-CTR JIM L1LE #1 Center 
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Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number-
Project Number Task name include initials Storalle Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Maqnolia Pluqqed 
126xxx CP PLUG WELL-CTR J L1LE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM L1LE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM L1LE#3 Center in-process to be plugged on 130xxx project in 2012 
126xxx CP PLUG WELL-CTR J L1LE #3 Center Plugijed 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be plugged on 130xxx project in 2012 

Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number-
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plugged 
126xxx CP PLUG WELL-CTR J L1LE #1 Center Plu9iled 
126xxx CP PLUG WELL-CTR JIM L1LE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM L1LE#3 Center in-process to beQlu9iled on 130xxxyroject in 2012 
126xxx CP PLUG WELL-CTR J L1LE #3 Center PluQQed 
126xxx CP PLUG WELL-ORI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be pJug_ged on 130xxx yroject in 2012 
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Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plugged 
126xxx CP PLUG WELL-CTR J LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM L1LE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM L1LE#3 Center in-process to be plugged on 130xxx project in 2012 I 

126xxx CP PLUG WELL-CTR J L1LE #3 Center Plugged I 

126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out offunds; to be plugged on 130xxx proiect in 2012 

Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plugged 
126xxx CP PLUG WELL-CTR J LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM L1LE #1 Center Plug(led 
126xxx CP PLUG WELL-CTR JIM L1LE#3 Center in-process to be plugged on 130xxx project in 2012 
126xxx CP PLUG WELL-CTR J L1LE #3 Center Plugged 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out offunds; to be plugged on 130xxx project in 2012 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Importance: 

Two things: 

Leenerts, Patricia 
Wednesday, August 03, 2011 3:22 PM 
Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
FW: Unitization over multiple years - Plugged Well Listing.xls 

High 

I would appreciate you guidance/comments on the excel file which Janice has requested. Please reply by EOO, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EOO, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change Which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627 -3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Importance: 

Two things: 

Leenerts, Patricia 
Wednesday, August 03, 2011 3:22 PM 
Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
FW: Unitization over multiple years - Plugged Well Listing.xls 

High 

I would appreciate you guidance/comments on the excel file which Janice has requested. Please reply by EOO, Aug 8. I 
need to get the info to Janice and Lisa and they have been waiting for some time. 

Additional comments on the change Lisa and Janice recommend would be welcome, but if no comments are received by 
EOO, Aug 8, I will accept the comments as they propose in the Word document. Still provide comments on the Excel file. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change Which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627 -3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 
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In reality a listing on an email would be sufficient. 

We stated in the procedures: 

ItJ 
plugged Well 

listing. xl, 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pi ... 
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In reality a listing on an email would be sufficient. 

We stated in the procedures: 
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plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pi ... 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Crescente, Angela 
Friday, July 22, 2011 3:38 PM 
Ritchey, Stacy 
Hudson, Rusty; Wiseman, Sara; Neal, Susan 

Subject: RE: IMEA/IMPA Partner Reimbursement Task for ARO 

Tracking: 

Stacy, 

Recipient 

Ritchey, Stacy 

Hudson, Rusty 

Wiseman, Sara 

Neal, Susan 

Read 

Read: 7/22/2011 3:39 PM 

Read: 7/22/2011 3:40 PM 

Per our conversation, go ahead and set them up as net and since the budget is not concerned with expenditure types, 
we will figure out how to handle the actual reimbursements and accruals later. 

Thanks, 
Angela 

From: Ritchey, Stacy 
Sent: Thursday, July 21, 2011 7:25 PM 
To: Crescente, Angela 
Cc: Hudson, Rusty; Wiseman, Sara; Neal, Susan 
Subject: IMEA/IMPA Partner Reimbursement Task for ARO 

Angela, 

As I was entering the budget for the TC CCR Landfill Phase I & II (Projects 127134,127135,134055, & 134056) I realized 
we would need IMEAjlMPA partner reimbursement tasks to go against the ARO task we are going to use for the capping 
of the landfills. However, when I set them up (CP _ARO IMEA and CP _ARO IMPA) I got a cross validation rule stating the 

676 (Customer Payment) exp, type is not valid account with 108799. This is not an issue until 2015, Would loading the 
numbers at Net instead of Gross be ok, or do [ need to submit a GLAFF combination change request to allow the 676 
expenditure type to work with account 1087997 

Thanks, 

Stacy Ritchey 
Sr Budget Analyst 
Project Engineering 
BOC Phone: (502) 627-4388 
Fax: (502) 217-4980 
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Crescente, Angela 

From: 
Sent: 
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Sr Budget Analyst 
Project Engineering 
BOC Phone: (502) 627-4388 
Fax: (502) 217-4980 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 165 of 1014 
Charnas



Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Sunday, July 17, 20114:12 PM 
Crescente, Angela 

Subject: FW: EAM MC landfill ARO 

Kind of hard to find the right place to put it, right. I'm thinking maybe down a little further. Stop by on Monday and we 
will make a quick decision. 

From: Crescente, Angela 
Sent: Friday, July 15, 2011 9:45 AM 
To: Wiseman, Sara 
Subject: FW: EAM Me landfill ARO 

Sara: 

Please review the attached narrative (with tracked changes). I attempted to fulfill Shannon's request below. Please let 
me know if you need me to change anything or if you are OK with it so I can get it out on Sharepoint. 

40.01 - Acquisitions 
Disposals ... 

Thanks, 
Angela 

From: Wiseman, Sara 
Sent: Wednesday, July 13, 2011 1:01 PM 
To: Crescente, Angela 
Subject: FW: EAM Me landfill ARO 

From: Charnas, Shannon 
Sent: Wednesday, July 13, 2011 12:50 PM 
To: Wiseman, Sara 
Subject: EAM Me landfill ARO 

Sara -

I am finalizing this memo and will copy you as I send it to E&Y. I will also save to the shared drive and put it on the index. 
Would you please change your internal control narrative to include the new control to have an analyst review all 
projects on the RWIP schedule for reasonableness and follow up as needed that is mentioned in the memo. This isn't a 
key control, so it doesn't need to be a new control activity, just added to the narrative. I don't need to review this 
change, go ahead and push it through. 
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Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Sunday, July 17, 20114:12 PM 
Crescente, Angela 

Subject: FW: EAM MC landfill ARO 

Kind of hard to find the right place to put it, right. I'm thinking maybe down a little further. Stop by on Monday and we 
will make a quick decision. 

From: Crescente, Angela 
Sent: Friday, July 15, 2011 9:45 AM 
To: Wiseman, Sara 
Subject: FW: EAM Me landfill ARO 

Sara: 

Please review the attached narrative (with tracked changes). I attempted to fulfill Shannon's request below. Please let 
me know if you need me to change anything or if you are OK with it so I can get it out on Sharepoint. 

40.01 - Acquisitions 
Disposals ... 

Thanks, 
Angela 

From: Wiseman, Sara 
Sent: Wednesday, July 13, 2011 1:01 PM 
To: Crescente, Angela 
Subject: FW: EAM Me landfill ARO 

From: Charnas, Shannon 
Sent: Wednesday, July 13, 2011 12:50 PM 
To: Wiseman, Sara 
Subject: EAM Me landfill ARO 

Sara -

I am finalizing this memo and will copy you as I send it to E&Y. I will also save to the shared drive and put it on the index. 
Would you please change your internal control narrative to include the new control to have an analyst review all 
projects on the RWIP schedule for reasonableness and follow up as needed that is mentioned in the memo. This isn't a 
key control, so it doesn't need to be a new control activity, just added to the narrative. I don't need to review this 
change, go ahead and push it through. 
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Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 

2 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 
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KlJ. 
PPL companies 

~ 
Transaction: 

"Transaction Owner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.01- Acquisitions, Disposals and Retirement 
Manager, Property Accounting 
Director, Accounting and Regulatory Reporting 
lG&E, KU, lKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
completely and accurately. 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed. 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting in 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the financial statements. 
Additions to or disposals of fixed assets may be recorded at the wrong amounts. 

4 Additions to or disposals of fixed assets recorded In PowerPlant may not be transferred to the 
general ledger completely or accurately. 

5 Additions to or disposals of fixed assets may not be recorded in the proper accounting period. 
6 Asset retirement obligations (AROs) may not be identified and recorded accurately or completely. 
7 Gains/losses on disposals of assets may not be calculated correctly. 
S Spreadsheet risk - a standard risk will be written by S-OX Compliance 
9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 
Authorization for acquisitions and disposals: Authorizations for investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority limit Matrix and the Corporate Capital Policy. 

#2 I Key I Risk: 1,2 I Event-driven ! Semi-Automated I Preventive I V 
Change of specifications: A revised AlP must be submitted by the project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 

113 I Key I Risk: 2,5 I Quarterly I Semi-Automated I Preventive I C, A, V 
Activated costs for construction/cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
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identifying capital and cost of removal projects which are in (lopen" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of business budget coordinator with a 
request to update the project with either "in-service" or "completion" dates or verify that the project Is 
still active. 

#4 I Key I Risk: 2,5 I Monthly I Semi-Automated I Detective I C, A, V 
Capitalization/Retirement eligible projects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are in "completed" or "closed" status with no 
activity for 90 days or more. The purpose of this report Is to identify projects eligible for 
capitalization/retirement. 

#5 I Key I Risk: 3 I Daily I Semi-Automated I Detective I C, A, V 
Capltalization/Dlsposals affixed assets: After the Accounting Analyst creates the as-builts in powerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidelines, etc.) by the designated Accounting Analyst. 

#6 I Key I Risk: 3 I Event -driven I Manual I Preventive I C, A, V 
Work Order Analvsis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted 
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I permits, certificates of need, right of way agreements and environmental regulations. 

#10 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ABO Review for Disposals -If there Is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must ensure that the cost of removal is being properly accounted for. The Accounting Analyst in charge 
of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper accounting is 
associated with the project's set up in Orade and makes corrections as necessary. 

Preventive C,A,V,R 

#12 Key Quarterly Manual Preventive R 
Shared Drives are Reviewed Quarterly: S-OX Compliance will write a standard control 

Process Description: 

A mUlti-year Capital Investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to inform senior management of future capital-spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of lG&E and KU Energy LLC, induding the Chief Financial Officer (CFO), Chief Executive Officer (CEO), 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the multi-year Capital Investment Plan, each OBU will review 
all current-year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be in process at year-endJ but not complete, it must be Included in the following year's 
mUlti-year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified in the budgeting process, they are still subject to the 
Authority limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the Investment Committee must approve all projects greater than $1 millton to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority limit Matrix and the Corporate Capital Policy. [CA 1] Projects are not 
considered approved until appropriate approvals are obtained. 

The AlP is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Policy details the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. [CA 21 When It 
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is apparent that the amount approved on the original AlP will be insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts in Property Accounting are notified via email as projects are ready for approval. 
The AlP information is used to help the Accounting Analysts evaluate if an AlP Is in compliance with the 
Corporate Capital Policy guidelines. If It is incomplete or does not comply wIth the Capital Policy 
guidelines, the Accounting Analyst will reject the AlP and it will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO assoclated with the retirement of 
an asset. If there Is no ARO qualification for the retirement of an asset and the capital/cost of removal 
expenditure total matches the amount stated in the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there is a possibility of an ARO, the original AlP Is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst in 
charge of ARO accounting reviews the AlP, determines if an ARO liability exIsts, verifies the proper 
accounting Is assoclated with the project's setup in PowerPlant and makes corrections as necessary. 
[CA 10] Each month. the Accounting Analyst in charge of ARO accounting reviews the charges incurred 
for the ARO cost of removal for reasonableness. and if necessarY. follows up with field personnel with 
questions. The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage information, are available to all employees via the company 
intranet. 

Some capital asset additions necessitate the creation of an ARO if there is a legal or environmental 
obligation to remove the asset or dispose of it in a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine if the need for an ARO may exist. If 
the project is identified as having the potential to require an ARO, a copy of the AlP is forwarded to the 
Accounting Analyst In charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the Legal and Environmental personnel 
who wlll make the final determination of the need to establish an ARO based upon review of existing 
legal documents including laws, statutes, contracts} permits, certificates of need, right of way 
agreements and environmental regulations. [CA 91 

On a quarterly basis, Property Accounting will dIstribute ARO questionnaires and receive replies from 
Legal, Environmental and the Budget Managers for each operating line of business regarding any 
revisions of or additions to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARO is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel (operating units, Legal, Environmental, etc.) and the present value 
of the future retirement obligation Is calculated in accordance with guidelines under FASB Accounting 
Standards Codification (ASC) Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB Interpretation No. 47). 

Occasionally, due to business needs such as equipment fallures and emergencies, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one of following approvals must be received: 

1) Property Accounting must receive email approval from the highest level of lines of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
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unbudgeted project, approval from Financial Planning will be required for the early activation, as 
indicated in the Corporate Capital Policy. The approval request email should include the following 
informatIon: i) Project Number; ii) Project Description; iii) Total Project amount; Iv) Name ofthe 
Individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
unbudgeted spending. 

Or 

2) In the event the project has been previously approved by the Investment Committee, the above 
email from the highest LOB authority would not be required. Instead, verification from the Financial 
Planning Department that the project had indeed been approved by the Investment Committee would 
be sufficient approvaL 

Additionally, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project in order for the project to be 
moved to "open" status in Power Plant. Within 10 business days of the early activation, the AiP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department will maintain a log of Early Activated projects, and copies of the 
email approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated in capital and retirement projects as a result of manual journal entries and 
automated accounts payable, inventory and labor transactions. Burdens are automatically included as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
Narratives for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC). 

To ensure timely capitalization and retirement of projects, a report is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis Identifying capital and cost of removal projects which 
are In "open" or "In-service" status but having no activity for 90 days or more. This report is sent to 
every line of business budget coordinator with a request to update the project with either "in-service" 
or "completion" dates or verify that the project is still active. {CA 3] If the project is complete, the 
Property Accounting Department will capitalize it or process a retirement in a timely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report called the IIJob Log" 
identifying all capital projects, which are In "completed" or ('closed" status with no activity for 90 days or 
more. The purpose of this report is to identify projects eligible for capitalization/retirement. [CA 4] The 
report is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job Logs\Current Year Job Logs\Current Month Year\Company Job Log - Month Year). 
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During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. [eA 6] The capitalization process 
includes the following: 

• Review AlP. 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs. Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process includes the following: 

• Revrew AlP and the assoclated retirement/salvage information. 
• Review project removal charges in the Cost Repository Report - Actual Cost (RWIP). 

Transaction processing is accomplished in Power Plant with a combination of manual and automated 
processes as documented in the PowerPlant User GUides maintained In PowerPlant. The Accounting 
Analyst creates manual as-buUts, in PowerPlant for all non-mass property. Mass property such as utility 
poles, cross arms etc., are unitized through an automated as-built process. In both processes, costs 
charged to capital proJects are distributed automatically by the system based on units of property, 
established by the Accounting Analyst in the case of manual as-buHts and those established from 
inventory transactions in the case of automated as-bullts. The Property Accounting Analyst again 
verifies the segmentation Is correct and assigns the asset to a segmented plant account pursuant to 
FERC regulations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-builts and those established from inventory transactions in the case of automated as­
buUts. 

Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System. 

In order to prevent incorrect data from being entered, PowerPlant validation rules prevent the analyst 
from choosing Invalid units of property, plant accounts and business segment combinations. An error 
message is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including In service dates, 
tax districts, locations, units of property, etc. PowerPlant does not allow the posting of assets with 
incomplete data fields. 
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After the Accounting Analyst creates the as-builts In PowerPlant and performs the process It$end to 
CPR", the work is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. [eA 5] 
After the review and approval process is completed, relevant data Including project number, amount 
added or retired~ cost of removal, salvage amount, and the analyst's Initials are entered into the 
powerPlant Classification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'fs2':\POWER PLANT CLASSIFICATION\Current Year Class\ASBUILTS-INPUT-MONTH YEAR)_ The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the closing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period. The PowerPlant Application Access Reviewer then runs the 
PowerPlant processes to post all acquisitions for assets and retirements. To verify the accuracy and 
completeness of the data, monthly the PowerPlant Application Access Reviewer reconciles all addition 
and retirement postlngs in the general ledger to control totals in the PowerPlant Classification 
Spreadsheet (propaeet on 'fs2':\POWER PLANT ClASSIFICATION\CurrentYear Class\ASBUILT-INPUT­
MONTH YEAR). [eA 8] Discrepancies are investigated and cleared as discovered. Once all totals are 
reconciled, the PowerPlant Application Access Reviewer runs the depreciation calculations. Power Plant 
automatically generates entries for gains and losses on non-mass property which are then checked for 
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Information Processing Objectives (CAVR) 

Completeness: All transactions that occur are processed once and only once; duplicate entries are 
identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy: Transactions are recorded at the correct amount in the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 

Validity: Only authorized economic events that actually occurred and relate to LG&E and KU Energy LLC 
and its' subsidiaries are recorded. 

Restricted Access: Data is protected against unauthorized amendments and access to confidential data 
and physical assets are appropriately restricted to authorized personnel. 
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Crescente, Angela 

From: Raque, Gary 
Sent: 
To: 

Friday, July 15, 201110:39 AM 
Crescente, Angela 

Subject: RE: Brown Main Pond Close Out 

Angela, 
Due to our conversation today we will not be charging ARO or removal charges to the Brown CCR ash pond. At this time 
we will not be utilizing an ARO task. 

From: Crescente, Angela 
Sent: Friday, July 15, 2011 9:34 AM 
To: Raque, Gary 
Subject: RE: Brown Main Pond Close Out 

Gary, 

I haven't seen any charges on this task yet, but it is my understanding (based on what I heard in the meeting we were 
just in) that the pond has been drained and construction is being started on the landfill conversion. I was just wondering 
where the closeout of the ash pond charges have been going. 

Thanks, 
Angela 

From: Raque, Gary 
Sent: Monday, June 20, 2011 3:51 PM 
To: Crescente, Angela 
Subject: RE: Brown Main Pond Close Out 

Yes its being converted to a Landfill 

From: Crescente, Angela 
Sent: Monday, June 20, 2011 3:49 PM 
To: Raque, Gary 
Subject: RE: Brown Main Pond Close Out 

I have set up a task called CP ARO for this purpose. Is the whole ash pond being closed? 

From: Raque, Gary 
Sent: Monday, June 20, 2011 3:38 PM 
To: Crescente, Angela 
Subject: Brown Main Pond Close Out 
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Angela. 
Just wanted to bring to your attention that we will probably have charges this year related to "closing out" of the Brown 
CCR Main Pond (Project #132371). This will need to have an the ARO task set up. I know that you set them up before. 

Gary Raque 
LG&E and KU Energy LLC 
Project Engineering 
BOC3 
Phone: (502) 627-3241 
Fax: (502) 217-2801 
gary.rague@lge-ku.com 
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Crescente. Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Tracking: 

Crescente, Angela 
Thursday, July 14, 2011 8:34 AM 
Neal, Susan 
Shultz, Cathy 
RE: Power Plant Issue 

Recipient 

Neal, Susan 

Shultz, Cathy 

Read 

Read: 7/14/20118:37 AM 

Read: 7/14/20118:35 AM 

Both of these are going to be reversed. They should not have been charged to 108799. Yes, I have spoken to Stacy, and 
she told me she was going to do CODs. 

From: Neal, Susan 
Sent: Thursday, July 14, 2011 8:17 AM 
To: Crescente, Angela 
Cc: Shultz, Cathy 
Subject: FW: Power Plant Issue 

Was this one of the projects you were telling me about the other day? If it is, is Stacy aware that the charges need to be 
reversed? 

Thank you, 
Susan Neal 
Manager, Financial Analysis 
LG&E and KU Services Company 
220 W. Main SI. 
Louisville, KY 40202 
(502) 627 -3447 
susan.neal@lge-ku.com 

From: Shultz, Cathy 
Sent: Thursday, July 14, 2011 8: 10 AM 
To: Neal, Susan 
Cc: Mooney, Mike (BOC 3); Ritchey, Stacy 
Subject: FW: Power Plant Issue 

Susan, can you take a look at this? 

From: Mooney, Mike (BOC 3) 
Sent: Wednesday, July 13, 20114:53 PM 
To: Shultz, cathy 
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Cc: Ritchey, Stacy 
Subject: Power Plant Issue 

Cathy, 

For TC BAP/GSP projects 121682 and 121683, Power Plant is not picking up the CP ASBESTOS task (account 108799) in 
the June actuals. I have tried updating it with actual and still no luck. Any ideas on your side? 

Mike Mooney 
Budget Analyst III, Project Engineering 
BOC3 
BOC Phone: (502) 627-3671 
Fax: (502) 217- 2943 
E-mail: Mike.Mooney@lge·ku.com 
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Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Wednesday, July 13, 20111:01 PM 
Crescente, Angela 

Subject: FW: EAM MC landfill ARO 

From: Charnas, Shannon 
Sent: Wednesday, July 13, 2011 12:50 PM 
To: Wiseman, Sara 
Subject: EAM Me landfill ARO 

Sara -

I am finalizing this memo and will copy you as I send it to E&Y. I will also save to the shared drive and put it on the index. 
Would you please change your internal control narrative to include the new control to have an analyst review all 
projects on the RWIP schedule for reasonableness and follow up as needed that is mentioned in the memo. This isn't a 
key control, 50 it doesn't need to be a new control activity, just added to the narrative. I don't need to review this 
change, go ahead and push it through. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&EandKU 
(502) 627-4978 
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Crescente, Angela 

From: Buckner, Mike 
Sent: 
To: 

Tuesday, July 12, 2011 5:06 PM 
Crescente, Angela 

Subject: RE: MC Landfill - 112767 - CP AR020ll 

Angela, 

In regards to our phone conversation last Thursday pertaining to Mill Creek Landfill charges, the money for the ditches 
should be charged to the ARO account because they are part of the closing of the landfill. These "Type 2" ditches as 
they are referred to in the contract are constructed as part of the closeout of the vertical expansion portion of the 
landfill. 

During the development of a landfill there are ditches that are built, extended and maintained while the active part of 
the landfill is worked and built up. Once the landfill is full and ready to be closed out, additional ditches are built per 
state regulations to handle the runoff from the capped off landfill. 

If you have any other questions, please let me know. 

Mike Buckner 
Production Manager - Mill Creek Station 
LG&E and KU Energy LLC 
14660 Dixie Highway 
Louisville, KY 40272 
502-933-6515 

From: Crescente, Angela 
Sent: Thursday, July 07, 201111:42 AM 
To: Buckner, Mike 
Subject: RE: MC Landfill - 112767 - CP AR02011 

Mike, 

Would you mind sending me an email about our phone discussion regarding how the ditches are actually part of closing 
the landfill so that I can keep that for my records so I can have something to reference back to so that I won't have to 
bother you again later? 

Thanks, 
Angela 

From: Pence, Mark 
Sent: Thursday, July 07,201111:10 AM 
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To: Crescente, Angela; Love, K J; Buckner, Mike 
Cc: Rose, Bruce; Van Winkle, Don 
Subject: RE: MC Landfill - 112767 - CP AR02011 

Angela, Kevin is on vacation this week, but Don Van Winkle or Mike Buckner might be able to answer this. I know it was 
for an accrual for Charah, but I think there still is some confusion/disagreement on what is getting charged where. 

Mike, please check into this and let Angela know your findings. Thanks. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Crescente, Angela 
Sent: Thursday, July 07, 2011 11:04 AM 
To: Love, K J; Pence, Mark 
Cc: Rose, Bruce 
Subject: MC Landfill - 112767 - CP AR02011 

K J and Mark, 

I saw that $122,088.00 was charged to task CP AR02011 (108799) in June 2011. Based on our recent conversations, I 
just wanted to make sure that this should have gone to 108799 and wasn't related to the ditches that should go to 
107001 construction. Please advise. 

Thanks, 
Angela 
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Crescente. Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

SAB 99 memo Mill 
Creek Landfil." 

Wiseman, Sara 
Monday, July 11, 201110:41 AM 
Charnas, Shannon 
Crescente, Angela 
SAB 99 memo Mill Creek Landfill ARO 6-30-11.doc 

Shannon: I've added the controls as requested in your email below. Angela and I've tried to write what we thought was 
appropriate, but not sure what we've done is what you had in mind. So, we're open to any comments. 

FW: SAB 99 memo 
r~i11 Creek lan .• , 

Crescente. Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

SAB 99 memo Mill 
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IGf KU. 
PPL companIes 

MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 201 I 

Valerie L. Scott, Controller 

Angela Crcscente, Accounting Analyst III, Property Accounting 
Sara Wiseman, Manager, Propcliy Accounting 

Mill Creek Landfill Assct Retirement Obligation 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxlcy Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Y Dung 

Overview of Enol" 

During unitization of the LG&E Mill Creck landfill project (no. 112767), it was discovered that 
$857,559 had been charged in error to Account 108799 RWIP-ARO Legal (RWIP) instcad of 
Account 107001 Construction Work in Progress (CWIP). The error amount accumulated over 
time from August 2007 through November 2010. The error occurred as the invoices covering 
the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The error was detected in May 
2011 and was corrected in that month via ajournal entry. 

How Error \Vas Identified 

During the unitization process, the -aAccounting -aAnalyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project rcvealed that RWIP (account 108799) charges were a 
significant amount of the total project charges. The -aAnalyst contacted plant and environmental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that ajournal entry should be made to transfer $857,559 fl'om RWIP to CWIP. 
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June 20, 2011 
Page 2 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

The root cause of the error was due to a lack of understanding by the employees coding the 
invoices. 

Controls Impacted 

Cycle 40.01~Acqusitions, Disposals and Retirement, Control Activity #6 states "Work Order 
Analvsis Checklist: The Accounting Analyst uses the \Vark Order Analysis Checklist posted on 
the Property Acconnting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIF1CATlONIWork Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement affixed assets in the financial 
statements." One of the tasks on this checklist is to review the charges on the project to ensure 
they are proper for capitalization or retirement. It was during this review that the errol" was 
discovered. 

Additionally, Cycle C04.04.01·Fixed Assets/Maintenance Control Activity #2 was in place 
during the time period in which the error occurred. The Control Activity states",,"Review of ____ ... -1 Formatted: foot: Not Bold, No underline 

Financial Reports -Budget Analysts and/or Commercial Operations Managers perform a review 
of their financial reports to ensure all expenditures are appropriately accounted for. ll This control 
encomoasses various comparisons of financial reports including budget to actual. This control 
was in place and fUllctioning. however, due to a lack of knowledge regarding the correct coding 
of the invoices. the error was not detected. 

Control Activity #2 in Cycle C04.04.01-Fixed Assets/Maintenance was removed during the 
Sarbanes Oxley optimization process in the first half of20 11. Entity Level Control 112.02.01 
accomplished the same obiective on a broader scale. Entity Level Control 112.02.01 states 
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identified. analyzed and reported to the appropriate management level.l
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[is there possibly another control that relates to Budget Coordinator review of the charges that 
could be referenced? \Ve did have a control in the maintenance cycle but was eliminated in 
optimization. I had an email from Mimi on a different topic. but this was her response to 
essentially the same question: Entity level Objective 12.2 - Process for comparing actual operating 
results to budget and communicating the results to the appropriate individuals and the control for this 
objective - The current financial profitability reports (Including essential key figures) are verified for 
plausibility. I've looked and can't find the entity level controls. Mm'be you know? I can contact 
MimilJames on Monday about it as well.l 

.... - - i Formatted: Normal, line spadng: single 
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June 20, 2011 
Page 3 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

This errol' is determined to be an observation. rather than a deficiency. The error was detected 
during the unitization Process. which was performed according to the control. Since this project 
was of a long duration. the charges were not reviewed by an Accounting Analyst until the project 
was complete. which is normal process. Charges may be reviewed earlier. but this is not 
required. Therefore. CA#6 in Cycle 40.01 functioned properly. 

To prevent future mistakes from occurring, several meetings were conducted in Juftethc second 
quarter of 20 II between Property Accounting, Environmental Affairs, Mill Creck plant 
personnel and Power Production Finance & Budgeting. During these meetings, the construction 
and retirement processes for the landfill wefeas thoroughly reviewed and the applicable parties 
agreed to a methodology for the coding of invoices to begin immediate I". Additionally, each 
month an Accounting Analyst reviews all proiects on the R \VIP sublcdger (account 108799) for 
reasonableness and contacts plant personnel for follow-up on questions as needed. We 88 have 
atl email n'em tbis Bast meRtlt 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X 
2010 X X X X 
2009 X X X X 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(Fom Error Correcting Entries file) 

3ME 03131111 3ME 03131111 
Fin Stmt Une Item Company Debit Credit Debit 

Construction in Progress LG&E 858 
Asset Retirement Obligations LG&E 858 

bG&~ 

bG~ 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (02 2011) since the balance sheet was corrccted.------+ 
when the above entry was recorded in May 2011 on the general ledger. The adjustment was 
discovered in May, which was too late to be included in the March 2011 waived adjustment file. 

Credit 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Pat, 

Crescente, Angela 
Monday, July 11, 2011 9:20 AM 
Leenerts, Patricia 
Wacker, Diana; Riggs, Eric; Wiseman, Sara 
FW: Unitization over multiple years - Plugged Well Listing.xls 

Per our conversation, I do agree that the detail version is more in line with what we talked about in the word document. 
So, if we want to keep the word document as is, then it would seem appropriate to send them the detail version. I am 
also OK with the changes that Janice and Lisa requested. 

Thanks, 
Angela 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

~ 
Plugged Well 

Listing.xl, 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Pat, 

Crescente, Angela 
Monday, July 11, 2011 9:20 AM 
Leenerts, Patricia 
Wacker, Diana; Riggs, Eric; Wiseman, Sara 
FW: Unitization over multiple years - Plugged Well Listing.xls 

Per our conversation, I do agree that the detail version is more in line with what we talked about in the word document. 
So, if we want to keep the word document as is, then it would seem appropriate to send them the detail version. I am 
also OK with the changes that Janice and Lisa requested. 

Thanks, 
Angela 

From: Leenerts, Patricia 
Sent: Monday, July 11, 2011 8:57 AM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Lisa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

~ 
Plugged Well 

Listing.xl, 

1 
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"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, eqUipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pl. .. 

2 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the projecUtask plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, eqUipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

Unitization - multiple 
year pl. .. 

2 
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Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number -
Project Number Task name include initials Storaue Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Maonolia 
126xxx CP PLUG WELL-CTR J LlLE #1 Center 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center 

Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number -
Project Number Task name include initials Storaue Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Maonolia 
126xxx CP PLUG WELL-CTR J LlLE #1 Center 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center 
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Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Stora~e Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plu~ged 

126xxx CP PLUG WELL-CTR J LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE #3 Center in-process to be plugged on 130xxx project in 2012 
126xxx CP PLUG WELL-CTR J LlLE #3 Center Pluqqed 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be plugged on 130xxx project in 2012 

Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plugged 
126xxx CP PLUG WELL-CTR J LlLE #1 Center PluQQed 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE #3 Center in-process to be plugged on 130xxx proiect in 2012 
126xxx CP PLUG WELL-CTR J LlLE #3 Center Plugged 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be plugged on 130xxx project in 2012 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Leenerts, Patricia 
Monday, July 11, 2011 8:57 AM 
Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627 -3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Usa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

11) 
Plugged Well 

Listing.xls 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Leenerts, Patricia 
Monday, July 11, 2011 8:57 AM 
Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
FW: Unitization over multiple years - Plugged Well Listing.xls 

Please take a few minutes to review the attached template. I have offered two versions. I believe the Detail Status tab 
may be more in line with what we requested in the documentation. Please review and respond by 7/15. 

In addition, please review the word document for the one change which Janice and Lisa requested to be changed. I will 
accept their request unless I receive comments on that document. 

Thanks, 

Pat 
502-627 -3811 

From: Leenerts, Patricia 
Sent: Thursday, June 23, 2011 6:40 PM 
To: Wacker, Diana; Crescente, Angela; Riggs, Eric; Wiseman, Sara 
Subject: Unitization over multiple years - Plugged Well Listing.xls 

Please review the attached and comment by June 27th. There are 2 tabs to review. 

Usa and Janice requested a template to complete when notifying Property Accounting of the wells which were plugged. 

In reality a listing on an email would be sufficient. 

We stated in the procedures: 

11) 
Plugged Well 

Listing.xls 

"Well worked on under each plugging project should be listed with a status to show if the plugging work is complete or 
not complete. This information will inform property accounting as to the make-up of the dollars under each task. 
Unitization will not take place for the well until the plugging status is complete." 

Angela tweaked my first draft and here's what we came up with the Plug List Tab. The list should only contain wells 
plugged in 20XX and the project/task plugged under. We decided to leave the field name as it should match the field 
name in the CP task. Hopefully it would prompt a correction on their part if they realized the charges hit the wrong task. 

After reviewing what we indicated in the draft we might need something more like the Detail Status tab. 

We had discussed and agreed that all charges to a CP WELL PLUG-Field task would be swooped up into the wells 
indentified as plugged in the project year, even though charges may be on the task for a well (A) which was not completed 
(due to weather, equipment, etc). The completion of plugging that well (A) would be handled on a future well plugging 
project. 

Here's the document that Lisa and Janice sent back to us for easy referencing. 

1 
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Unitization - multiple 
year pl." 

2 

Unitization - multiple 
year pl." 

2 
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Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number-
Project Number Task name include initials Storage Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia 
126xxx CP PLUG WELL-CTR J LlLE #1 Center 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center 

Please complete for all wells plugged in calendar year, 20XX. 

Well Name & Number-
Project Number Task name include initials Storage Field 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia 
126xxx CP PLUG WELL-CTR J LlLE #1 Center 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center 
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Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plugged 
126xxx CP PLUG WELL-CTR J LlLE #1 Center PluQQed 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE #3 Center in-process to be pluQQed on 130xxx proiect in 2012 
126xxx CP PLUG WELL-CTR J LlLE #3 Center Plugged 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be pluQQed on 130xxx proiect in 2012 

Please complete for all charges hit in calendar year, 20XX. Send to Property Accounting by Feb 28, 20XX+1 

Well Name & Number -
Project Number Task name include initials Storage Field Status Comments 

126xxx CP PLUG WELL-MAG C E THOMPSON #1 Magnolia Plugged 
126xxx CP PLUG WELL-CTR J LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE #1 Center Plugged 
126xxx CP PLUG WELL-CTR JIM LlLE #3 Center in-process to be jllugged on 130xxx project in 2012 
126xxx CP PLUG WELL-CTR J LlLE #3 Center Plugged 
126xxx CP PLUG WELL-DRI C KEITH #5 Doe Run-Indiana not started Ran out of funds; to be iJlugged on 130xxxproject in 2012 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Mooney, Mike (BOC 3) 
Monday, July 11, 2011 7:46 AM 
Crescente, Angela 
RE: KU-130905 

It was an accrual for an estimated invoice we should be paying sometime in July 

From: Crescente, Angela 
Sent: Saturday, July 09, 2011 12:32 PM 
To: Mooney, Mike (BOe 3) 
Subject: KU-13090S 

Mike, 

I saw that the $87,360.00 was reversed in July. Was that just an accrual reversal? Are you expecting to rebook it later? 

Thanks, 
Angela 

1 

Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Mooney, Mike (BOC 3) 
Monday, July 11, 2011 7:46 AM 
Crescente, Angela 
RE: KU-130905 

It was an accrual for an estimated invoice we should be paying sometime in July 

From: Crescente, Angela 
Sent: Saturday, July 09, 2011 12:32 PM 
To: Mooney, Mike (BOe 3) 
Subject: KU-13090S 

Mike, 

I saw that the $87,360.00 was reversed in July. Was that just an accrual reversal? Are you expecting to rebook it later? 

Thanks, 
Angela 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 195 of 1014 
Charnas



Crescente, Angela 

From: Pence, Mark 
Sent: 
To: 
Cc: 
Subject: 

Monday, July 11, 2011 6:52 AM 
Dowd, Deborah; Crescente, Angela 
Buckner, Mike; Van Winkle, Don 
RE: 112767-CP AR02011 

Angela, 

You are correct. That is the credit side of the accrual that was made for June, and yes, we will be charging/accruing the 
ARO account for the remainder of the year. The amount that remains in that forecast is approx. $685k. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Dowd, Deborah 
Sent: Saturday, July 09, 2011 10:51 AM 
To: Crescente, Angela; Pence, Mark 
Subject: FW: 112767-CP AR02011 

Mark, can you please address Angela's question. 

From: Crescente, Angela 
Sent: Saturday, July 09, 2011 10:50 AM 
To: Dowd, Deborah 
Subject: 112767 -CP AR02011 

Deborah, 

I saw that $120K was reversed in July on this project/task. After speaking with Mike Buckner, he assured me that all of 
these charges should indeed go to 108799 because these ditches in particular are in order to close a section of the 
landfill. Is this just an accrual reversal? Are you planning on charging/accruing it again? 

Thanks, 
Angela 

1 

Crescente, Angela 

From: Pence, Mark 
Sent: 
To: 
Cc: 
Subject: 

Monday, July 11, 2011 6:52 AM 
Dowd, Deborah; Crescente, Angela 
Buckner, Mike; Van Winkle, Don 
RE: 112767-CP AR02011 

Angela, 

You are correct. That is the credit side of the accrual that was made for June, and yes, we will be charging/accruing the 
ARO account for the remainder of the year. The amount that remains in that forecast is approx. $685k. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Dowd, Deborah 
Sent: Saturday, July 09, 2011 10:51 AM 
To: Crescente, Angela; Pence, Mark 
Subject: FW: 112767-CP AR02011 

Mark, can you please address Angela's question. 

From: Crescente, Angela 
Sent: Saturday, July 09, 2011 10:50 AM 
To: Dowd, Deborah 
Subject: 112767 -CP AR02011 

Deborah, 

I saw that $120K was reversed in July on this project/task. After speaking with Mike Buckner, he assured me that all of 
these charges should indeed go to 108799 because these ditches in particular are in order to close a section of the 
landfill. Is this just an accrual reversal? Are you planning on charging/accruing it again? 

Thanks, 
Angela 
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Crescente, Angela 

From: Charnas, Shannon 
Sent: 
To: 

Saturday, July 09, 201111:32 AM 
Wiseman, Sara 

Cc: Crescente, Angela 
Subject: FW: SAB 99 memo Mill Creek Landfill ARO 6-30-ll.doc 

Sara-

Thanks. I have removed several of my comments that were addressed. I am OK with the changes, with the exception of 
the second controls paragraph, which I know is still in progress. I think we should reference the control that was 
removed during optimization since this error goes back far enough that it would have been in place at the time. 
Regarding the entity level controls, I think we should reference that control as well, since it is the current version of the 
control that was replaced during optimization. To find the entity level controls, go to the S-OX page 
(http://home!og!OA!ICS! layouts!viewlsts.aspx?BaseType=O). Then click on Lists on the left side (not very intuitive). 
Then click on the orange box next to entity level controls. I hope this helps. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 

From: Wiseman, Sara 
Sent: Saturday, July 09, 201110:57 AM 
To: Charnas, Shannon 
Cc: Crescente, Angela 
Subject: SAB 99 memo Mill Creek Landfill ARO 6-30-11.doc 

SAB 99 memo Mill 
(reek Landfil ••. 

Shannon: I've made some changes based on your suggestions to this. I also put a comment in there regarding the 
budget coordinator review. I may still have to follow up on this based on what you think after you read the memo. But, 
I decided to go ahead and send this back to you today on the chance that you could look at the rest of memo. 
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From: Charnas, Shannon 
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Il* KU. 
PPL companies 

MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

June 20, 2011 

Valerie L. Scott, Controller 

Angela Crescente, Accounting Analyst III, Property Accounting 
Sara Wiseman, Manager, Propetiy Accounting 

Mill Creek Landfill Asset Retirement Obligation 

Shatmon Charnas, Director, Accounting & Regulatory Reporting 
Rusty Hudson, Director, Energy Services Accounting & Budget 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sat'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Error 

During unitization of the LG&E Mill Creek landfill project (no. 112767), it was discovered that 
$857,559 had been charged in error to Account 108799 RWIP-ARO Legal (RWIP) instead of 
Account 107001 Construction Work in Progress (CWIP). The error amount accumulated over 
time from August 2007 through November 2010. The error occuned as the invoices covering 
the charges were incorrectly coded for payment. 

This error caused both the Construction in Progress and the Asset Retirement Obligations 
financial statement lines on the balance sheet to be understated. The error was detected in May 
2011 and was corrected in that month via a journal entry. 

How Error Was Identified 

During the unitization process, the aAccounting aAnalyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWIP (account 108799) charges were a 
significant amount of the total project charges. The aAnalyst contacted plant and environmental 
personnel to discuss the situation. After discussion and detailed review of the charges, it was 
determined that a journal entry should be made to transfer $857,559 from RWIP to CWIP. 
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During the unitization process, the aAccounting aAnalyst prepared the project for processing by 
reviewing the charges on the project and comparing those to the AlP description for 
reasonableness. The project description on the AlP listed the main construction activities as a 
horizontal landfill expansion with little mention of any retirement activities. However, a review 
of the actual charges on the project revealed that RWIP (account 108799) charges were a 
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determined that a journal entry should be made to transfer $857,559 from RWIP to CWIP. 
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June 20, 2011 
Page 2 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

The root cause of the error was due to a lack of understanding by the employees coding the 
invoices. 

Controls Impacted 

Cycle 40.01-Acqusitions, Disposals and Retirement, Control Activity #6 states "Work Order 
Analysis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted on 
the Property Accounting Depmiment's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\ Work Order Analysis Checklist) to aid in the capitalization and retirement 
process. This checklist ensures that fixed asset records are processed consistently by all 
Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements." One ofthe tasks on this checklist is to review the charges on the project to ensure 
they are proper for capitalization or retirement. It was during this review that the error was 
discovered. 

[Is there possibly another control that relates to Budget Coordinator review of the charges that 
could be referenced? We did have a control in the maintenance cycle but was eliminated in 
optimization. I had an email from Mimi on a different topic, but this was her response to 
essentially the same question: Entity Level Objective 12.2 - Process for comparing actual operating 
results to budget and communicating the results to the appropriate individuals and the control for this 
objective - The current financial profitability reports (including essential key figures) are verified for 
plausibility. I've looked and can't find the entity level controls. Maybe you know? I can contact 
Mimi/James on Monday about it as well.l 

This error is determined to be an observation, rather than a deficiency. The error was detected 
during the unitization process, which was performed according to the control. Since this project 
was of a long duration, the charges were not reviewed by an Accounting Analyst until the project 
was complete, which is normal process. Charges may be reviewed earlier, but this is not 
required. Therefore, CA#6 in Cycle 40.01 functioned properly. 

To prevent future mistakes from occurring, several meetings were conducted in J1methe second 
quarter of 20 II between Property Accounting, Environmental Affairs, Mill Creek plant 
personnel and Power Production Finance & Budgeting. During these meetings, the construction 
and retirement processes for the landfill wereas thoroughly reviewed and the applicable parties 
agreed to a methodology for the coding of invoices to begin immediately. Additionally, each 
month an Accounting Analyst reviews all projects on the RWIP subledger (account 108799) for 
reasonableness and contacts plant personnel for follow-up on questions as needed. -We-6s have 
an email from this past msltth 

Periods Impacted (including quarter correction booked) 

I Year/Quarter I Ql Q2 Q3 Q4 
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June 20,2011 
Page 3 
Mill Creek Landfill Asset Retirement Obligation -May 2011 

2011 x 
2010 x x 
2009 x x 

x x 
x x 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 
(/i'om Error Correcting Entries file) 

3ME 03/31/11 3ME 03/31/11 
Fin Stmt Line Item Com pany _----'D"'e"'b"'it'---_-""C"'re"'d"'--it Debit Credit 

Construction in Progress LG&E 858 
Asset Retirement Obligations LG&E 858 

bG&e 
bG&€ 

I '" I '" I 
In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (02 2011) since the balance sheet was corrected.-+ 
when the above entry was recorded in May 2011 on the general ledger. The adjustment was 
discovered in May, which was too late to be included in the March 2011 waived adjustment file. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

40.01 -
Acquisitions Dis." 

Wiseman, Sara 
Monday, October 03, 2011 10:56 AM 
Crescente, Angela 
40.01 - Acquisitions Disposals and Retirement 10 3 11.docx 

Please see tracked changes. 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 201 of 1014 
Charnas



PPL companies 
Cycle: 
Transaction: 
Transaction OWner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.01 - Acquisitions, Disposals and Retirement 
Manager, Property Accounting 
Director, Accounting and Regulatory Reporting 
LG&E, KU, LKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
completely and accurately. 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed. 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting In 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the financial statements. 
Additions to or disposals of fixed assets may be recorded at the wrong amounts. 

4 Additions to or disposals of fixed assets recorded in PowerPlant may not be transferred to the 
general ledger completely or accurately. 

5 Additions to or disposals of fixed assets may not be recorded in the proper accounting period. 

6 Asset retirement obligations (AROs) may not be identified and recorded accurately or completely. 

7 Gains/losses on disposals of assets may not be calculated correctly. 
8 Spreadsheet risk - a standard risk will be written by S·OX Compliance 

9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive j V 
Authorization for acquisitions and disposals: Authorizations for Investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority Limit Matrix and the Corporate Capital Policy. 

#2 I Key I Risk: 1,2 I Event-driven I Semi-Automated .I Preventive 1 V 
Change of specifications: A revised AlP must be submitted by the project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 
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113 I Key I Risk: 2,5 I Quarterly I Semi-Automated I Preventive I C, A, V 
Activated costs for construction!cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
identifying capital and cost of removal projects which are in "open" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of business budget coordinator with a 
request to update the project with either "in-service" or "completion" dates or verify that the project is 
still active. 

114 1 Key 1 Risk: 2,5 1 Monthly 1 Semi-Automated 1 Detective 1 C, A, V 
Capitalization/Retirement eliqible projects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are in "completed" or "closed" status with no 
activity for 90 days or more. The purpose of this report is to identify projects eligible for 
capitalization/retirement. 

115 I Key I Risk: 3 I Daily I Semi-Automated I Detective I C, A, V 
Capitalization/Disposals of fixed assets: After the Accounting Analyst creates the as-builts in PowerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidelines, etc.) by the designated Accounting Analyst. 

116 .1 Key I Risk: 3 l Event -driven J Manual 1 Preventive J C, A, V 
Work Order Analysis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted 
on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. 

117 I Key I Risk: 4,5,7 I Monthly I Manual I Preventive I C, A 
Closing Checklist: During the closing process, the PowerPlant Application Access Reviewer uses a closing 
checklist saved on the Property Accounting Shared Drive (propacct on 'fs2':\Closing\Closing Reports\PP 
Closing Checklist) to ensure that all steps are completed. 

118 I Key I Risk: 4,5 I Monthly I Semi-Automated I Detective I C, A 
Period c10sinq activities: To verify the accuracy and completeness of the data, monthly the PowerPlant 
Application Access Reviewer reconciles all addition and retirement postings in the general ledger to 
control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). 

119 _ L Key L Risk: 6 1 Event-driven J Manual J Preventive J C, A, V 
ARO Review for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to require 
an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO accounting for 
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further action. The Accounting Analyst in charge of ARO accounting reviews the AlP and if appropriate, 
contacts the Legal and Environmental personnel who will make the final determination of the need to 
establish an ARO based upon review of existing legal documents including laws, statutes, contracts, 
permits, certificates of need, right of way agreements and environmental regulations. 

#10 I Key I Risk: 6 I Event-driven I Manual 1 Preventive L C, A, V 
ARO Review for Disposals: If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must ensure that the cost of removal is being properly accounted for. The Accounting Analyst in charge 
of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper accounting is 
associated with the project's set up in Oracle and makes corrections as necessary. 

#11 I Key I Risk: 8 I Ongoing I Manual I Preventive I C, A, V, R 
Spreadsheet Controls: Reference control activity number 1 on 80.10 - GenerallCFR 

#12 I Key I Risk: 9 I Quarterly I Manual I Preventive I R 
Restricted Access to Network Shared Drives: Reference control activity number 2 on 80.10 - General 
ICFR 

Process Description: 

A mUlti-year Capital Investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to inform senior management of future capital-spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of LG&E and KU Energy LLC, including the Chief Financial Officer (CFO), Chief Executive Officer (CEO), 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the mUlti-year Capital Investment Plan, each OBU will review 
all current-year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be in process at year-end, but not complete, it must be included in the following year's 
mUlti-year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified in the budgeting process, they are still subject to the 
Authority Limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the Investment Committee must approve all projects greater than $1 million to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority Limit Matrix and the Corporate Capital Policy. ICA 1] Projects are not 
considered approved until appropriate approvals are obtained. 
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The AlP is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Policy details the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. leA 2] When it 
is apparent that the amount approved on the original AlP will be insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts in Property Accounting are notified via email as projects are ready for approval. 
The AlP information is used to help the Accounting Analysts evaluate if an AlP is in compliance with the 
Corporate Capital Policy guidelines. If it is incomplete or does not comply with the Capital Policy 
guidelines, the Accounting Analyst will reject the AlP and it will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO associated with the retirement of 
an asset. If there is no ARO qualification for the retirement of an asset and the capital/cost of removal 
expenditure total matches the amount stated in the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst in 
charge of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper 
accounting is associated with the project's setup in PowerPlant and makes corrections as necessary. 
leA 10] The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage information, are available to all employees via the company 
intra net. 

Some capital asset additions necessitate the creation of an ARO if there is a legal or environmental 
obligation to remove the asset or dispose of it in a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine if the need for an ARO may exist. If 
the project is identified as having the potential to require an ARO, a copy of the AlP is forwarded to the 
Accounting Analyst in charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the Legal and Environmental personnel 
who will make the final determination of the need to establish an ARO based upon review of existing 
legal documents including laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations. leA 9] 

On a quarterly basis, Property Accounting will distribute ARO questionnaires and receive replies from 
Legal, Environmental and the Budget Managers for each operating line of business regarding any 
revisions of or additions to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARO is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel (operating units, Legal, Environmental, etc.) and the present value 
of the future retirement obligation is calculated in accordance with gUidelines under FASB Accounting 
Standards Codification (ASe) Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB Interpretation No. 47). 

Each month, the Accounting Analyst in charge of ARO accounting reviews the charges incurred for the 
ARO cost of removal for reasonableness, and if necessary, follows up with field personnel with 
questions. - Additionally. the Accounting Analyst will review reports for account 254-Regulatory 
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Liabllity-ARO for any new ARO asset activity. This account contains the accumulated cost of 
removal/salvage on the underlying "parent" assets which give rise to the ARO liabilitv. Any new or 
unexpected activity in this account will be investigated by the Analyst to ascertain whether the 
associated ARO liability has been established. Any issues or problems will be addressed. 

Occasionally, due to business needs such as equipment failures and emergencies, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one of following approvals must be received: 

1) Property Accounting must receive email approval from the highest level of Lines of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
unbudgeted project, approval from Financial Planning will be required for the early activation, as 
indicated in the Corporate Capital Policy. The approval request email should include the following 
information: i) Project Number; Ii) Project Description; iii) Total Project amount; iv) Name of the 
individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
unbudgeted spending. 

Or 

2) In the event the project has been previously approved by the Investment Committee, the above 
email from the highest LOB authority would not be required. Instead, verification from the Financial 
Planning Department that the project had indeed been approved by the Investment Committee would 
be sufficient approval. 

Additionally, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project in order for the project to be 
moved to "open" status in PowerPlant. Within 10 business days of the early activation, the AlP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department will maintain a log of Early Activated projects, and copies of the 
email approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated in capital and retirement projects as a result of manual journal entries and 
automated accounts payable, inventory and labor transactions. Burdens are automatically included as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
Narratives for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC). 

To ensure timely capitalization and retirement of projects, a report is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis identifying capital and cost of removal projects which 
are in "open" or "in-service" status but having no activity for 90 days or more. This report is sent to 
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every line of business budget coordinator with a request to update the project with either "in-service" 
or "completion" dates or verify that the project is still active. leA 3) If the project is complete, the 
Property Accounting Department will capitalize it or process a retirement in a timely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report called the "Job Log" 
identifying all capital projects, which are in "completed" or "closed" status with no activity for 90 days or 
more. The purpose of this report is to identify projects eligible for capitalization/retirement. leA 4] The 
report is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job Logs\Current Year Job Logs\Current Month Year\Company Job Log - Month Year). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the Work Order AnalysiS Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis CheCklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. leA 6] The capitalization process 
includes the following: 

• Review AlP. 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs. Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process includes the following: 

• Review AlP and the associated retirement/salvage information. 
• Review project removal charges in the Cost Repository Report - Actual Cost (RWIP). 

Transaction processing is accomplished in PowerPlant with a combination of manual and automated 
processes as documented in the PowerPlant User Guides maintained in PowerPlant. The Accounting 
Analyst creates manual as-builts, in PowerPlant for all non-mass property. Mass property such as utility 
poles, crossarms etc., are unitized through an automated as-built process. In both processes, costs 
charged to capital projects are distributed automatically by the system based on units of property, 
established by the Accounting Analyst in the case of manual as-builts and those established from 
inventory transactions in the case of automated as-builts. The Property Accounting Analyst again 
verifies the segmentation is correct and assigns the asset to a segmented plant account pursuant to 
FERC regUlations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-builts and those established from inventory transactions in the case of automated as­
builts. 
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Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System. 

Partial retirements are made from an existing asset. When a retirement asset is a component of an 
existing asset, the Handy Whitman Index is used to determine retired costs. Through reverse 
interpolation, the factors in this index calculate historical retirement amounts based on current 
spending. Handy Whitman indexes are received bi-annually from the vendor and are uploaded into the 
PowerPlant system. These system updates are checked as part of the monthly closing process. 

In order to prevent incorrect data from being entered, PowerPlant validation rules prevent the analyst 
from choosing invalid units of property, plant accounts and business segment combinations. An error 
message is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including in service dates, 
tax districts, locations, units of property, etc. PowerPlant does not allow the posting of assets with 
incomplete data fields. 

After the Accounting Analyst creates the as-builts in PowerPlant and performs the process "Send to 
CPR", the work is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. rCA 5) 
After the review and approval process is completed, relevant data including project number, amount 
added or retired, cost of removal, salvage amount, and the analyst's initials are entered into the 
Power Plant Classification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'fs2':\POWER PLANT CLASSIFICATION\Current Year Class\ASBUILTS-INPUT-MONTH YEAR). The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the closing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period. The PowerPlant Application Access Reviewer then runs the 
PowerPlant processes to post all acquisitions for assets and retirements. In order to ensure that 
potential large dollar retirements are processed, the PowerPlant Application Access Reviewer will 
review quarterly any projects that are in service, but not unitized and have potential retirements. 
Preliminary retirement information will be added to the workorder in PowerPlant for projects where a 
preliminary retirement is required. To verify the accuracy and completeness of the data, monthly the 
PowerPlant Application Access Reviewer reconciles all addition and retirement postings in the general 
ledger to control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). rCA 8) Discrepancies are 
investigated and cleared as discovered. Once all totals are reconciled, the PowerPlant Application 
Access Reviewer runs the depreciation calculations. PowerPlant automatically generates entries for 
gains and losses on non-mass property which are then checked for correctness by the PowerPlant 
Application Access Reviewer. The monthly reconciliation and closing process is then completed. 
Procedures are documented in the "property Accounting Monthly Closing Procedures". These 
procedures are maintained by the PowerPlant Access Reviewer to ensure accurate monthly financial 
closing. The PowerPlant Application Access Reviewer maintains all supporting documentation in binders 
stored in the Property Accounting Department. During the closing process, the PowerPlant Application 
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Access Reviewer uses a closing checklist saved on the Property Accounting Shared Drive (propacct on 
'fs2':\Closing\Closing Reports\PP Closing Checklist) to ensure that all steps are completed. ICA 7] 

Each month, an Accounting Analyst reconciles the account balances between PowerPlant and the 
General Ledger to ensure the Subsidiary Ledger and the General Ledger are in balance. Reference CA #7 
in the 80.05 - Closing and Account Reconciliation Narrative. 

On a quarterly basis, the PowerPlant Application Access Reviewer reviews a list of PowerPlant users 
assigned to a Property Accounting Security Group to ensure that there are no unauthorized users. 
Based upon review results, security groups can be reassigned or individuals can be deleted from a group 
or groups. Reference CA #1 in the 40.03 - PowerPlant Application Security Narrative. 

Relevant spreadsheets have been identified and assessed regarding use (Analytical, Financial, and 
Operational) and complexity (High, Medium, and Low). The necessary level of controls over 
spreadsheets is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the Comprehensive Spreadsheet Policy. Sarbanes-Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its SharePoint site. ICA 11] 

Access to the Company's network shared drives that contain financial data is restricted. A quarterly 
review of access rights to the network shared drives is performed to ensure that access is restricted to 

only users with a valid business need. ICA 12] 

Information Processing Objectives (CAVR) 

Completeness: All transactions that occur are processed once and only once; duplicate entries are 
identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy: Transactions are recorded at the correct amount in the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 

Validity: Only authorized economic events that actually occurred and relate to LG&E and KU Energy LLC 
and its' subsidiaries are recorded. 

Restricted Access: Data is protected against unauthorized amendments and access to confidential data 
and physical assets are appropriately restricted to authorized personnel. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Trimble County 2 
Joint Use ARO ... 

Wiseman, Sara 
Monday, October 03, 2011 10:26 AM 
Crescente, Angela 
Trimble County 2 Joint Use ARO 10 3 11.docx 

OK, take a look at my changes. 

1 
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MEMORANDUM 

Date: October 3, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescentc, Accounting Analyst Ill, Property Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Chamas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Picnaal', Manager, Financial Reporting 
Ernst & Young 
Erik Rander, Director, Shared Accounting Services 

Overview of Errol' 

During September 2011, it was discovered that asset retirement obligations CAROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint usc assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established all LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (Janum)' 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

~t.-eause-e.fthe CfTer ;t,ffS due to humaft---€fl'ill';-

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E 's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint lise assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowcrPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded 011 LG&E's financial records. This difference is mainly due 
to the differcnce in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AR~s were re-valued at November 1, 2011 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

Beginning Balance ARO Liability 

Reversal ofLG&E's ARO 

Establishment of new AROs 

Net September 2011 Activity 

Ending Balance ARO Liability 

How Errol' \Vas Identified 

LG&E 

(I) 7,589 

(7,589) 

3,969 

(2) (3,620) 

3,664 

3,664 

Consolidated 

7,589 

(7,589) 

7,633 

44 

(1) + (2) ",...;3""9,,,6;;.9 ~~3"",6;;;,64~~~"",7'>,;;63:;;;3~~ 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This error is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

[do we not have a control that states the AROs are reviewed at least quarterly? I think there 
needs to bc some control listed here,] Cycle 40.0l-Acqusitions. Disposals and Retirement. 

Formatted: Normal, Space Before: 5,55 pt, 
Une spacing: Single 

Control Activity #9 states..,.'tJRp Re~'iew:JOr 1cCJjlisitio!lS: Durin~ the AlP r~vi~w'proce~s. _____ <..-"- rF;co"rm=att;;;e;;;d;;;:;;;N;;;O;;;uod=";;;line~~~~~~~ 
Accounting Analysts review the projects to determine if the need for an ARO may exist. If the - Formatted: Font: Times New Roman, 12 pt 

project is identified as having the potential to requirc an ARO. a copy of the AlP is forwarded to 
the Accounting Analyst in charge of ARO accounting for further action. The Accounting 
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Analyst in charge of ARO accounting reviews the AlP and if appropriate, contacts the Legal and 
Environmental personnel who will make the final determination of the need to establish an ARO 
based upon review of existing legal documents including laws, statutes. contracts. permits. 
cCl1ificates of need, right of way agreements and environmental regulations. " This control WaS ~ ____ .--{ Formatted: Font: llmes New Roman, 12 pt 

in place and functioning, However. due to the unique situation that resulted from the transfer of 
these AROs from LG&E to KU, this control did not prevent the error ....... ___________________ --1 Formatted: font color: Black, English (U.s.) 

No existing eOfltl'ols were impaeted. In an effOit to prevent this error from occurring in the 
future, Property Accounting will implement a new process. The September 2011 financial close 
will be the implementation date of this new process. The Accounting Analyst responsible fOl,the 
ARO account reconciliations will begin running reports detailing any new asset activity in 
account 254-Regulatory Liability-ARO on a monthly basis. This account contains the 
accumulated cost of rem 0 val/salv age on the underlying "parent" assets which give rise to the 
ARO liability, The Accounting Analyst will investigate any new or unexpected activity in this 
account to ascertain whether the associated ARO liability has been established. The Accounting 
Analyst will immediately address any issues or problems. The Accounting Analyst will sign off 
on this report and keep it with the monthly account reconciliations. 

Pcriods Impacted (including quarter correction booked) 

Year/Quarter QI Q2 Q3 Q4 
2011 X X 
2010 
2009 

Adjustmcnt to Amounts Reported on Financial Statements - US GAAP (000'8) 

6ME 06/30/11 
Fin Stm! Une Item Company _~D=eb",i,-t __ -,C",r",e"di,,-t 

Regulated Utility Plant LG&E 

Accumulated Depreciation LG&E 

Regulatory Assets LG&E 

Asset Retirement Obligations LG&E 3,620 

Regulated Utility Plant KU 
Accumulated Depreciation KU 
Regulatory Assets KU 
Asset Retirement Obligations KU 3,664 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment 
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was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Wiseman, Sara 
Sunday, October 02, 2011 8:51 PM 
Charnas, Shannon 
Crescente, Angela 
FW: Trimble County 2 Joint Use ARO KU.docx 

I think we need to discuss, I've sent a meeting notice. 

From: Charnas, Shannon 
Sent: Saturday, October 01, 2011 3:53 PM 
To: Wiseman, Sara 
Cc: Crescente, Angela 
Subject: RE: Trimble County 2 Joint Use ARO KU .docx 

Thanks. I have included a few edits. We need to list some control in the controls impacted section, there should be 

~ 
Trimble County 2 
Joint Use ARO ... 

some current control that relates to this type of review. Let me know if you would like to discuss. 

Shannon Charnas 
Director, Accounting & Regulatory Reporling 
LG&EandKU 
(502) 627-4978 

From: Wiseman, Sara 
Sent: Friday, September 30, 2011 2:58 PM 
To: Charnas, Shannon 
Cc: Crescente, Angela 
Subject: Trimble County 2 Joint Use ARO KU.docx 

« File: Trimble County 2 Joint Use ARO KU.docx » 

Shannon: 

Here is a draft ofthe ARO error assessment memo. I don't have the final entries for you yet. Angela was trying to close 
the month in Dev today to get the information, but encountered an error. She is working with PP Support to get it fixed. 
The error must be fixed before closing, so pressure will be applied to PowerPlant. We hope to get numbers on Monday. 
The ARO numbers I have in the memo are very close, but may change slightly. 

Sara 

1 
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MEMORANDUM 

Date: October 3, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 
Erik Randel', Director, Shared Accounting Services 

Overview of Enol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

The root cause ofthe efrol' was due to human errol'. 

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO'-s were re-valued at November 1,2011 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

Beginning Balance ARO Liability (1) 

Reversal ofLG&E's ARO 

Establishment of new AROs 

Net September 2011 Activity (2) 

Ending Balance ARO Liability (1) + (2) 

How Error Was Identified 

LG&E 

7,589 

(7,589) 

3,969 

(3,620) 

3,969 

KU Consolidated 

3,664 

3,664 

3,664 

7,589 

(7,589) 

7,633 

44 

7,633 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This error is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

[do we not have a control that states the AROs are reviewed at least quarterly? I think there 
needs to be some control listed here.] No existing controls were impacted. In an effOli to prevent 
this error fi'om occurring in the future, Property Accounting will implement a new process. The 
September 2011 financial close will be the implementation date of this new process. The 
Accounting Analyst responsible for the ARO account reconciliations will begin rutming reports 
detailing any new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. 
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This account contains the accumulated cost of removal/salvage on the underlying "parent" assets 
which give rise to the ARO liability. The Accounting Analyst will investigate any new or 
unexpected activity in this account to ascertain whether the associated ARO liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

Periods Impacted (including quarter correction booked) 

Year/Quartel' Q1 Q2 Q3 Q4 
2011 X X 
2010 
2009 

Adjustment to Amounts RepOl'ted on Financial Statements - US GAAP (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company Debit Credit 

Regulated Utility Plant LG&E 

Accumulated Depreciation LG&E 

Regulatory Assets LG&E 

Asset Retirement Obligations LG&E 3,620 

Regulated Utility Plant KU 
Accumulated Depreciation KU 
Regulatory Assets KU 
Asset Retirement Obligations KU 3,664 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was conected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment 
was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Charnas, Shannon 
Saturday, October 01, 2011 3:53 PM 
Wiseman, Sara 
Crescente, Angela 
RE: Trimble County 2 Joint Use ARO KU.docx 

Thanks. I have included a few edits. We need to list some control in the controls impacted section, there should be 

rWJlfl 
EJ 

Trimble County 2 
Joint Use ARO ... 

some current control that relates to this type of review. Let me know if you would like to discuss. 

Shannon Charnas 
Director, Accounting & Regulatory Reporling 
LG&EandKU 
(502) 627-4978 

From: Wiseman, Sara 
Sent: Friday, September 30, 2011 2:58 PM 
To: Charnas, Shannon 
Cc: Crescente, Angela 
Subject: Trimble County 2 Joint Use ARO KU.docx 

« File: Trimble County 2 Joint Use ARO KU.docx » 

Shannon: 

Here is a draft of the ARO error assessment memo. I don't have the final entries for you yet. Angela was trying to close 
the month in Dev today to get the information, but encountered an error. She is working with PP Support to get it fixed. 
The error must be fixed before closing, so pressure will be applied to PowerPlant. We hope to get numbers on Monday. 
The ARO numbers I have in the memo are very close, but may change slightly. 

Sara 

1 
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MEMORANDUM 

Date: October 3,2011 

To: Valerie 1. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Propeliy Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Repoliing 
Ernst & Young 
Erik Rander, Director, Shared Accounting Services 

Overview of Errol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
celiainjoint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

The reet eaase efthe eITer was due te human errer. 

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO~s were re-valued at November 1, 2011 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

LG&E KU Consolidated 
Beginning Balance ARO Liability (1) 7,589 7,589 

Reversal ofLG&E's ARO (7,589) (7,589) 

Establishment of new AROs 3,969 3,664 7,633 

Net September 2011 Activity (2) (3,620) 3,664 44 

Ending Balance ARO Liability (1)+(2) 3,969 3,664 7,633 

How Error Was Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO repolis during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This error is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

[do we not have a control that states the AROs are reviewed at least quarterly? I think there 
needs to be some control listed here.] No,existing controls were impacted. In an effort to prevent 
this error from occurring in the future, Property Accounting will implement a new process. The 
September 201 J financial close will be the implementation date of this new process. The 
Accounting Analyst responsible for the ARO account reconciliations will begin running reports 
detailing any new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. 
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This account contains the accumulated cost of removal/salvage on the underlying "parent" assets 
which give rise to the ARO liability. The Accounting Analyst will investigate any new or 
unexpected activity in this account to ascertain whether the associated ARO liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this repoli and keep it with the monthly account 
reconciliations. 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 04 
2011 X X 
2010 
2009 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company Debit Credit 

Regulated Utility Plant LG&E 

Accumulated Depreciation LG&E 

Regulatory Assets LG&E 

Asset Retirement Obligations LG&E 3,620 

Regulated Utility Plant KU 
Accumulated Depreciation KU 
Regulatory Assets KU 
Asset Retirement Obligations KU 3664 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment 
was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Trimble County 2 
Joint Use ARO ... 

Shannon: 

Wiseman, Sara 
Friday, September 30, 2011 2:58 PM 
Charnas, Shannon 
Crescente, Angela 
Trimble County 2 Joint Use ARO KU.docx 

Here is a draft of the ARO error assessment memo. I don't have the final entries for you yet. Angela was trying to close 
the month in Dev today to get the information, but encountered an error. She is working with PP Support to get it fixed. 
The error must be fixed before closing, so pressure will be applied to PowerPlant. We hope to get numbers on Monday. 
The ARO numbers I have in the memo are very close, but may change slightly. 

Sara 
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PPLeompan!es 

MEMORANDUM 

Date: October 3, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Propelty Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Propeliy Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sm'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial RepOlting 
Ernst & Young 
Erik Randel', Director, Shared Accounting Services 

Overview of Enor 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

The root cause of the error was due to human error. 

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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October 3, 2011 
Page 2 
Trimble County 2 Joint Use Asset Retirement Obligations 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 2011, LG&E's entire ARO amounts related to the TC 2 j oint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO's were re-valued at November 1,2011 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

Beginning Balance ARO Liability (I) 

Reversal ofLG&E's ARO 

Establishment of new AROs 

Net September Activity (2) 

Ending Balance ARO Liability (1) + (2) 

How Error Was Identified 

LG&E 

7,589 

(7,589) 

3,969 

(3,620) 

3,969 

3,664 

3,664 

3,664 

Consolidated 

7,589 

(7,589) 

7,633 

44 

7,633 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This error is detelmined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

No existing controls were impacted. In an effort to prevent this error from occurring in the 
future, Propelty Accounting will implement a new process. The September 20 II financial close 
will be the implementation date of this new process. The Accounting Analyst responsible for the 
ARO account reconciliations will begin running reports detailing any new asset activity in 
account 254-Regulatory Liability-ARO on a monthly basis. This account contains the 
accumulated cost of removal/salvage on the underlying "parent" assets which give rise to the 
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October3,2011 
Page 3 
Trimble County 2 Joint Use Asset Retirement Obligations 

ARO liability. The Analyst will investigate any new or unexpected activity in this account to 
ascertain whether the associated ARO liability has been established. The Analyst will 
immediately address any issues or problems. The Analyst will sign off on this report and keep it 
with the monthly account reconciliations. 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X X 
2010 
2009 

Adjustment to Amounts Reported on Financial Statements - US GAAP (OOO's) 

6ME 06/30/11 
Fin Simt Line Ilem Company _~D~e",b=>il __ --"C"",re=d""it,-

Regulated Utility Plant LG&E 

Accumulated Depreciation LG&E 

Regulatory Assets LG&E 

Asset Retirement Obligations LG&E 3,620 

Regulated Utility Plant KU 
Accumulated Depreciation KU 
Regulatory Assets KU 
Asset Retirement Obligations KU 3,664 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the ClU1'ent period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment 
was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, February 09, 201112:24 PM 
Kiefer, Nick 

Subject: RE: Financial Statement Support 

I did indeed round down to match the balance sheet. 

From: Kiefer, Nick 
Sent: Wednesday, February 09,2011 11:57 AM 
To: Crescente, Angela 
Subject: Financial Statement Support 

Angela -I am tying the financial statements to the support binders, and have a question about the ARO's note under the 
MD&A - Critical Accounting Policies section. The note (and the balance sheet) both reflect $49 million, but the 
supporting worksheet shows $49,745,240. Can you confirm that you intended to round down to match the balance 
sheet (as opposed to rounding to $50 million)? 

Thanks! 

Nick Kiefer 

1 
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Crescente, Angela 

From: Wacker, Diana 
Sent: 
To: 

Monday, January 24, 2011 3:59 PM 
Crescente, Angela 

Subject: 
Attachments: 

FW: Approved: Change to Accounts 230022, 230023, 230025, 230026, 230027 
GLAFF Change Request Form Remap 230 accounts for FERC.xls 

Follow Up Flag: 
Flag Status: 

From: Bush, Tom 

Follow up 
Completed 

Sent: Monday, January 24, 2011 3:56 PM 
To: Amlung, Kim; Bell, Derek; Bland, John; Bloat, Sharon; Boyd, Joseph; Burnett, Elender; Chapman, Laura; Clements, 
Chad; Dan Heintzelman; Dave Smith; Elmore, Barry; Erskine, Greg; Fackler, Andrea; Faske, Lisa; Harrington, Anne; 
Heitzmann, Ashley; Jackson, Carolyn; Jodi Crossett (jlcrossett@pplweb.com); Kinder, Debra; Marshall, Steve; Mazza, 
Frank; McCammon, Virginia; McDaniels, Jason; Metts, Heather; Pienaar, Lesley; Raible, Eric; Raque, Bruce; Root, 
Stephanie; Scott Cole; Sheets, Toni; Shultz, Cathy; Skaggs, Jennifer; Smith, Helen; Stickler, Samantha; Strange, Vicki; 
Tipton, Karen; Veroff, Jamie; Wacker, Diana; Watkins, Amanda; Williams, Scott; Wright, Sharon 
Subject: Approved: Change to Accounts 230022, 230023, 230025, 230026, 230027 

All approvals necessary to make this change have been received. 

From: Bush, Tom 
Sent: Friday, January 21, 2011 4:11 PM 
To: Elmore, Barry; Erskine, Greg; Metts, Heather; Pienaar, Lesley; Raible, Eric; Shultz, Cathy; Strange, Vicki 
Cc: Tipton, Karen 
Subject: Change to Accounts 230022, 230023, 230025, 230026, 230027 

Please see the attached request to change the FERC balance sheet assignment on accounts 230022, 230023, 230025, 
230026, and 230027 from Misc Current & Accrued Liabilities to Asset Retirement Obligations. 

From: Raible, Eric 
Sent: Friday, January 21, 2011 4:07 PM 
To: Bush, Tom 
Subject: FW: GLAFF Change Form Account 230 

Tom - we are attempting to change just where these accounts roll up on the FERC balance sheet. All other information 
will stay the same - do these requests have all the needed information? 

Thanks, 
T. Eric RmlJle, CPA 
Manager, Regulatory Accounting & Reporting 
Controller Group 
LG&E and KU 
P: 627-3426 
F: 627-3820 

1 
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From: Tipton, Karen 
Sent: Friday, January 21, 2011 4:05 PM 
To: Raible, Eric 
Subject: GLAFF Change Form Account 230 

Eric, 
Please review the attached GLAFF change form remapping 230 accounts to ARO and forward to Tom Bush. Thank you. 

Ju",m [jip wn 

~If ~/Iff .t 91<pOJdi/lff 
(502)627.2534 
Ilwtelt.tipwlt@f!}e=fm.coltt 

2 
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Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Project report group (SAP flnancials) 

Intercompany details: 

wm the account contain Intercompany amounts? 

Segment Change Request Form: ACCOUNT 

IChange existing account 

For FERC purposes, account 230 should be mapped to AROs in the 
Lon -term Liabilities sectlon of the Balance Sheet 

1230022 

ILiabllity 

INOT REQUIRED 

If yes, will all interco amounts in the account have the same partner? 

Account flexfleld attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available In VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate 
PPL affiliate flag 

SAP assignments: 

SAP item 
SAP maturity 
SAP nonoperating 
SAP partner-investee co 
SAP partner-investee mgmt unit 
SAP partner flag 

Financial statement assignments: 

Orade consolidation worksheets - balance sheet 
Orade consolidation worksheets - income statement 
FERC-basis utility balance sheet 
FERC-basis utility income statement 

REQUIRED 
NOT REQUIRED 
Asset Retirement Obliaations 
NOT REQUIRED 
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Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL income·statement report group 

Project report group (SAP financials) 

Intercompany details: 

Will the account contain intercompany amounts? 

Segment Change Request Form: ACCOUNT 

1 Change eXisting account 

For FERC purposes, account 230 should be mapped to AROs in the 
Lo -term Liabilities section of the Balance Sheet 

1230023 

Iuability 

INOT REQUIRED 

If yes, will all interco amounts in the account have the same partner? 

Account flex field attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available in VOL T8 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate 
PPL affiliate flag 

SAP aSSignments: 

SAP item 
SAP maturity 
SAP nonoperating 
SAP partner-investee co 
SAP partner-investee mgmt unit 
SAP partner flag 

Financial statement aSSignments: 

Oracle consolidation worksheets - balance sheet 
Oracle consolidation worksheets - income statement 
FERC-basis utility balance sheet 
FERC-basis utility income statement 

REQUIRED 
NOT REQUIRED 
Asset Retirement Obliaations 
NOT REQUIRED 
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Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Project report group (SAP financlals) 

Intercompany details: 
Will the account contain intercompany amounts? 

Segment Change Request Fonn: ACCOUNT 

IChange existing account 

For FERC purposes, account 230 should be mapped to AROs in the 
Lon -term Uabllities section of the Balance Sheet 

!230025 

!Liability 

!NOT REQUIRED 

If yes, will all Interco amounts In the account have the same partner? 

Account flexfield attributes: 
Burden schedule assignment 
Project required 
Project type 
Make available in VOLTS 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 
PPL account 
PPL affiliate 
PPL affiliate flag 

SAP assignments: 
SAP item 
SAP maturity 
SAP nonoperating 
SAP partner-investee co 
SAP partner-investee mgmt unit 
SAP partner flag 

Financial statement assianments: 
Oracle consolldation worksheets - balance sheet 
Oracle consoHdatlon worksheets - Income statement 
FERC-basis utility balance sheet 
FERC-basis utility Income statement 

REQUIRED 
NOT REQUIRED 
Asset Retirement Obliaations 
NOT REQUIRED 
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Segment Change Request Form: ACCOUNT 

Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL Income-statement report group 

Project report group (SAP ffnancials) 

Intercompany details: 

Will the account contain intercompany amounts? 

If yes, will all interco amounts In the account have the same partner? 

Account flexfield attributes: 

Burden schedule assignment 

Project required 

Project type 
Make available in VOLTS 

Kentucky sales taxable 

Virginia sales taxable 

PPL mappings: 

PPL account 

PPL affiliate 

PPL affiliate flag 

SAP assignments: 

SAP item 

SAP maturity 

SAP nonoperating 

SAP partner-investee co 

SAP partner-investee mgmt unit 

SAP partner flag 

Financial statement assignments: 

Oracle consolidation worksheets· balance sheet 

Oracle consolidation worksheets - income statement 

FERC-basls utility balance sheet 

FERC-basls utility income statement 

I Change existing account 

For FERC purposes, account 230 should be mapped to AROs in the 
Lon -term UabiHties section of the Balance Sheet 

1230026 

1 Liability 

INOT REQUIRED 

REQUIRED 

NOT REQUIRED 

Asset Retirement Oblioations 

NOT REQUIRED 
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Type of change requested 

Reason for requested change 

Account number 

Account description 

Account type 

Unit of measure 

PPL income-statement report group 

Project report group (SAP financials) 

Intercompany details: 

Will the account contain Intercompany amounts? 

Segment Change Request Form: ACCOUNT 

lChange existing account 

For FERC purposes, account 230 should be mapped to AROs in the 
Lon -term Liabilities section of the Balance Sheet 

1230027 

ILlabllity 

INOT REQUIRED 

If yes, will all inlerco amounts In the account have the same partner? 

Account flexfield attributes: 

Burden schedule assignment 
Project required 
Project type 
Make available in VOL T8 
Kentucky sales taxable 
Virginia sales taxable 

PPL mappings: 

PPL account 
PPL affiliate 
PPL affiliate flag 

SAP assignments: 

SAP item 
SAP maturity 
SAP nonoperating 
SAP partner-investee co 
SAP partner-investee mgmt unit 
SAP partner flag 

Financial statement assignments: 

Oracle consolidation worksheets - balance sheet 
Oracle consolidation worksheets -Income statement 
FERC-basis utility balance sheet 
FERC-basis utility income statement 

REQUIRED 
NOT REQUIRED 
Asset Retirement Oblioations 
NOT REQUIRED 
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Crescente, Angela 

From: Daly, Karen 
Sent: 
To: 
Cc: 

Friday, January 21, 2011 4:54 PM 
Moeller, Diane; Crescente, Angela 
Wiseman, Sara 

Subject: RE: MD&A ARO's 

I was able to get in and make other changes so I made these while I was in the file. 

From: Moeller, Diane 
Sent: Friday, January 21, 2011 4: 10 PM 
To: Crescente, Angela 
Cc: Daly, Karen; Wiseman, Sara 
Subject: RE: MD&A ARO's 

Excellent. Thanks. 

From: Crescente, Angela 
Sent: Friday, January 21, 2011 4:06 PM 
To: Moeller, Diane 
Cc: Daly, Karen; Wiseman, Sara 
Subject: RE: MD&A ARO's 

Diane, 

In the first one, the underlined sentence should be added to LG&E. 

In the second one, the underlined sentence should be removed from LG&E and read the same way as KU. 

Thanks, 
Angela 

From: Moeller, Diane 
Sent: Friday, January 21, 2011 3:59 PM 
To: Wiseman, Sara 
Subject: MD&A ARO's 

Sara, 

I know you were working with Lydia on the MD&A, but she is gone for the weekend. I'm comparing the KU & LGE 
reports and find some discrepancies between the two under ARO's. I want to make sure they are different for a reason. 

First paragraph in KU: 

1 
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KU is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial 
obligation is measured at its estimated fair value. An equivalent amount is recorded as an increase in the value of the 
capitalized asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in 
the income statement, for changes in the obligation due to the passage of time. An offsetting regulatorv asset is 
recognized to reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be recognized when 
incurred if the fair value of the ARO can be reasonably estimated. 

The underlined sentence is missing from LGE. Should it be added? 

2nd paragraph in LGE: 
In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is 
developed using an expected present value technique based on assumptions of market participants that considers 
estimated retirement costs in current period dollars that are inflated to the anticipated retirement date and then 
discounted back to the date the ARO was incurred. Changes in assumptfons and estimates included within the 
calculations of the fair value of AROs could result in significantly different results than those identified and recorded in 
the finanCial statements. Estimated ARO costs and settlement dates, which affect the carrying value of various AROs 
and the related assets, are reviewed annually to ensure that any material changes are incorporated into the estimate of 
the obligations. LG&E has not settled in significant ARO's. 

The underlined sentence is missing from KU. Should it be added? 

Thanksl 

Diane L. Moeller, CPA 
KForce Consultant 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Excellent. Thanks. 

From: Crescente, Angela 

Moeller, Diane 
Friday, January 21, 2011 4:10 PM 
Crescente, Angela 
Daly, Karen; Wiseman, Sara 
RE: MD&A ARO's 

Sent: Friday, January 21, 2011 4:06 PM 
To: Moeller, Diane 
Cc: Daly, Karen; Wiseman, Sara 
Subject: RE: MD&A ARO's 

Diane, 

In the first one, the underlined sentence should be added to LG&E. 

In the second one, the underlined sentence should be removed from LG&E and read the same way as KU. 

Thanks, 
Angela 

From: Moeller, Diane 
Sent: Friday, January 21, 2011 3:59 PM 
To: Wiseman, Sara 
Subject: MD&A ARO's 

Sara, 

I know you were working with Lydia on the MD&A, but she is gone for the weekend. I'm comparing the KU & LGE 
reports and find some discrepancies between the two under ARO's. I want to make sure they are different for a reason. 

First paragraph in KU: 
KU is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial 
obligation is measured at its estimated fair value. An equivalent amount is recorded as an increase in the value of the 
capitalized asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in 
the income statement, for changes in the obligation due to the passage of time. An offsetting regulatory asset is 
recognized to reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be recognized when 
incurred if the fair value of the ARO can be reasonably estimated. 

The underlined sentence is missing from LGE. Should it be added? 
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2"d paragraph in LGE: 

In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is 
developed using an expected present value technique based on assumptions of market participants that considers 
estimated retirement costs in current period dollars that are inflated to the anticipated retirement date and then 
discounted back to the date the ARO was incurred. Changes in assumptions and estimates included within the 
calculations of the fair value of AROs could result in significantly different results than those identified and recorded in 
the financial statements. Estimated ARO costs and settlement dates, which affect the carrying value of various AROs 
and the related assets, are reviewed annually to ensure that any material changes are incorporated into the estimate of 
the obligations. LG&E has not settled in significant ARO's. 

The underlined sentence is missing from KU. Should it be added? 

Thanks! 

Diane L. Moeller, CPA 
KForce Consultant 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Diane, 

Crescente, Angela 
Friday, January 21, 2011 4:06 PM 
Moeller, Diane 
Daly, Karen; Wiseman, Sara 
RE: MD&A ARO's 

In the first one, the underlined sentence should be added to LG&E. 

In the second one, the underlined sentence should be removed from LG&E and read the same way as KU. 

Thanks, 
Angela 

From: Moeller, Diane 
Sent: Friday, January 21, 2011 3:59 PM 
To: Wiseman, Sara 
Subject: MD&A ARO's 

Sara, 

I know you were working with Lydia on the MD&A, but she is gone for the weekend. I'm comparing the KU & LGE 
reports and find some discrepancies between the two under ARO's. I want to make sure they are different for a reason. 

First paragraph in KU: 
KU is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial 
obligation is measured at its estimated fair value. An equivalent amount is recorded as an increase in the value of the 
capitalized asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in 
the income statement, for changes in the obligation due to the passage of time. An offsetting regulatory asset is 
recognized to reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be recognized when 
incurred if the fair value of the ARO can be reasonably estimated. 

The underlined sentence is missing from LGE. Should it be added? 

20d paragraph in LGE: 

In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is 
developed using an expected present value technique based on assumptions of market participants that considers 
estimated retirement costs in current period dollars that are inflated to the anticipated retirement date and then 
discounted back to the date the ARO was incurred. Changes in assumptions and estimates included within the 
calculations of the fair value of AROs could result in significantly different results than those identified and recorded in 
the financial statements. Estimated ARO costs and settlement dates, which affect the carrying value of various AROs 
and the related assets, are reviewed annually to ensure that any material changes are incorporated into the estimate of 
the obligations. LG&E has not settled in significant ARO's. 

1 
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The underlined sentence is missing from KU. Should it be added? 

Thanks! 

Diane L. Moeller, CPA 
KForce Consultant 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

From: Moeller, Diane 

Wiseman, Sara 
Friday, January 21, 2011 4:00 PM 
Crescente, Angela 
FW: MD&A ARO's 

Sent: Friday, January 21, 2011 3:59 PM 
To: Wiseman, Sara 
Subject: MD&A ARO's 

Sara, 

I know you were working with Lydia on the MD&A, but she is gone for the weekend. I'm comparing the KU & LGE 
reports and find some discrepancies between the two under ARO's. I want to make sure they are different for a reason. 

First paragraph in KU: 
KU is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial 
obligation is measured at its estimated fair value. An equivalent amount is recorded as an increase in the value of the 
capitalized asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in 
the income statement, for changes in the obligation due to the passage of time. An offsetting regulatory asset is 
recognized to reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be recognized when 
incurred if the fair value of the ARO can be reasonably estimated. 

The underlined sentence is missing from LGE. Should it be added? 

20d paragraph in LGE: 

In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is 
developed using an expected present value technique based on assumptions of market participants that considers 
estimated retirement costs in current period dollars that are inflated to the anticipated retirement date and then 
discounted back to the date the ARO was incurred. Changes in assumptions and estimates included within the 
calculations of the fair value of AROs could result in significantly different results than those identified and recorded in 
the financial statements. Estimated ARO costs and settlement dates, which affect the carrying value of various AROs 
and the related assets, are reviewed annually to ensure that any material changes are incorporated into the estimate of 
the obligations. LG&E has not settled in significant ARO's. 

The underlined sentence is missing from KU. Should it be added? 

Thanks! 

Diane L. Moeller, CPA 
KForce Consultant 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Angela, 

Nitsche, John P <jpnitsche@pplweb.com> 
Wednesday, January 19, 201110:06 AM 
Crescente, Angela 
Wiseman, Sara 
RE: Sensitivity Analysis 

The % for nuclear dropped to 60% this year (2010), primarily due to remeasurement (reduction due to lower inflation 
rate) of the liability and LKE ARO balances now being in our consolidated balance sheet. My opinion is that your 65% 
and 59% are sufficiently large enough percentages for you to do the sensitivity with just those AROs .... and are consistent 
with PPL using the 60% balance of our nuclear ARO for our consolidated sensitivity analysis. 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.coml 
Sent: Wednesday, January 19, 2011 10:00 AM 
To: Nitsche, John P 
Cc: Wiseman, Sara L 
Subject: Sensitivity Analysis 

John, 

I know we talked about this yesterday, but I can't remember all the details and just wanted to confirm a few 

things with you. Last year, PPL's nuclear ARO was 82% of the liabilities, right? What did you say it was this 

year because of us? Something like 56%7 I was thinking you said you were still only going to perform the 

sensitivity analysis on the nuclear ARO even though the percentage went down quite a bit. 

Our Ash Ponds, Landfills, and Gas mains take up about 65% on one company and 59% on the other. Senior 

Management wanted to be sure that was enough of a percentage to not have to include asbestos, so they 

were asking what your new percentage was and if there was any guidance out there on these sensitivities. So, 

we are trying to be as consistent with you as possible. Please let me know your thoughts. 

Thanks, 

Angela 

NOTE: The extellsiollfor all E.ON u.s. e-mail addresseshascJull1gedji-om@eoll-lIs.comto@jge-ku.com. 
Please update your address book accordingly. 

The iIiforlllatioll cOlltained ill this tmllsmissioll is illtellded ollly for the persoll 01' elltity to wltich it is directly 
addressed 01' copied. It may contaillmaterial of cOllfidential alldlorprivate lIatllre. AllY review, 
retmllsmission, dissemillation 01' otlter lise of, 01' takillg of allY actioll ill reliallce IIPOII, this itiforlllatioll by 
persolls 01' elltities other thall the illtellded recipiellt is 110t al/oJVed.lfyoll received tltls message alld tlte 
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ill/orlllatioll cOlltailled therein by errol', please cont(lct the sell del' alld delete the material/rom your/allY 
storage medium. 
The information contained in this message is intended only for the personal and 
confidential use of the recipient(s} named above. If the reader of this message is 
not the intended recipient or an agent responsible for delivering it to the intended 
recipient, you are hereby notified that you have received this document in error 
and that any review t dissemination, distribution, or copying of this message is 
strictly prohibited. If you have received this communication in error, please notify 
us immediately! and delete the original message. 

2 

Attachment to Response to KU AG-1 Question No. 201 
Page 243 of 1014 
Charnas



Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Tuesday, January 18, 201110:21 AM 
Erskine, Greg 

Cc: Crescente, Angela 
Subject: RE: 

No, Valerie agreed the mapping, as you have it, is correct. 

From: Erskine, Greg 
Sent: Tuesday, January 18, 2011 8:47 AM 
To: Wiseman, Sara 
Subject: FW: 

Sara: 

Do I need to do anything with this? 

Greg 

From: Scott, Valerie 
Sent: Sunday, January 16, 2011 1:54 PM 
To: Erskine, Greg 
Cc: Wiseman, Sara; Pienaar, Lesley; Charnas, Shannon 
Subject: 

Greg, 

The following two accounts are mapped to other current liabilities in your consolidation and should be mapped to AROs. 
Would you work with Sara to make the correction? 

230022 

230026 

Valerie 

ASSET RETIREMENT OBLIGATIONS -
STEAM - ST 
ASSET RETIREMENT OBLIGATIONS - GAS -
ST 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 244 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Yes. 

From: Fackler, Andrea 

Crescente, Angela 
Sunday, January 09, 2011 3:06 PM 
Fackler, Andrea 
Daly, Karen 
RE: RWIP question 

Sent: Sunday, January 09, 2011 3:05 PM 
To: Daly, Karen; Crescente, Angela 
Subject: RWIP question 

Is it appropriate to call the RWIP expenditures flowing through cost of removal and AROs "expenditures to remove 
assets from service"? Since we are netting these in the cash flow statement as one line item, I need to make sure my 
description is appropriate for both types of expenditures. 

Thanks, 
Andrea 

Andrea FacIder, CPA 
Accounting Analyst II 
LG&E and KU Energy, LLC 
220 W. Main Street, 9th Floor 
Louisville, KY 40202 
P: (502) 627-3442 
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Crescente. Angela 

From: Wiseman, Sara 
Sent: 
To: 

Friday, December 30, 2011 1:50 PM 
'Jacki Hall' 

Cc: 
Subject: 
Attachments: 

Follow Up Flag: 
Flag Status: 

Hi Jacki: 

No changes. 

Thanks, 

Angela 

Crescente, Angela 
FW: Trimble County ARO 
RE: Trimble County ARO 

Follow up 
Completed 

From: Jacki Hall [mailto:jhall@impa.com] 
Sent: Wednesday, December 21, 2011 5: 18 PM 
To: Wiseman, Sara 
Subject: Trimble County ARO 

Hi Sara, 

In preparation of our year-end closing, is there any new or updated ARO information relating to the units at Trimble 
County as of December 31, 2011? I have attached what you sent earlier this year as of December 31,2010. 

Thanks for your help! 

Jacki 

Jacqueffne 'R. :J-fa{{ 
Senior .1tccountant 
Indiana Municipa{ Power .1tgenclj 
11610 :Nortli Co{{ege .1tvenue 
Canner, I:N 46032 
P: 317-575-3875 
:J: 317-575-3372 
'E: ilia{{@imUCl.com 

~ .., 
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Location 

TCI 

TCI 

TCCTs 

TCI 

TCI 

TCI 

Total 

Asset Retirement Obligation 

Summary of Details 

Description Legal Requirement 

Resource Conservation and Recovery 
TC-Ash Pond Act, Clean Water Act 

Clean Water Act, Resource 
TC-Chemical Storage Conservation and Recovery Act 

TC-Coal Storage Clean Water Act 

Resource Conservation and Recovery 
TC-Environmental Ponds Act, Clean Water Act 

The Cabinet for Human Resources -
KRS 211.844, regulation 902 KAR 

TC-Nuclear Sources Chapter 100 

TC-Sewage Treatment Plant Clean Water Act 

Estimated 
Settlement Date Estimated Cost 

12/1/2036 14,339,500 

12/1/2036 23,798 

12/1/2036 573,500 

12/1/2036 723,000 

12/1/2036 32,620 

12/1/2036 26,155 

$ 15,718,573 
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Crescente. Angela 

From: 
Sent: 

Keatseangsilp, Janna - GCM <janna.keatseangsilp@baml.com> 
Wednesday, December 14, 201111:03 AM 

To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

AsofDec1: 

3mth 1.5396 
6mth 1.5919 
1yr 1.8292 
2yr 2.2080 
3yr 2.5602 
4yr 2.9684 
5yr 3.3269 
7yr 4.0283 
8yr 4.2862 
9yr 4.4654 
10yr 4.6760 
15yr 5.2881 
20yr 5.3818 
25yr 5.3746 
30yr 5.4468 

Crescente, Angela 
Horne, Elliott 
RE: Yield Curve request 

Follow up 
Completed 

Let me know if you need anything else. 

Janna 

Janna Keatseangsilp 
Bank of America Merrill Lynch I Debt Capital Markets 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Bryant Park, 8th Floor I New York, NY 10036 
T: (646) 855~9563 Ilanna.keatseangsilp@baml.com 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, December 14, 2011 10:40 AM 
To: Keatseangsilp, Janna - GCM 
Cc: Horne, Elliott 
Subject: FW: Yield Curve request 

Janna, 

Please forgive me if I have misplaced your email. Would you mind resending me the rates as requested below? 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Friday, December 02, 2011 11:09 AM 

1 
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To: 'Keatseangsilp, Janna - GCM' 
Cc: Horne, Elliott 
Subject: RE: Yield Curve request 

Janna, 

Would you please provide me the yield curve for a BBB+ rated entity as of December 1, 20117 

Thanks, 
Angela 

From: Keatseangsilp, Janna - GCM [mailto:janna.keatseangsilp@baml.comJ 
Sent: Monday, November 07, 2011 11 :20 AM 
To: Horne, Elliott 
Cc: Crescente, Angela 
Subject: RE: Yield Curve request 

As of Nov 1: 

3mth 1.3677 
6mth 1.4157 
1yr 1.6590 
2yr 2.0150 
3yr 2.3937 
4yr 2.7604 
5yr 3.0911 
7yr 3.7862 
8yr 4.0351 
9yr 4.1927 
10yr 4.4398 
15yr 5.0435 
20yr 5.1601 
25yr 5.1474 
30yr 5.2111 

Let me know if you need anything else! 

Janna 

Janna Keatseangsilp 
Bank of America Merrill Lynch I Debt Capital Markets 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Bryant Park, 81h Floor I New York, NY 10036 
T: (646) 855-9563 I janna.keatseangsilp@baml.com 

From: Horne, Elliott [mailto:Elliott.Horne@lge-ku.coml 
Sent: Monday, November 07, 2011 9:27 AM 
To: Keatseangsilp, Janna - GCM 
Cc: Crescente, Angela 
Subject: FW: Yield Curve request 

Hello Janna, 
Can you forward me the yield curve for a BBB+ rated entity as of November 1, 2011? (Provided below is 
similar information that you sent me earlier this year.) Please copy Angela Crescente on your 
response. Thanks! 
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From: Keatseangsilp, Janna - GCM [mailto:janna.keatseangsilp@baml.comJ 
Sent: Tuesday, September 27,2011 8:51 AM 
To: Horne, Elliott; Crescente, Angela 
Subject: RE: Yield Curve request 

Elliott and Angela, 

Please see below. Let me know if you need anything elsel 

Thanks, 
Janna 

Jan 3: 
3mth .7328 
6mth .8291 
1yr 1.2084 
2yr 1.7600 
3yr 2.1971 
4yr 2.6696 
5yr 3.1507 
7yr 3.8689 
8yr 4.18161 
9yr 4.3678 
10yr 4.6041 
15yr 5.3941 
20yr 5.8834 
25yr 5.7692 
30yr 5.8071 

Sep 1: 
3mth .8099 
6mth .8697 
1yr 1.1926 
2yr 1.5599 
3yr 1.7176 
4yr 1.9274 
5yr 2.2404 
7yr 2.8034 
8yr 3.1254 
9yr 3.3178 
10yr 3.6592 
15yr 4.5424 
20yr 4.9412 
25yr 4.9120 
30yr 4.9964 

Sep 23: 
3mth .8815 
6mth .9090 
1yr 1.2480 
2yr 1.6578 
3yr 1.8533 
4yr 2.0436 
5yr 2.2925 
7yr 2.7826 
8yr 3.0642 
9yr 3.1825 
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10yr 3.4890 
15yr 4.2507 
20yr 4.5705 
25yr 4.4882 
30yr 4.5228 

Janna Keatseangsilp 
Bank of America Merrill Lynch 1 Debt Capital Manmts 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Bryant Park, 8th Floor [New York, NY 10036 
T: (646) 855-9563 [ janna.keatseangsilp@baml.com 

From: Horne, Elliott [mailto:Elliott.Horne@lge-ku.com) 
Sent: Monday, September 26, 2011 4:37 PM 
To: Keatseangsilp, Janna - GCM 
Subject: FW: Yield Curve request 

Hello Janna, 
Thanks so much for the information. Please see request below from our accounting department 
and advise if you are able to accommodate. 

From: Crescente, Angela 
Sent: Monday, September 26, 2011 3:56 PM 
To: Horne, Elliott 
Subject: RE: Yield Curve request 

Thanks Elliott! Would she also be able to add 3 month, 6 month, 4 year, 8 year, 9 year, 15 year, 
and 25 year for both January and September? Would she also be able to provide the rates as of 
September 1, 2011? Thanks so much for your help. I'm sorry, I should have asked for these 
specifically before, but I didn't know that the Deloitte spreadsheet was going to be so specific. 

Thanks so much! 
Angela 

P.5. Please thank her too! 

From: Horne, Elliott 
Sent: Monday, September 26, 2011 3:33 PM 
To: Crescente, Angela 
Cc: Arbough, Dan 
Subject: FW: Yield Curve request 

Angela, 
Attached are the BBB+ yield curve rates as of January and September of 2011. 

From: Keatseangsilp, Janna - GCM [mailto:janna.keatseangsilp@baml.com] 
Sent: Monday, September 26, 2011 3: 19 PM 
To: Horne, Elliott 
Cc: Timmeny, Sean H - GCM 
Subject: RE: Yield Curve request 

Hi Eliot, 
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Here are the yield curves per your request. Please let me know if I can help with anything else. 

Jan 3: 

1yr 1.2084 
2yr 1.7600 
3yr 2.1971 
5yr 3.1507 
7yr 3.8689 
10yr 4.6041 
20yr 5.8834 
30yr 5.8071 

Sep 23: 

1yr 1.2480 
2yr 1.6578 
3yr 1.8533 
5yr 2.2925 
7yr 2.7826 
10yr 3.4890 
20yr 4.5705 
30yr 4.5228 

Best, 
Janna 

Janna Keatseangsilp 
Bank. of America Merrill Lynch r Debt Capital Markets 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Bryant Park, 8th Floor I New York, NY 10036 
T: (646) 855-9563 I janna.keatseangsilp@baml.com 

From: Horne, Elliott [mailto:Elliott.Horne@lge-ku.com] 
Sent: Monday, September 26, 2011 2:28 PM 
To: Keatseangsilp, Janna - GCM 
Cc: Timmeny, Sean H - GCM 
Subject: Yield Curve request 

Thanks Janna, 

Can you forward me the yield curve for a BBB+ rated entity (as of January 2011 and 
most recent available)? The periods that I need in particular are below. Please call me if 
you have any questions. Thanks! 

lyr 

2yr 

3yr 

Syr 

7yr 

10yr 

20yr 

30yr 
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From: Keatseangsilp, Janna - GeM [mailto:janna.keatseangsilp@baml.comJ 
Sent: Monday, September 26, 2011 2:26 PM 
To: Horne, Elliott 
Subject: Sean Timmeny and Janna's email 

Hi Elliot, 

This is my email address.SeanTimmeny·sissean.timmeny@baml.com. Let me know 
what you need again and we'll start working on it. 

Thanks! 

Janna 

Janna Keatseangsilp 
Bank of America Merrill Lynch I Debt Capital Markets 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Bryant Park, 8th Floor I New York, NY 10036 
T: (646) 855-9563 [Ianna.keatseangsilp@baml.com 

This message w/attachments (message) is intended solely for the use of the 
intended recipient(s) and may contain information that is privileged, confidential 
or proprietary. If you are not an intended recipient, please notify the sender, and 
then please delete and destroy all copies and attachments, and be advised that any 
review or dissemination of, or the taking of any action in reliance on, the 
information contained in or attached to this message is prohibited. 
Unless specifically indicated, this message is not an offer to sell or a solicitation 
of any investment products or other financial product or service, an official 
confirmation of any transaction, or an official statement of Sender. Subject to 
applicable law, Sender may intercept, monitor, review and retain e­
communications (EC) traveling through its networks/systems and may produce 
any such EC to regulators, law enforcement, in litigation and as required by law. 
The laws of the country of each senderirecipient may impact the handling of EC, 
and EC may be archived, supervised and produced in countries other than the 
country in which you are located. This message cannot be guaranteed to be secure 
or free of errors or viruses. 

References to "Sender" are references to any subsidiary of Bank of America 
Corporation. Securities and Insurance Products: * Are Not FDIC Insured * Are 
Not Bank Guaranteed * May Lose Value * Are Not a Bank Deposit * Are Not a 
Condition to Any Banking Service or Activity * Are Not Insured by Any Federal 
Gove1'llment Agency. Attachments that are part of this EC may have additional 
important disclosures and disclaimers, which you should read. This message is 
subject to terms available at the following link: 
http://www.bankofamerica.com/emaildisclaimer. By messaging with Sender you 
consent to the foregoing. 

This message w/attachments (message) is intended solely for the use of the intended 
recipient(s) and may contain information that is privileged, confidential or proprietary. If 
you are not an intended recipient, please notify the sender, and then please delete and 
destroy all copies and attaclnnents, and be advised that any review 01' dissemination of, 01' 
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the taking of any action in reliance on, the information contained in or attached to this 
message is prohibited. 
Unless specifically indicated, this message is not an offer to sell or a solicitation of any 
investment products or other financial product or service, an official confirmation of any 
transaction, or an official statement of Sender. Subject to applicable law, Sender may 
intercept, monitor, review and retain e-connnunications (EC) traveling through its 
networks/systems and may produce any such EC to regulators, law enforcement, in 
litigation and as required by law. 
The laws of the country of each senderlrecipient may impact the handling of EC, and EC 
may be archived, supervised and produced in countries other than the country in which 
you are located. This message cannot be guaranteed to be secure or free of errors or 
vll'uses. 

References to "Sender" are references to any subsidiary of Bank of America Corporation. 
Securities and Insurance Products: * Are Not FDIC Insured * Are Not Bank Guaranteed 
* May Lose Value * Are Not a Bank Deposit * Are Not a Condition to Any Banking 
Service or Activity * Are Not Insured by Any Federal Government Agency. Attachments 
that are part of this EC may have additional important disclosures and disclaimers, which 
you should read. This message is subject to terms available at the following link: 
http://www.bankofamerica.com/emaildisclaimer. By messaging with Sender you consent 
to the foregoing. 

Tile inforlllation contailled ill this transmission is intended only for tlte perSOll 01' entity 
to whiclt it is directly addressed 01' copied. It may contain material of confidential 
(///(1101' private natllre. Any review, retransmission, dissemination 01' other use of, 01' 

taking of any (Iction in reliance upon, this inforlllation by persons 01' entities other than 
the intended recipient is not allowed. If you received this message and the iliformation 
contained therein by errol', please contact the sender and delete tlte material from 
your/any storage medium. 

This message w/attachments (message) is intended solely for the use of the intended recipient(s) 
and may contain information that is privileged, confidential or proprietary. If you are not an 
intended recipient, please notify the sender, and then please delete and destroy all copies and 
attachments, and be advised that any review or dissemination of, or the taking of any action in 
reliance on, the information contained in or attached to this message is prohibited. 
Unless specifically indicated, this message is not an offer to sell or a solicitation of any 
investment products or other financial product or service, an official confirmation of any 
transaction, or an official statement of Sender. Subject to applicable law, Sender may intercept, 
monitor, review and retain e-connllunications (EC) traveling t1ll'ough its networks/systems and 
may produce any such EC to regulators, law enforcement, in litigation and as required by law. 
The laws of the country of each senderlrecipient may impact the handling ofEC, and EC may be 
archived, supervised and produced in countries other than the country in which you are located. 
This message Calmot be guaranteed to be secure or free of errors or viruses. 

References to "Sender" are references to any subsidiary of Bank of America Corporation. 
Securities and Insurance Products: * Are Not FDIC Insured * Are Not Bank Guaranteed * May 
Lose Value * Are Not a Bank Deposit * Are Not a Condition to Any Banking Service or Activity 
* Are Not Insured by Any Federal Government Agency. Attachments that are part of this EC 
may have additional important disclosures and disclaimers, which you should read. This message 
is subject to terms available at the following link: 
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http://www.bankofamerica.comlemaildisclaimer. By messaging with Sender you consent to the 
foregoing. 

Tlte information contained in tit is transmission is intended only for tlte persoll 01' entity to 
wltich it is directly addressed or copied. It may contaill materi{(l of cOltjidenti{(1 mUI/orprivate 
nature. AllY review, retransmission, disseminatioll 01' otlter use of, or takillg of {(IIY Ilction in 
reli{(lIce UpOIl, tit is illforl1lation by persolls 01' elltities otlter tJUIII the intended recipiellt is not 
allowed. If you received tltis message and tlte illforl1l{(tioll cOllt{(illed thereill by errol', please 
contact tlte sell del' {(lid delete tlte II/aterialji'oll/ your/any stol'{(ge medium. 

This message w/attaclllnents (message) is intended solely for the use of the intended recipient(s) and 
may contain information that is privileged, confidential or proprietary. If you are not an intended 
recipient, please notify the sender, and then please delete and destroy all copies and attaclllnents, and be 
advised that any review or dissemination of, or the taking of any action in reliance on, the information 
contained in or attached to this message is prohibited. 
Unless specifically indicated, this message is not an offer to sell or a solicitation of any investment 
products or other financial product or service, an official confirmation of any transaction, or an official 
statement of Sender. Subject to applicable law, Sender may intercept, monitor, review and retain e­
communications (EC) traveling tlu'ough its networks/systems and may produce any such EC to 
regulators, law enforcement, in litigation and as required by law. 
The laws of the country of each sender/recipient may impact the handling ofEC, and EC may be 
archived, supervised and produced in countries other than the country in which you are located. This 
message cannot be guaranteed to be secure or free of en'ors or viruses. 

References to "Sender" are references to any subsidiary of Bank of America Corporation. Securities and 
Insurance Products: * Are Not FDIC Insured * Are Not Bank Guaranteed * May Lose Value * Are Not 
a Bank Deposit * Are Not a Condition to Any Banking Service or Activity * Are Not Insured by Any 
Federal Government Agency. Attaclmlents that are part ofthis EC may have additional important 
disclosures and disclaimers, which you should read. This message is subject to terms available at the 
following link: 
http://www.bankofamerica.com/emaildisclaimer. By messaging with Sender you consent to the 
foregoing. 

Tlte illforll/atioll contailled ill tltis trmlsmissioll is illtended ollly for tlte persoll or elltity to wlticlt it is 
directly {(ddressed or copied. It m{(y cOllt{(in material of cOltjidelltial alld/or private lIature. AllY 
review, retl'{(lIsmissioll, dissemination 01' otlter use of, or takillg of lilly actioll in reliallce UpOIl, this 
illformation by persons 01' entities otlter tltall the illtended recipient is IlOt allowed. Ifyollreceived this 
message alld tlte information contained tlterein by errol', please COli tact tlte semler alld delete tlte 
material ji'om your/allY storage medium. 

Tlte illjorm{(tioll cOllt{(illed in tltis tr{(lIsmissioll is illtellded only for tlte person 01' entity to whiclt it is directly 
addressed 01' copied. It may cOlltain IIwterial of cOItjidential alld/or private lI{(ture. Any review, 
retrallsmission, disseminatioll or otlter use of, 01' takillg of lilly action inreli{(nce upon, tlds illfol'llllltion by 
persons or entities otlter tltall the intellded recipient is IIOt allowed. If you received tltis message alld tlte 
inforlllation contained tltereill by error, please contact tlte sender alld delete tlte material from YOlll:!aIlY 
stol'{(ge medium. 

8 

Attachment to Response to KU AG-1 Question No. 201 
Page 255 of 1014 
Charnas



This message w/attachments (message) is intended solely for the use of the intended recipient(s) and may 
contain information that is privileged, confidential or proprietary. If you are not an intended recipient, please 
notify the sender, and then please delete and destroy all copies and attaclmlents, and be advised that any review 
or dissemination of, or the taking of any action in reliance on, the information contained in or attached to this 
message is prohibited. 
Unless specifically indicated, this message is not an offer to sell or a solicitation of any investment products or 
other financial product or service, an official confirmation of any transaction, or an official statement of Sender. 
Subject to applicable law, Sender may intercept, monitor, review and retain e-communications (EC) traveling 
through its networks/systems and may produce any such EC to regulators, law enforcement, in litigation and as 
required by law. 
The laws of the country of each senderlrecipient may impact the handling of EC, and EC may be archived, 
supervised and produced in countries other than the country in which you are located. This message camlOt be 
guaranteed to be secure or free of errors or viruses. 

References to "Sender" are references to any subsidiary of Bank of America Corporation. Securities and 
Insurance Products: * Are Not FDIC Insured * Are Not Bank Guaranteed * May Lose Value * Are Not a Bank 
Deposit * Are Not a Condition to Any Banking Service or Activity * Are Not Insured by Any Federal 
Govermnent Agency. Attachments that are patt of this EC may have additional important disclosures and 
disclaimers, which you should read. This message is subject to terms available at the following link: 
http://www.bankofamerica.com/emaildisclaimer. By messaging with Sender you consent to the foregoing. 
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Crescente, Angela 

From: Miller, Jon 
Sent: 
To: 

Wednesday, December 14, 2011 9:20 AM 
Wiseman, Sara; Crescente, Angela 

Subject: FW: ARO Quarterly Questionnaire.docx 

Follow Up Flag: 
Flag Status: 

Follow up 
Completed 

Attached is the ARO questionnaire for Transmission. 

Jon 

From: Trimble, Robert 
Sent: Wednesday, December 14,2011 9:15 AM 
To: Miller, Jon 
Subject: ARO Quarterly Questionnaire.docx 

ARO Quarterly 
Questionnaire.do ... 

1 
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ARQ Quarterly Questionnaire 

Please answer the following questions for the period since the date of your last completed 
questionnaire. 

1. To the best of your knowledge, are you aware of any changes that would impact the 
valuation of the asset retirement obligations ("AROs") that have been identified? Such 
changes may include changes in laws, statutes, regulations, precedents set by the 
Company, contracts, permits, certificates of need, right of way agreements, market costs 
or available resources for remediation, or plarmed retirements. (Please list) 

Answer: None 

2. To the best of your knowledge, are you aware of any acquired assets, land, or leases that 
will create an ARO? (Please list, include location) 

Answer: None 

3. To the best of your knowledge, are you aware of any new construction that will create an 
ARO? (Please list, include location) 

Answer: None 

4. In celtain very limited circumstances the Company could be determined to be obligated 
to retire an asset or a group of assets based upon a commitment made to a third party. Are 
you aware of any communications either written or verbal between representatives of 
LKE and third parties with respect to retirement of an asset or a group of assets owned by 
LKE at the end of operations or a specific point in time? If so, please list the identities of 
the LKE representatives and assets involved, as well as the third party or parties who 
were involved and the context in which the discussions took place. 

Answer: None 

Completed by: __ ~Robby Trimble 

FOI' the quarter ended: _December 2012 
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Crescente, Angela 

From: Allen, Lisa 
Sent: 
To: 

Tuesday, December 13,2011 9:10 AM 
Wiseman, Sara; Crescente, Angela 

Subject: RE: ARO Quarterly Questionnaire.docx 

Follow Up Flag: 
Flag Status: 

Follow up 
Completed 

Again, please disregard until I can combine all of ED together. 

Lisa 

From: Sundheimer, Glenn 
Sent: Tuesday, December 13, 2011 9:08 AM 
To: Wiseman, Sara; Crescente, Angela 
Cc: Allen, Lisa 
Subject: ARO Quarterly Questionnaire.docx 

« File: ARO Quarterly Questionnaire.docx» 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

ARO Quarterly 
Questionnaire,do., . 

Sundheimer, Glenn 
Tuesday, December 13, 2011 9:08 AM 
Wiseman, Sara; Crescente, Angela 
Allen, Lisa 
ARO Quarterly Questionnaire.docx 

Follow up 
Completed 

1 
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ARO Ouarterly OuestionnaiJ'e 

Please answer the following questions for the period since the date of your last completed 
questionnaire. 

1. To the best of your knowledge, are you aware of any changes that would impact the 
valuation of the asset retirement obligations ("AROs") that have been identified? Such 
changes may include changes in laws, statutes, regulations, precedents set by the 
Company, contracts, permits, certificates of need, right of way agreements, market costs 
or available resources for remediation, or planned retirements. (Please list) 

Answer: No. 

2. To the best of your knowledge, are you aware of any acquired assets, land, or leases that 
will create an ARO? (Please list, include location) 

Answer: No. 

3. To the best of your knowledge, are you aware of any new construction that will create an 
ARO? (Please list, include location) 

Answer: Yes, we have drilled two wells in the Doe Run (KY) storage field and 5 wells in tbe 
Center storage field. 

4. In certain very limited circumstances the Company could be determined to be obligated 
to retire an asset or a group of assets based upon a commitment made to a third party. Are 
you aware of any communications either written or verbal between representatives of 
LKE and third parties with respect to retirement of an asset or a group of assets owned by 
LKE at the end of operations or a specific point in time? If so, please list the identities of 
the LKE representatives and assets involved, as well as the third party or parties who 
were involved and the context in which the discussions took place. 

Answer: No. 

Completed by: Glenn 
Sundheimer ____________________________ _ 
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For the quarter ended: December 
2011 __________________ _ 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

ARO Quarterly 
Questionnaire, do." 

Hudson, Rusty 
Monday, December 12, 2011 7:16 AM 
Wiseman, Sara 
Crescente, Angela 
FW: 4Q ARO questionnaire 

Follow up 
Completed 

1 
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ARO Ouarterly Ouestionnaire 

Please answer the following questions for the period since the date of your last completed 
questioIDlaire. 

I. To the best of your knowledge, are you aware of any changes that would impact the 
valuation of the asset retirement obligations ("AROs") that have been identified? Such 
changes may include changes in laws, statutes, regulations, precedents set by the 
Company, contracts, permits, cellificates of need, right of way agreements, market costs 
or available resources for remediation, or planned retirements. (Please list) 

Answer: No 

2. To the best of your knowledge, are you aware of any acquired assets, land, or leases that 
will create an ARO? (Please list, include location) 

Answer: No 

3. To the best of your knowledge, are you aware of any new construction that will create an 
ARO? (Please list, include location) 

Answer: Not beyond discussion that took place week of 12/5 with Project Engineering. 

4. In cellain very limited circumstances the Company could be determined to be obligated 
to retire an asset or a group of assets based upon a commitment made to a third pmly. Are 
you aware of any cOlllmunications either written or verbal between representatives of 
LKE and third parties with respect to retirement of an asset or a group of assets owned by 
LKE at the end of operations or a specific point in time? If so, please list the identities of 
the LKE representatives and assets involved, as well as the third pmly or parties who 
were involved and the context in which the discussions took place. 

Answer: No 

Completed by: Rusty Hudson 

For the quarter ended: 12/31/11 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Trimble County 2 
Joint Use ARO". 

Wiseman, Sara 
Tuesday, October 04,2011 12:42 PM 
Charnas, Shannon 
Crescente, Angela 
Trimble County 2 Joint Use ARO 10-3-11 tracked #2.docx 

Attached is the latest draft. I've inserted the table (thanks to Debbie H.) and added the proposed language that we 
discussed. Also, talked to Dan about the debt covenant and changed the response on that. Should the part that is still 
highlighted in green be removed? 

1 
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lO!E KU. 
PPL~nI .. 

MEMORANDUM 

Date: 

To: 

From: 

Rc: 

cc: 

October 3, 2011 

Valerie L. Scott, Controller 

Sara Wiseman, Manager, Property Accounting 
Angela Crescentc, Accounting Analyst III, Property Accounting 

Trimble County 2 Joint Usc Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes~Oxley Compliance 
Lesley Pienaal', Manager, Financial Reporting 
Ernst & Young 
I;l'ik Raneer,-9il'eeteF, Sharea Aeeaooting Serviees 

Overview of EtTol" 

~- - Formatted: Header distance from edge: O.5~, 

Footer distance from edge: 0" 

During September 2011, it was discovered that asset retirement obligations CAROs) should have +- - -1 Formatted: line spacIng: single 

been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 20 11 and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

+Ile--reet eause efthe--et'ffiF-Was clue te hHffi-tUT-effBl'-: 

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 

Overstated 
Overstated 
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October 3, 20 II 
Page 2 
Trimble County 2 Joint Use Asset Retirement Obligations 

RcgulatOl)' Assets 
Asset Retirement Obligations 

Overstated 
Overstated 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership ofthe joint use assets, Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO!s were re-valued at November I, 20 I Q-l- as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

LG&E KU Consolidated 

Beginning Balance ARO Liability (I) 7,589 7,589 

Reversal ofLG&E's ARO (7,589) (7,589) 

Establishment of new AROs 3,969 3,664 7,633 

January-August Accretion Activity 153 142 295 
(3,@i467 

Net September 20 II Activity (2) ) 3,664806 44339 

Ending Balance ARO Liability (1) + (2) 34,96')122 3,664806 7,@928 

How Enol' 'Vas Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO repOlis during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This error is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

[do we not have a control that states the AROs are reviewed at least quarterly? I think there 
needs to be some control listed here.] Cycle 40.01-Acquisitions. Disposals and Retirement. 

'<1- - - i Formatted: line spa<lng: At least 10 pt 

..:- - -i Formatted Table 

- --i Formatted: LIne spacing: single 

- - - -{ Formatted: Left, LIne spacing: single 

- - - -{ Formatted: line spacing: single 

--- Formatted: Normal, Space Before: 5.55 pt, 
Une spacing: single 

Control Activity #9 states ',-1](0 Review fOr Acquisitions: During the AlP review process. _____ <: _ - ~F"o;;;'m~att::e::d::::;NO;;:;;Unde;;::;';;line~~:-_~_~ 
Accounting Analysts review the projects to determine if the need fol' an ARO may exist. If the ~ Formatted: font: Times New Roman, 12 pt 

project is identified as having the potential to require an ARO. a copy of the AlP is forwarded to 
the Accounting Analyst in charge of ARO accounting fol' further action. The Accounting 
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October 3, 2011 
Page 3 
Trimble County 2 Joint Use Asset Retirement Obligations 

Analyst in charge ofARO accounting reviews the AlP and if appropriate. contacts the Legal and 
Environmental personnel who will make the final determination of the need to establish an ARO 
based upon review of existing legal documents including laws. statutes. contracts. permits. 
certificates of need. right of way agreements and environmental regulations,l>. This control was _____ -{ Formatted: Font: TImes Nevi Roman, 12 pt 
in place and functioning. However, due to the unique situation that resulted from the transfer of 
these AROs from LG&E to KU. this control did not prevent the error. }le e;;:isting esntrels were 
impaetecl. III an efrsrt t8 flrcvent this CtTsr frem eeeHfflng in the future, Preperty Ae€mlRting 
wi-lHmpiement a new pffieess. The September 2G II tinan&ial-elese 'NilI13e tile--impiementatisn 
aate-efthis ne'f'I' fJreeess. The AssauBting Analyst res}3snsiele far tfle AR-O aeeettRt 
1'eeaneiliatieHs 'O'iII13egiH l'URning re}3srts detailing any neYI asset aetivity in aeeeUH~ 
Regulatel'Y Lia13i1ity AltO an a n~snthly easis. This aeeeunt-eentains the asemnuiateEl esst sf 
remsvablsalvage sH-tlle underlying "parent" assets whieh give rise ta tile ARO liability. The 
Aeoounting AHalyst will investigate any new s1' uneNpesteEl aetivity in tllis aesaunt ts aseertain 
wHether the assasiateEl ARO lia13i1ity has 13een estal3lishe4--+fle Aesaunting AnaJ.yst--will 
immediately aEldress any issues Sl' flffi131ems. The Aeeeunting Analyst will sign eff an this repert 
and keep it wi!;h the manthly aeesHnt reeeneiliatisHs .... _______________________________ - Formatted: Not Highlight 

Action Plan 

In an effort to prevent this error from occurring in the future. Property Accounting will 
implement a new process effective with the.----+he September 20 11 financial close will Be the 
inmlementatien Elate efthis new-ereee5S. The Accounting Analyst responsible for the ARO 
account reconciliations will begin funning reports detailing any new asset activity in account 
254-Regulatory Liability-ARO on a monthly basis. This account contains the accumulated cost 
ofremovallsalvage on the underlying "parent" assets which give rise to the ARO liability. The 
Accounting Analyst will investigate any new or unexpected activity in this account to ascertain 
whether the associated ARO liability has been established. The Accounting Analyst will 
immediately address any issues or problems. The Accounting Analyst will sign off on this report 
and keep it with the monthly account reconciliations. 

Matcriality Assessmcnt 

Year/Quarter Ql Q2 Q3 04 
2011 X X 
2010 
2009 

Ouantitative Assessment·- Adjustment to Amollllts Reported on Financial Statements (oOO's) 
Atl;justmellt to Amoll-fl-ts---Ref}a-t'tea en Finnllcinl Statements US Cl.AP (O(}Q-!sj 

I 

Formatted: Normal, left, line spacing: s!ngle 

FOrmatted: Une spacing: single 

Formatted: Font: (Default) limes New 
Roman, 12 pt 

Formatted: Centered 

Formatted Table 

Formatted: Font: (Default) limes New 
Roman, 12 pt 
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Regulated Utility Plan, LG&E 
Accumulated Depreciation. LG&E 
Regulatory Assets LG&E 
Asset Retirement Obligation~ LG&E 

Regulated Utility Plant KU 
Accumulated Deprcciatiol\ KU 
Regulato'l' Assets. KU 
Asset Retirement Obligation~ KU 

3,m286 
11156 

2'tG96 
I 1223.4676 ~ 

3&(}4 
1065 

2487 
~3,806 

In this situation, a waived adjustment was not -entered into the waived adjustment file; there was "', 
no waived adjustment in the current period (03 2011) since the balance sheet was corrected ...... 
when the above entry was recorded in September 2011 on the gcncrallcdger. The adjustment 
was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 

The following table shows the financial statement line atlected: 

.n ___ n ___ n __ n_n ____ n_n __ n __ n_~/31!2011 ____ nn 6130/2011 __ 
L _ n ____________ n ________________ LG&E ____ !ill ____ !&§;Jj; ____ lill_ 
~~-------------------------------------------------------------
T!i~uQle _C_O!!'lty Iojntj..J~.Q ~dj!!sh!l~ll! ____________ (3~3J _____ 3} _____ f3.Jl_ _ _ _ l.7 _ 
.R~gulat~d_Asset~ n n ____________ n _______ 2&32 ____ 4,3_61- ___ 2.8§L_ n 4,4~0_ 
J)~r~~!!agf ____________________________ "O.!23! ___ O.O.?~ ____ "O.l~~ ___ _ O.08y~ 

l!i~l~le=C~~~lY !O]~t:AJQ~(n~~lil~I~= = = == = = == = = =lO~D== = = =0)= == = = =(0.1£ == =-
,AccumulatedQeprcciation ____________________ 4.4 ______ 5j _ _____ iJ§ ___ _ 
P~rS~!!ag2 ____________________________ "O.~33! ___ O.l2~ ___ "O.l~to __ _ 

;1!iQl~[e=(o~~ty IoJ~t~~{RQ ~di~~~~n!= = = == = = == = = =lo)}== = = =-0)= == = = =(O.~i.: == = = 
.R"gl~~t~ry 8~~e~s ____________ n ___________ -'49. n ___ 1~3 ______ 36) ___ _ 
~~rccntage __________________________ "Q..~O}~ ___ O.J§~ ___ _ "Q .. 9§to __ _ 

;r!i~~fe=c:9~~ty IoJn(A=RJ~:~di~Silil~I~= = = == = = == = = =f~5j== = = =3~8= == = = -(3.~i.: == = = -3.~ 
J\J>~e!R~t~'<:'I~~l~ Qblig.!ltl~I~ ___________________ 19 ______ 5j _ _____ 5Q ____ _ 
g~r~~!!ag~ ____________________________ :.7.!4"~ ___ 7.0j<fo __ _ _ -7.0Q~ __ _ 

Jrilubfe -cOlult);folllt Use-ARO J(dUlstlu-ent- == = = == = = =l3)J== = = =3)= == = = J3.~)= == = = 
Jotal Dcfcrre.9 Credits an(Other NOIICjlrrent Liabilities __ 1 ,~2_0 _ _ _ _ 1-12)§ ____ 1 !2~1 ___ _ 
g~rs~!!ags ____________________________ "O.~~~ ___ O.3.9'Yo __ __ "O.2§~ __ _ 
~--------------------------------------------------------------

On a consolidated LKE basis, the amounts on all financial statement lines almost offset and the 
impact is minimal on any financial statement line. 

", 
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Qllalitati~'e Assessmellt 

In Topic 1 - M. "Materialitt' the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples. with 
responses in the context of tile first quarter difference not corrected prior to issuance: 

• Whethel' it arises from a precisely measurable item/calculation or an estimate. 
Response -
The asset retirement obligations are based ollAR estimates. 

• Whether it masks a change in earnings or other trends. 

Response - No. there is no income statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 

Response - No. there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 

Response - No. there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 

Response - No. 

• Whether it affects compliance with loan covenants or othcr contractual requirements. 
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Manal!:cment has concluded. based on both the quantitative and qualitative assessments. this 
error li!is_ not material ~o the financial statements. _________________________________ .->.-( Formatted: Not HlghHght 

NOTE: See also overall assessment orall errors made prior to issuance or tile financial 
statements. 

This error impacted the balance sheet only. there was no income statement impact. For LG&E 
and KU, the error was greater than 5% on the Asset Retirement Obligations balance sheet line. 
However. the effor was less than I % on the Deferred Credits and Other Noncurrent Liabilities 
balance sheet line. Management believes an investor would be more likely to consider the 
Deferred Crcdits and Othcr Noncurrent Liabilities line when making investment decisions as 
opposed to considcring the Asset Retiremcnt Obligations line. 

..... - - ~ Formatted: Hyphenate 
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SOX Assessment 

Per the Public Company Accounting Oversight Board (peAOB) Audit Standard No. 51 'IA 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees. in the normal course of performing their 
assigned functions. to prevent or detect misstatements on a timely basis. 

• 

• 

A deficiency in design exists when (a) a control necessary to meet the control objective is- -­
missing or (b) an existing control is not properly designed so that. even if the control 
operates as designed. the control obiective would not be met. 
A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively.I' 

The SOX guidance. A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question. for which LKE is providing a subsequent response. 

Considering the potential magnitude. and any mitigating controls. would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? peAOB AS5 defines a significant deficiency as "a 
deficiency. or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness. yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 
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l AUDITING STANQARD NO.5-AN AIJDlT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS PCAOB Release No. 2007·005 May 24 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies Version 3 A collaboration of 9 audit liuns and Wj(Jiam F. 

Messier jf. Professor Georgia State Uni\'ersity December 20 200-1-
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Disclosure 

Per F ASH ASC 250-1 OA5 Accounting Changes and Error Corrections - Presentation. 
Materiality Determination for Correction of an Error. paragraph 45-27 "In determining 
materiality for the purpose of reporting the correction of an error. amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that arc material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period. " 

this error is required in the quarterly or annual I1nancial statements. 

Conclusion 
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Shannon: Here is the draft after we added the info from today. 
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MEMORANDUM 

Date: 

To: 

From: 

Re: 

cc: 

October 5, 2011 

Valerie L. Scott, Controller 

Sara \Viseman, Manager, Property Accounting 
Angela Crescentc, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Y Dung 

Overview ofEl'rol' 

During September 2011, it was discovered that asset retirement obligations CARas) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
Janu",)' 20 11 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, dUl'ing the third quarter of2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly PASB 143FIN 47) was originally ador-ted in 20053-. however. the amount 
reported was not identified as transmission or distribution mains. Since the original adoption. 
neither the gas operations or the accounting personnel realized that the amount originally 
recorded represented only the gas distribution mains. I.!'Je.:1~e verify this_ ad_dition i~ _____ ~ ______ - F'Fo;Cr"m;;;att;;,;e;;;d;;;';;;H,,~;;;hl",.h;;;t~~~~~~~"' 
cOfrcct.Correct. as changedL ____________ ~ _______________________________ ~ _ Formatted: Highlight 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 

~==~~~--------~ 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs VS, the discount 
rate used when the AROs were re-valued at November 1, 2010 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability for TC2 (in millions $): 

LG&E 

Beginning Balance ARO Liability (1) 7,589 

Reversal ofLG&E's ARO (7,589) 

Establishment of new AROs 3,969 

January-August Accretion Activity 153 

Net September 2011 Activity (2) (3,467) 

Ending Balance ARO Liability (1) + (2) 4,122 

KU Consolidated 

3,664 

142 

3,806 

3,806 

7,589 

(7,589) 

7,633 

295 

339 

7,928 

A new ARO will be established on LG&£'s financial records for gas transmission mains in 
September 2011 totaling ~3 . .9 million. ___________________________________ /' -{"Fc:o,-,'m:".::tt::ed::,,,H,,,~,,,hl,,,i9h:"t _____ ~-, 

How Error 'Vas Idcntificd 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

An Accounting Analyst reviews the ARO sub ledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst and field 
personnel 1,&0 Held ycrso~neI?l r~aJi.z~cI. ~1~~ tll" J\._R5l. eSJi!,~a~e_Q1'~,,-i?ed_ 1»: fieI~ p"r~()ntJel foE ___ , "1"F"-ooc'm~.,,tt=ed,,,'~H~~cchl~~h~t ______ ~ 
gas mains did not include gas transmission mileage. Legal counsel provides a quarterly update 
on any new issues related to AROs, which is used to identify triggering events that would signal 
a need for a revaluation. There was no change in the legal requirements. per the memo. that 
would have been a triggering event. In the second quarter of2011, procedures relating to the 
ARO review were updated and a quarterly questionnaire was provided to field personnel to 
identify fmiher issues that could trigger a revaluation of AROs. Also in the second quarter. the 
process was adiusted further to ensure a detailed review of the AROs would be done every three 
years even if there was no triggering event. The implementation of the questionnaire prompted 
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questions from field personnel and resulted in fllliher discllssions and the ultimate determination 
was that gas transmission mains were not included but needed to be. lShouldn't this error have __ -1c:'"o"rm"a",tt=e=d,,' =H""h"'."h,,t ______ ~ 
been identified as we reviewed AROs each year? \Vas there a change in the legal requirements 
this year that triggered the more detailed review?] 

Controls Impacted 

This error is determined to be an observation as the error only resulted in Balance Sheet 
adjustments. 

Cycle 40.0 l-Acquisitions, Disposals and Retirement, Control Activity #9 states "ARO Review 
fOr Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for further action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, certificates of need, right of way agreements and 
environmental regulations. 1I This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer of these AROs from LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large--=:scale transmission 
main replacement projects in the past nor are ally planned..fef in the future. There is currently a 
large-scale distribution main replacement project underway, however. discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However. it was not identified during these discussions that ARO 
valuations for gas transmissio1ll11ains were missing. 11 am not sur~ the las~ statement is true. I _____ { Formatted: Highlight 
thought we had Ull ongoing gas main replacement program.Pel' Tom Rieth. there have been only cc=="-C.==~ ______ -' 
minor transmission main replacements. the large project going on right now is for distribution 
mains only -l [Isn't there_ anothe~ control about quarterly or annual ]'eviews Qf ARO~? No. it is ____ -1;;F"o"rm='tt;,;;e"d;;;, "H~",h;;;I."h,;;t~~~~~~~ 
mentioned as a process in the nRitatiave. but it is not a control. \Vouldn~t that cSlntrol be the ___ ~ __ -{c:F"o"rm='tt=ed=,,,H.,,h,,I~,,h,,t ______ ~ 
control that failed here due to misunderstandings of what was included in the numbers (an 
operation error)? Tfthe control shown here did not detcct the nroblem (a desien eITOl~. do we _ - .~F;;;or"m:;;a;;;tt;;;e;;;d';;;H:;;ig"h",'ig"h;;;t ~~~~~~~ 
have a significant deficiency? 1 - - - - - - - - -< - - Formatted: Highlight 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process effective with the September 20 It financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of rcmovaVsalvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 

~~~~~--------~ 
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activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

In an eff0l1 to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
training will be an opportunity to explain the importance ofuoting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Qual'tel' Ql Q2 Q3 Q4 
2011 X X 
2010 
2009 

Qualltitative Assessment ~- Adjustment to Amollnts Reportell 011 Financial Statemellts (000 's) 

6ME 06/30/11 
Fin Stmt Line Item Company Debit Credit 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 105 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 
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In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 

The following table shows the financial statement lines affected ($ millions): 

3/3112011 6130/2011 
LG&E KU LG&E KU 

ARO Adjustment .7 3.7 .7 3.7 
Regulated Assets 2,832 4,361 2.868 4,410 
Percentage 0,02% 0.08% 0.02% 0.08% 

ARO Adjustment (0.1) 0.1 (0.1) 0.1 
Accumulated Depreciation 44 54 68 90 
Percentage -0.23% 0.19% -0.15% 0.11% 

ARO Adjustment (OJ) 0.2 (OJ) 0.2 
Regulatory Assets 149 113 363 227 
Percentage -0.20% 0.18% wO.08% 0.09% 

ARO Adjllstment 0.5 3.8 0.5 3.8 
Asset Retirement Obligations 49 54 50 55 
Percentage 1.02% 7.04% 1.00% 6.91% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Total Deferred Credits and Other Noncurrent Liabilities 1,220 1,256 1,244 1,286 
Percentage 0.04% 0.30% 0.Q4% OJO% 

Qualitative Assessmellt 

In Topic 1 - M, "Materiality!! the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter difterence~ not corrected prior to 
issuance: 

• "Whether it arises from a precisely measUl'able item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - No, there is no income statement impact. 

.. ---1 Formatted Table 

Attachment to Response to KU AG-1 Question No. 201 
Page 305 of 1014 
Charnas



October 5,2011 
Page 6 
Asset Retirement Obligatiol1s~Trimble County 2 Joint Use & Gas Transmission 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - No, there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 
Response - No, there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbaugh. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fioaudulent transaction. 
Response - No. 

Conclusioll 011 ~fateriality Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. For KU, the 
errol' was greater than 5% on the Asset Retirement Obligations balance sheet line. However, the 
errOl' was less than 1 % on the Total Deferred Credits and Other Noncurrent Liabilities balance 
sheet line. Af!!f!agem~l!t beli~n invesi~r wel;ll~ ~~ mere l!l~e!'y~te e.QI~~~e! the)2~f~1!~I;L~ ___ ~ __ -- -{ Formatted: Highlight 
Credits and Otlter NeneHrrent Liabilities line when making investment-deeisiens as e}3)7esed te L-C====="-______ ~ 
ooflsidering tke Asset Retirement Obligatio~ [I am not sure we want to make this statement 
given the EPA and gas pipeline,news latel},. Can_we delete this sentenceJ YES; ~ ____ ~ _____ < ~ __ ~Fo"r"m;;;a"tt;;;ed;;;,,,H,,~,,hl,,~,,ht,-~~~~~~-< 

NOTE: Sec also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Formatted: Highlight 
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Pel' the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
Anuual and interim financial statements? PCAOB AS5 defines a significant deficiency as lIa 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation. The deficiency is one of operation based on the discussion with 
field personnel that took place to identify the need for guantification or tile ARO. Management 
believes that the deficiency in the operation of the controls should not be classified as a 
significant deficiency or material weakness. JSce fiX comment above_ regar~ing desig;n ~s. _____ -1 Formatted: Highlight 

~~~~~~~~~~ 
opcratingl __________________________________________________________ ---{<.:F"occrm"a",tt=e=d=:"H~",h"I~",h"t ______ ~ 

Disclosul'e 

I AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2001-005, May 24, 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit flnns and William F. 
Messier,jr. Professor, Georgia Slate University, December 20, 2004 
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Per F ASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - 'lIn determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trcnd of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Crescente, Angela 

From: Charnas, Shannon 
Sent: 
To: 
Subject: 

Wednesday, October 05, 2011 8:45 PM 
Wiseman, Sara; Crescente, Angela 
FW: Revised EAM for AROs 

Sara & Angela-

Can you work on addressing Valerie's comments. Let me know if there is anything we should discuss. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E and KU 
(502) 627-4978 

From: Scott, Valerie 
Sent: Wednesday, October 05, 2011 7:38 PM 
To: Charnas, Shannon 
Subject: RE: Revised EAM for AROs 

Shannon, 

I have added some comments in the attached. Let me know if we should discuss. 

EAM - ARO (TG 
Joint Use and Goo. 

Valerie 

From: Charnas, Shannon 
Sent: Wednesday, October 05, 2011 4:03 PM 
To: Scott, Valerie 
Subject: Revised EAM for AROs 

Valerie -

Let me know if you have any comments or would like to discuss. 

Thanks, « File: EAM - ARO (TC2 Joint Use and Gas Trans) 10-S-11.docx» 

1 
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Shannon Charnas 
Director, Accounting & Regulatory Reporling 
LG&E and KU 
(502) 627-4978 

2 
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IDlE KU 

MEMORANDUM 

Date: October 5, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbancs-Oxley Compliance 
Lesley Pienaal', Manager, Financial Reporting 
Ernst & Young 

Overview of Enol' 

During September 2011, it was discovered that asset retirement obligations CAROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint usc assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LO&E) own the joint use assets under review. An ARO 
had been appropriately established on LO&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quatler of2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FASB 143) was originally adopted in 2003. however. the amount reported 
was not identified as transmission or distribution mains. Since the original adoption. neither the 
gas operations or the accounting personnel realized that the amount originally recorded 
represented only the gas distribution mains.1Pleas~ verify this ad~ition i~ cor~e~~l ___________ ~ _1c:F~o,"rm::,a __ tt-:ed=' H",""".">,o",h=-t ______ ---' 

These elTors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint usc assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership orthe joint lise assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the Powcl'Plant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AROs were re-valued at November 1, 2010 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability for TC2 (in millions $): 

Beginning Balance ARO Liability 

Reversal ofLG&E's ARO 

Establishment of new AROs 

January-August Accretion Activity 

Net September 2011 Activity 

Ending Balance ARO Liability 

LG&E 

(I) 7,589 

(7,589) 
3,969 

153 

(2) (3,467) 

3,664 
142 

3,806 

Consolidated 

7,589 

(7,589) 
7,633 

295 
339 

(1) + (2) ~4;"" 1;.:;2::;,2~~3;g,8;;;06~~~~7,,;:;,9,:;;28~~ 

A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 totaling $)\.)( 'llillion. ___ n __ n n __________ n _____ n ___ n ______ -!c:Fc:o",rn"""tt"e"d,,-,H,,~c:h",,I~",,ht,-_____ --, 

How Enol' 'Vas Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, ·while reviewing ARO reports during account reconciliation 
preparation for period of August 20 Ii. 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. 
As part of this revie".:, the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst J & ~eld ______ ~ __ 1LF"o"'m"'""tt",e,:,d"' .. H,,,~,"hl,,,~h'"t,-_____ --, 
personnel?]l'ealized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. rShouldn't this error have been identitied as we reviewed __ -1c:F"o ... ,m='tt .. e"d .. , .. H.,.~h,"I • .,.h .. t ______ --, 
AROs each year? Was there a clH:nge in the legal reguiremcnts-this year that triggered the morc- -
detailed review?] 

Contl'ols Impacted 

This errol' is determined to be an observation as the error only resulted in Balance Sheet 
adjustments. 
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Cycle 40.0 I-Acquisitions, Disposals and Retirement, Control Activity #9 states "ARO Review 
for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine ifthc need for an ARO may exist. Ifthe project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for further action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, pcnnits, cCliificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer ofthcse AROs from LG&E to KU, this control 
did not prevent the TC ARO errol' between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-:scale main replacement 
projects in the past nor are any planned for in the future. IT am not sure ~he last statement is true. ___ -1LFcco~rm=att"e"d~:ccH",~"hlC'~h"t,--_____ ~ 
I thought we had an ongoing gas main replacement program.] [Isn't there another control about 
quarterly or annual reviews of AROs? "'ouldn't that control be the control that failed here due 
to misunderstandings of what was included in the numbers (an operation errorU If the control ..- Formatted: Highlight 

shown here did not detect the problem ea design error). do we Jlave a si~nificant deflciencx?l ..- ~F:'oo;rm=att"ed~:"H"'~"hl"'~h"t~~~~~~~~ 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process eftective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues 01' problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

In an effort to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
training will be an opportunity to explain the impOliance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter QI Q2 Q3 Q4 
2011 X X 
2010 
2009 
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Qualltitative Assessment -- Adjustment to Amollllts Reporlel/oll Financial Statemellts (OOO's) 

6ME 06/30111 
Fin Stmt Line Item Company Debit Credit 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU lOS 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too latc to be included in the June 201 t waived adjustment file. 

The following table shows the financial statement lines affected ($ millions): 

3/3112011 6/30/2011 +--- - - --{ Formatted Table 
LG&E KU LG&E KU 

ARO Adjustment .7 3.7 .7 3.7 
Regulated Assets 2,832 4,361 2.868 4,4lO 
Percentage 0.02% 0.08% 0.02% 0.08% 

ARO Adjustment (O.l) 0.1 (O.l) O.l 
Accumulated Depreciation 44 54 68 90 
Percentage -0.23% 0.19% ·0.15% 0.11% 

ARO Adjustment (OJ) 0.2 (OJ) 0.2 
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3/3112011 6/30/2011 
LG&E KU LG&E KU 

Regulatory Assets 149 113 363 227 
Percentage -0.20% 0.18% -0.08% 0.09% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Asset Retirement Obligations 49 54 50 55 
Percentage 1.02% 7.Q4% 1.00% 6.91% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Total Deferred Credits and Other Noncurrent Liabilities 1,220 1,256 1,244 1,286 
Percentage 0.04% 0.30% 0.D4% 0.30% 

Qualitative Assessment 

In Topic 1 - M, HMateriality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples. with 
responses in the context of the first and second quarter difference~ not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• \Vhether it masks a change in earnings or other trends. 
Response - No, there is no income statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - No, there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 
Response - No, there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements pel' conversation with Dan Arbaugh. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

<t- - - -{ Formatted Table 
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• Whether it involves concealment of an unlawful or fraudulent transaction. 
Response ~ No. 

Conclusioll 011 Afateriality Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line. However, the 
error was less than 1 % on the Total Deferred Credits and Other Noncurrent Liabilities balance 
sheet line. M~I!.a~~,!l~I!Lb~U~~~ ~,!!.n.Y~JQl~\~~l!.I~ !?~~l.9~e~I!~e!YJ.9 _cQt.!sj~e.!"!1!e}~~f~I:!~A ______ - -{ Formatted: Highlight 
Credits and Other Noncurrent Liabilities linc when making investment decisions as opposed to ~=====~------~ 
considering thc Asset Retirement Obligations line. [l am not sure we want to make this statement 
given the EPA and gas pipeline news lately. G.an wc_ (~elete this senten~eJJ _______________ <: - r::Fo;:r::;m:::att"e;;;d":,;;H;;;~;;;hl,,,;g;;;ht~ __ ~~~~~ 

Formatted: Highlight 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Per the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting cxists when the design or operation of a 
control does not allow management or employees, in the normal coursc of performing their 
assigned functions, to prevent or detect misstatements on a timcly basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

I AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTfNGTHAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007-005, May 24, 2007 
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The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
allnual and interim finAncial statements? PCAOB ASS defines a significant deficiency as Ila 

deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation. Management believes that the deficiency in the operation of the 
controls should not be classified as a significant deficiency or material weakness. JSee my _____ -1~Fc::o:::rn::":::tt:::e::d~: H:::"~h::l~~h::t~~~~~~_ 
comment above regarding design vs. operatingJ ______________________________ ~ _ -1l,-,Fo::'::m::'tt"e:::d:::-"H"Ig::hl"lg::ht,--~~~~~_ 

Disclosure 

Per FASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - '<In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material \veakness and 
will not be disclosed in the financial statements. 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit finlls and William F. 
Messier,jr. Professor, Georgia State Unh'ersity, December 20, 2004 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

rYll~.~ ... EJ 
ARO TC 2 Joint 
Use_Gas Trans." 

Wiseman, Sara 
Wednesday, October 05, 2011 3:40 PM 
Charnas, Shannon 
Crescente, Angela 
ARO TC 2 Joint Use & Gas Transmission 10-5-11.docx 

Shannon: Here is the latest draft. 

1 
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MEMORANDUM 

Date: October ;;'4,2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 
Angela Crescentc, Accounting Analyst III, Property Accounting 

Re: Trimble CmtfttJ~-~eiftt--Y5e-Asset Retirement Ob1igations~Trimble County 2 Joint 
Use & Gas Transmission 

cc: Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Errol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 20 II and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assels. 
However, at the time when TC 2 became operational (Janumy 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

Additionally. during the third quarter 01'2011. it was discoveloed that an ARC should have been 
established for gas transmission mains for LG&E. 

Thescis error.§. caused the following misstatements on LG&E and KU's financial statements: 

--::-----:c-c-:c:=----=cc:-----------=~J,"'G'"&",'"E~~~~~~J5.=U ___________ < - -1 Fonnatted: Uoderl"", -:J 
Regulated Utility Plant ~U~n~dke~rs~t:at~eJdlli~ililI~~u~n~d:e~rs>!t"al"e"!d " -l~F~o~rn~"~tt~ed~~: U~nd~~erl~""'~:::::::::::::~= 
Accumulated Depreciation UnclerstateaOverstated 
Understated 
Regulalory Assels 
Understated 
Asset Retirement Obligations 

tJruiefs(ate60verslaled 

Understated ____ -'U"I""d"'e"'rQ!sl"at"e"d 
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+hi5-eff6r-eattsed-tfle-ffiHewing misstatements en LG&£'s finatHHru--sta!ement-sf 

Regulates Utility Plant Oyerstatea 
Aeeumulatea DefJreeiatien Overstated 
RR~e~g~ukla~te~l~)'~,~\s&s*e~ts~--------------~Ov~ffiWd 
Asset Retirement Oeligatie,nn5-s---------10~''':eerl'S·stka~tee<I" 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re·established for its 52% ownership 
interest and KU wiII establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AROs were re-valued at November 1, 2010 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

Beginning Balance ARO Liability (1) 

Reversal ofLG&E's ARO 

Establishment of new AROs 

January-August Accretion Activity 

Net September 2011 Activity (2) 

Ending Balance ARO Liability (1)+(2) 

LG&E 

7,589 

(7,589) 

3,969 

153 

(3,467) 

4,122 

KU Consolidated 

3,664 

142 

3,806 

3,806 

7,589 

(7,589) 

7,633 

295 

339 

7,928 

A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 .... ____________________________________________________ --1 Formatted: Font: Not Bold 

How Enor 'Vas Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

An Accounting Analyst reviews the ARO subledgcr during the account reconciliation process. 
As part of this review. the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst realized that the 
ARO estimate provided by field personnel for gas mains did not include gas transmission 
mileage. 
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Controls Impacted 

This eITor is determined to be an obsel'\'ation as the error only resulted in Balance Sheet 
adjustments. 

Cycle 40.01-Acquisitions, Disposals and Retircment, Control Activity #9 states <lARa Review 
(Or Acquisitions: During the AlP review process, Accounting Analysts review the projccts to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for fmiher action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of cxisting legal documents 
including laws, statutes, contracts, permits, cel1ificates of need, right of way agrccments and 
environmental rcgulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer of these AROs from LG&E to KU, this control 
did not prevent the TC ~ARO error. '[his control ~lso did not 12rcven1 the error foX !he ~Gas ___ <; ~-
t+ransmission n1.~4alns since therc_ have not beet.! any large sc,!l~ main repla~cment I2rojects i~ __ --
the past nor are a!l}'lJlanned for in the future. _________________________________ ':"< 

" -'--- -- - - -------- -- ---- ---- - ----- --- - -- ------ ---- ---- -- - - ------- -~ \' 
\,\\' 

Action Plan \ 
, 
, 

In an effort to prevent thls-the TC ARO e1!21-'--:t}·(?.t!1.9~C_l!!·ljr!K~1_t~e_[U!l!!·~,_P!·22.e!12' _~c52~nJLng_ -.- __ 

Formatted: Not Highlight 

Formatted: Not Hlgh!ight 

Formatted: Not Highlight 

Formatted: Not Highlight 

Formatted: Not HIgh!lght 

Formatted: Not Highlight 

Formatted: Not Highlight 

Formatted: Not Highlight will implement a new process effective with the September 2011 financial close. The ' 
Accounting Analyst responsible for the ARO account reconciliations will begin running repOlis 'i Formatted: Not High!lght 

detailing any new asset activity in account 254-Regulatory LiabiIity-ARO on a monthly basis. 
This account contains the accumulated cost of removaVsalvage on the underlying "parenC' assets 
which give rise to the ARO liability. The Accounting Analyst will investigate any new or 
unexpected activity in this account to ascertain whether the associated ARO liability has been 
established. The Accounting Analyst will immediately address any issues or problcms. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations ....... _____________________________________________________ ~ ~ ..... -{ Formatted: NotHlgh!ight 

In an effort to ensure that any future Ggas t,;Fransmission MI~i!:l activity will be properly _____ ~ ~ Formatted: NotHlgh!lght 

communicated, Property Accounting will conduct a training session with Gas personnel. This E,,_,_ Formatted: Not Highlight 

training will be an opportunity to explain the importance of noting this activity on any AlP .... i Formatted: Not Highlight 

involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periotls Impacted (including quarter correction booked) 
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Year/Quarter Ql Q2 Q3 04 
2011 X X 
2010 
2009 

Quantitative Assessment ~- Adjustment to Amollnts Reported 011 Financial Statemellts (OOO's) 

6ME 06130/11 
Fin Stmt Line Item Company 

Regulated Utility Plant LG&E 656 3,U6 
Accumulated Depreciation LG&E +H107 
Regulatory Assets LG&E ;;96288 
Asset Retirement Obligations LG&E M67 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 105 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment~ 
wercas discovered iJt--8epteR-laetT-Wfflefi-wa-s--too late to be included in the June 2011 waived 
adjustment file. 

The following table shows the financial statement line, affected ($ millions): 

3/3112011 6/30/2011 
LG&E KU LG&E KU 

1'riAll'lle CeHffiy-Joi-Itt--ARO Adjustment ~,l 3.7 ~,l 3.7 
Regulated Assets 2,832 4,361 2.868 4,410 
Percentage -0.Q+2% 0.08% _-0.lIJ2% 0.08% 

Triml'lle Ceunty-Jeffit-ARO Adjustment (0.1) 0.1 (0.1) 0.1 
Accumulated Depreciation 44 54 68 90 
Percentage -0.23% 0.19% -0.15% 0.11% 

_le-Goottl)'-Jein~ARO Adjustment (0.3) 0.2 (0.3) 0.2 
Regulatory Assets 149 113 363 227 
Percentage -0.20% 0.18% -0,08% 0,09% 

<1- - -1 Formatted: Left, Une spacing: single 
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+Rmhle--GeHfl:ty-Jeittt-ARO Adjustment 
Asset Retirement Obligations 
Percentage 

+Amale eeunty Jemt-Yse-ARO Adjustment 
Total Deferred Credits and Other Noncurrent Liabilities 
Percentage 

Qualitative Assessment 

Q~.5) 
49 

1-+.02-14% 

Q~.5) 
1,220 

-0.:W49% 

3.8 
54 

7.04% 

3.8 
1,256 

0.30% 

Q~.5) 
50 

1-+.00% 

Q~.5) 
1,244 

-0.04M% 

3.8 
55 

6.91% 

3.8 
1,286 

0.30% 

In Topic 1 - M, "Materialitt' the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first quarter difference not corrected prior to issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - No, there is no income statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - No, there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 
Response - No, there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

• Whether it has the effect of increasing managemenCs bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fraudulent transaction. 
Response - No. 

_ -1 Formatted: Highlight 
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COllclusioll 011 !Jfateriality Assessmellt 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. FOl'-I..,.G-&-g 
aoo KU, the error was greater than 5% on the Asset Retirement Obligations balance sheet line. 
However, the etTor was less than I % on the Deferred Credits and Other Noncurrent Liabilities 
balance sheet line. Management believes an investor would be morc likely to consider the 
Deferred Credits and Other Noncurrent Liabilities line when making investment decisions as 
opposed to considering the Asset Retirement Obligations line. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Asse-ssment 

Pel' the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting exists when the design 01' operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a propcrly designed control does not operate as 
designed, or when the person pcrforming the control does not possess the necessary 
authority or competence to perform the control eftectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

1 AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVERFLNANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007-005, May 24, 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit finns and William F. 
Messier, jr. Professor, Georgia State University, December 20, 2004 
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(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for \""hich LKE is providing a subsequent response. 

Considering the l)otential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
Anllual and interim finAncial statements? peAOB AS5 defines a significant deficiency as U a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation. Management believes that the deficiency in the operation of the 
controls should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASC 250~ IO~45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Forgot to copy you. 

From: Wiseman, Sara 

Wiseman, Sara 
Monday, October 03, 2011 6:05 PM 
Crescente, Angela 
FW: Trimble County 2 Joint Use ARO 10 3 11.docx 

Sent: Monday, October 03, 2011 6:05 PM 
To: Charnas, Shannon 
Subject: Trimble County 2 Joint Use ARO 10 3 l1.docx 

Trimble County 2 
Joint Use ARO ... 

Shannon: I've added in the new parts from the new template. I guess we need to talk about page 5 and 6. The 
adjustments on the individual companies (LGE and KU) are more than 5% each, but they offset. Should I be noting that 
somehow? Maybe I should put the LKE set of entries back in? I hate to say this, but I'm going to send you a meeting 
notice for 30 minutes on Tuesday to try to get this finished. 

Sara 

1 
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MEMORANDUM 

Date: October 3, 2011 

To: Valerie L. Scott, Controller 

From: Sara \Viseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crcscente, Accounting Analyst III, Property Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 
Erik Rander, Director, Shared Accounting Services 

O\'erview of Errol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should h~ve been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

+lie-reet eause sf tile errs!' was eue ts human errsro 

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retit'cment Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 201 I, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO.!.s were re-valued at November I, 201Q+ as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

LG&E KU Consolidated 

Beginning Balance ARO Liability (I) 7,589 7,589 

Reversal ofLG&E's ARO (7,589) (7,589) ~ - - -{ Formatted Table 

Establishment of new AROs 3,969 3,664 7,633 

January-August Accretion Activity 153 142 295 
(3,@J467 

Net September 20 II Activity (2) ) 3,664806 44339 

Ending Balance ARO Liability (I) + (2) 34,969122 3,664806 7,6:H928 

How Error 'Vas Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO repolis during account reconciliation 
preparation for period of August 20 I I. 

Controls Impacted 

This error is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

..- - - Formatted: Normal, Space Before: 5.55 pt, 
Une spacing: single [do we not have a control that states the AROs are reviewed at least quarterly? I think there 

needs to be some control listed here.] Cycle 40,0 I-Acquisitions. Disposals and Retirement. 
Control Activity #9 states 'aRO Review for Ar,;.qpisitions: Duri.!.1g !he AlP review process. ___ <: .. --1 Formatted: No underline 

Accounting Analysts review the projects to determine if the need for an ARO may exist. If the - - i Formatted: Font: TImes New Roman, 12 pt 
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project is identified as having the potential to require an ARO, a copy orille AlP is forwarded to 
the Accounting Analyst in charge of ARO accounting for further action. The Accounting 
Analyst in charge of ARO accounting reviews the AlP and if appropriate. contacts the Legal and 
Environmental personnel who will make the final determination or tile need to establish an ARO 
based upon review of existing legal documents including laws. statutes. contracts. permits. 
certificates of need. right of way agreements and environmental regulations,!! This c~ntrol was _, _ -1 formatted: Foot: Times New Roman, 12 pt 

in place and functioning. However, due to the unique situation that resulted from the transfer of 
these AROs from LG&E to KU. this control did not prevent the error. N&e;iistiHg eantrels v/ere 
-impaetea. In aft effer! te {3revent this errar H'en-j seel;lrfing in the furure, Prsperty Aeesl;lRtiftg 
\.~H illl{31ernont a now preeess, The Sc~tember 2M) HR611cial close ... AIl be the implemcnffitien 
date efthis flew precess. The Accounting Analyst resfjaflSieie far the ARO aeeaunt 
reeeneiliatisns will Begin running refJarts actailing any flew asset activity in aeeeH:flt--2.M-
ReguJatary LiaBility ARO en a manthly basis. This aeeauBt caRtains the aceullutlateEi cast af 
remsvab'salvage an the underlying "parent" assets '.vhich give rise ta the ARO liaBility. The 
Aewunting Analyst will in-vestigate any new ar uBe1:fleeteEi aetivity in this aeeeunt ta aseertain 
wflether the ass6ciatcal .. RO liability has been estaelished. The Acc(;r:.-1flting Analyst will 
immediately aaEiress any issues ar {3ra13lems. The Aeeal:mting Analyst will sign efr DB this reflsrt 
ana keefl it with the :rnenth-ly--aeeeUflt-reffinciiiatisns:., ______________________________ ~ -1 Formatted: Not Highlight 

Action Plan 

In an eflbrt to prevent this error from occurring in the future. Property Accounting will 
implement a new process. The September 20 II financial close will be the implementation date 
ofthis new process. The Accounting Analyst responsible for the ARO account reconciliations 
will begin running repotts detailing any new asset activity in account 254-Regulatory Liability­
ARO on a monthly basis. This account contains the accumulated cost ofremovut/salvage 011 the 
underlying "parent" assets which give rise to the ARO liability. The Accounting Analyst will 
investigate any new or unexpected activity in this account to ascetiain whether the associated 
ARO liability has been established. The Accounting Analyst will immediately address any 
issues or problems. The Accounting Analyst will sign off on this report and keep it with the 
monthly account reconciliations . 

. Materiality Assessment 

Year/Quarter Ql Q2 Q3 Q4 
2011 X X 
2010 
2009 

.- - - -{ Formatted: Normal, Left, Line spacIng: single ) 
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Quantitative Assessment ~- Adjustment to Amollnts Revorted 011 Finallcial Statements 
rooo'S)AtijusHnent ta Am9unts--Rep1H'ied-01l FinAnciAl Stntemellts US GAAP (gO()!s.) 

Fin S1m! Une Item Company 

Regulated Utility Plant LG&E 
Accumulated Depreciation LG&E 
Regulatory Assets LG&E 
Asset Retirement Obligations LG&E 

Regulated Utility Plant KU 
Accumulated Depreciation KU 
Regulatory Assets KU 
Asset Retirement Obligations KU 

6ME 06/30/11 
Debit Credit 

3092286 
11+5@ 

2+096 
~34!l7@ 3~ 

3664 
10@5 

2487 
~3,806 

40-...,:. ~ -1 Formatted Table 

+-:.::..., , ' 
~ , , , , 
~ , , , 
" ' , 

Formatted: RIght 

Formatted: RIght 

Formatted: RIght 

Formatted: RIght, Indent: Left: O~, First line: 
0" 

Formatted Table 

Formatted: Right 

Formatted: RIght, Indent: Left: O~, First line: 
O· 

In this situation, a waived adjustment was not--entcrcd into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment 
was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 

, , , , , , , Formatted: Right, Indent: Left: 0", First line: 
O· 

Formatted: RIght, Indent: Left: 0", first line: 
O· 

Qualitative Assessmellt 

In Topic I - M. "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples. with 
responses in the context of the first quarter difference not corrected prior to issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 

An estimate. 

• Whether it masks a change in earnings 01' other trends. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 

• Whether it changes a loss into income or vice versa. 

Formatted: Indent: Left: 0.25", Hanging: 
0.5", Bulleted + Level: 1 + Aligned at: 0.25" + 
Tab after: OS + Indent at: OS 

...-.- - - Formatted: Indent: Left: 0.25", Hanging: 
0.5", Bulleted + Level: 1 + Aligned at: 0.25" + 
Tab after: OS' + Indent at: 0.5~ 

Formatted: Indent: left: 0.25", Hanging: 
0.5", Bul!eted + level: 1 + Aligned at: 0.25" + 
Tab after: OS' + Indent at: OS' 

...-.- - - Formatted: Indent: Left: 0.25", Hanging: 
0.5", Bu!leted + Level: 1 + Aligned at: 0.25" + 
Tab after: 0.5" + Indent at: OS 
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• \Vhether it affects compliance with regulatory requirements. 

• Whether it affects compliance with loan covenants or other contractual requirements. 

• Whether it has the effect of increasing management's bonuses or other compensation. 

• Whether it involves concealment of an unlawful or fraudulent transaction. 

COIlc/lIsiOIl 011 JfaterialiD' Assessment 

Management has concluded. based on both the quantitative and qualitative assessments, this 
errOl' ~ material to the financial statements. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

+- - - Formatted: Indent: left: 0.25", Hanging: 
OS, Butleted + Level: 1 + Aligned at: 0,25~ + 
Tab after: OS + Indent at: 0.5" 

<t- - - Formatted: Indent: left: O.25~, Hanging: 
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Tab after: 0.5" + Indent at: 0.5" 
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Per the Public Company Accounting Oversight Board (peAOB) Audit Standard No. Sll\A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions. to prevent or detcct misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control obiective is +--- - -

missing or (b) an existing control is not properly designed so that. even if the control 
operates as designed. the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed. or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively. " 

The SOX guidance. A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following Question. for which LKE is providing a subsequent response. 

Considering the potential magnitude. and any mitigating controls. would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB ASS defines a significant deficiency as Ila 
deficiency. or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness. yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 

Disclosure 

1 AUDITING $T ANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAl STATEMENTS PCAOB Release No. 2007-0OS May 24 2007 

1 A Framework for Evaluating Control Exceptions and Deficiencies. Version 3 A collabomtion of 9 audit (inns and William F 

Messier ir. Professor Georgia State University Decem~r 20 2004 
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Pcr FASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation. 
Materiality Determination for Correction of an Error. paragraph 45-27 - IIIn determining 
materiality for the purpose of reporting the correction of an error. amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year 01" to the trend of earnings shall be separately disclosed in the 
interim period." 

Conclusion 

Management has concluded the error ~l a §lgIllIr~~lID!tlIRl!f~~1fn~ and 
[~'llllrnlI bc disclosed in the financial statements. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Trimble County 2 
Joint Use ARG ... 

Wiseman, Sara 
Monday, October 03, 2011 4:54 PM 
Charnas, Shannon 
Crescente, Angela 
Trimble County 2 Joint Use ARO 10 3 11.docx 

Shannon: Here is the memo with the journal entry numbers. 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 334 of 1014 
Charnas



MEMORANDUM 

Date: October 3,2011 

To: Valerie L. Scott, Controller 

From: Sara \Viseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescentc, Accounting Analyst III, Property Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 
Erik Randel', Director, Shared Accounting Services 

Overview of Enol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint usc assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 20 II and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

This error caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 2011, LG&E'g entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be .. e-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO!s were re-valued at November 1, 2011 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

LG&E KU Consolidated 
Beginning Balance ARO Liability (1) 7,589 7,589 

ReversalofLG&E'sARO (7,589) (7,589) +- - - -{ Formatted Table 

Establishment of new AROs 3,969 3,664 7,633 
January-August Accretion Activity 153 142 ~ 

(3,62ll467 
Net September 2011 Activity (2) ) 3,664806 44339 

Ending Balance ARO Liability (1)+(2) ;>4,969122 3,664806 7,~928 

How Enol' 'Vas Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This errol' is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

[do we not have a control that states the AROs are reviewed at least quartcrly? I think there 
needs to be some control listed here.1 Cycle 40.0 I-Acquisitions. DisQosals and Retirement. 

Formatted: Normal, Space Before: 5.55 pt, 
line spacing: sIngle 

Control Activity #9 statcs.....'t1R.9 Review for Acqpjsitions: pllrin~ the ALP review process.;. _____ <: _ .. ~Fo~r;;;m;;;att"e;;;d,,';;;N;;;o;;;unde=r;;;line~~~~~~~ 
Accounting Analysts review the projects to determine if the need for an ARO may exist. If the - Formatted: Foot: limes New Roman, 12 pt 
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project is identified as having the potential to require an ARG. a copy of tile AlP is forwarded to 
the Accounting Analyst in charge of ARO accounting for further action. The Accounting 
Analyst in charge of ARO accounting reviews the AlP and if appropriate. contacts the Legal and 
Environmental personnel who will make the final determination of the need to establish an ARO 
based upon review of existing legal documents including laws, statutes. contracts. permits. 
certificates of need. right of way agreements and environmentall'cguiations.". This control was ____ -1 Formatted: Font: TImes New Roman, 12 pt 

in place and functioning. However, due to the unique situation that resulted from the transfer of 
these AROs from LG&E to KU. this control did not prevent the error . .t.... __________________ .- .- -{ Formatted: Font color: BIad<, English (U.s.) 

l'Je e:.:istiHg-eentfflis were imfjaetea. In an effort to prevent this error from OCCUlTing in the 
future, Property Accounting will implement a new process. The September 2011 financial close 
will be the implementation date of this new process. The Accounting Analyst responsible for the 
ARO account reconciliations will begin running repOlis detailing any new asset activity in 
account 254~Regulatory Liability-ARO on a monthly basis. This account contains the 
accumulated cost of rem ova lisa Iv age on the underlying "parent" assets which give rise to the 
ARO liability. The Accounting Analyst will investigate any new or unexpected activity in this 
account to asceliain whether the associated ARO liability has been established. The Accounting 
Analyst will immediately address any issues or problems. The Accounting Analyst will sign off 
on this report and keep it with the monthly account reconciliations. 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X X 
2010 
2009 

Adjustment to Amounts Repol'ted on Financial Statements - US GAAP (OOO's) 

6ME 06/30111 
Fin Stmt Line Item Company __ "D"eb",i"t __ -,C",r",e"d,,-it 

Regulated Utility Plant LG&E 3,_286 
Accumulated Depreciation LG&E 111'5. 
Regulatory Assets LG&E 27096 
Asset Retirement Obligations LG&E 4,46!3 467. ~ 

Regulated Utility Plant KU :lJlful 
Accumulated Depreciation KU 10.5 
R<:gUlatory Assets KU 2487 
Asset Retirement Obligations KU ~3806 

------
~ , , , 
~ , , , , , 

In this situation, a waived adjustment was not~entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 

, 

FOrmatted Table 

Formatted: Right 

Formatted: Right 

FOrmatted: Right 

Formatted: Right, Indent: Left: O~, FIrst line: 
O· 

- Formatted Table 

FOrmatted: Right 

Formatted: Right, Indent: Left: O~, FIrst line: 
O· 

Formatted: Right, Indent: Left: O~, First line: 
O· 

Formatted: Right, Indent: Left: O~, First line: 
O· 
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when the above entry was recorded in September 2011 on the general ledger. The adjustment 
was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 
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Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Monday, October 03, 2011 11 :02 AM 
Charnas, Shannon 

Cc: Crescente, Angela 

40.01 - T rimbl. County 2 
Acquisitions Dis ... Joint Us. ARO ... 

Shannon: I've updated the memo based on our conversation this morning. I left all of you changes tracked and added 
my own. Also, I'm attaching the Sox narrative with the changes tracked. 

ScwwW~ 

/vj~, Propevty ACCOUt'\t"'~ 
c9~502.627.3189 
Cw502.338.0886 

1 
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PPL companies 
Cycle: 
Transaction: 
Transaction Owner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.01- Acquisitions, Disposals and Retirement 
Manager, Property Accounting 
Director, Accounting and Regulatory Reporting 
LG&E, KU, LKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
completely and accurately. 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed. 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting in 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the financial statements. 
Additions to or disposals of fixed assets may be recorded at the wrong amounts. 

4 Additions to or disposals of fixed assets recorded in PowerPlant may not be transferred to the 
general ledger completely or accurately. 

5 Additions to or disposals of fixed assets may not be recorded in the proper accounting period. 

6 Asset retirement obligations (AROs) may not be identified and recorded accurateJy or completely. 
7 Gains/losses on disposals of assets may not be calculated correctly. 

8 Spreadsheet risk - a standard risk will be written by S·OX Compliance 

9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 

Authorization for acquisitions and disposals: Authorizations for Investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority Limit Matrix and the Corporate Capital Policy. 

#2 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 
Chanqe of specifications: A revised AlP must be submitted by the" project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 
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#3 I Key I Risk: 2,5 I Quarterly I Semi-Automated I Preventive I C, A, V 
Activated casts far canstructian/cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
identifying capital and cost of removal projects which are in "open" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of business budget coordinator with a 
request to update the project with either "in-service" or "completion" dates or verify that the project is 
still active. 

#4 I Key I Risk: 2,5 I Monthly I Semi-Automated I Detective I C, A, V 
Capitalization/Retirement eligible projects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are in "completed" or "closed" status with no 
activity for 90 days or more. The purpose of this report is to identify projects eligible for 
capitalization/retirement. 

#5 I Key I Risk: 3 I Daily L Semi-Automated I Detective I C, A, V 
Capitalization/Disposals of fixed assets: After the Accounting Analyst creates the as-builts in PowerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidelines, etc.) by the designated Accounting Analyst. 

#6 I Key I Risk: 3 I Event -driven I Manual I Preventive I C, A, V 
Work Order Analvsis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted 
on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the finanCial statements. 

#7 II(ey I Risk: 4,5,7 I Monthly I Manual I Preventive I C, A 
Closing Checklist: During the closing process, the PowerPlant Application Access Reviewer uses a closing 
checklist saved on the Property Accounting Shared Drive (propacct on 'fs2':\Closing\Closing Reports\PP 
Closing Checklist) to ensure that all steps are completed. 

#8 I Key I Risk: 4,5 I Monthly I Semi-Automated I Detective I C, A 
Period closing activities: To verify the accuracy and completeness of the data, monthly the PowerPlant 
Application Access Reviewer reconciles all addition and retirement postings in the general ledger to 
control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). 

#9 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARO Review for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to require 
an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO accounting for 
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further action. The Accounting Analyst in charge of ARO accounting reviews the AlP and if appropriate, 
contacts the Legal and Environmental personnel who will make the final determination of the need to 
establish an ARO based upon review of existing legal documents including laws, statutes, contracts, 
permits, certificates of need, right of way agreements and environmental regulations. 

#10 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARO Review for Disposals: If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must ensure that the cost of removal is being properly accounted for. The Accounting Analyst in charge 
of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper accounting is 
associated with the project's set up in Oracle and makes corrections as necessary. 

Risk: 8 Ongoing Manual Preventive C, A, V, R 
Spreadsheet Controls: Reference control activity number 1 on 80.10 - GenerallCFR 

#12 I Key I Risk: 9 I Quarterly I Manual I Preventive I R 
Restricted Access to Network Shared Drives: Reference control activity number 2 on 80.10 - General 
ICFR 

Process Description: 

A mUlti-year Capital Investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to inform senior management of future capital-spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of LG&E and KU Energy LLC, including the Chief Financial Officer (CFO), Chief Executive Officer (CEO), 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the multi-year Capital Investment Plan, each OBU will review 
all current-year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be in process at year-end, but not complete, it must be included in the following year's 
multi-year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified in the budgeting process, they are still subject to the 
Authority Limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the Investment Committee must approve all projects greater than $1 million to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority Limit Matrix and the Corporate Capital Policy. rCA 11 Projects are not 
considered approved until appropriate approvals are obtained. 
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The AlP is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Policy details the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. leA 2] When it 
is apparent that the amount approved on the original AlP will be insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts in Property Accounting are notified via email as projects are ready for approval. 
The AlP information is used to help the Accounting Analysts evaluate if an AlP is in compliance with the 
Corporate Capital Policy guidelines. If it is incomplete or does not comply with the Capital Policy 
guidelines, the Accounting Analyst will reject the AlP and it will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO associated with the retirement of 
an asset. If there is no ARO qualification for the retirement of an asset and the capital/cost of removal 
expenditure total matches the amount stated in the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst in 
charge of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper 
accounting is associated with the project's setup in PowerPlant and makes corrections as necessary. 
leA 10] The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage information, are available to all employees via the company 
intranet. 

Some capital asset additions necessitate the creation of an ARO if there is a legal or environmental 
obligation to remove the asset or dispose of it in a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine if the need for an ARO may exist. If 
the project is identified as having the potential to require an ARO, a copy of the AlP is forwarded to the 
Accounting Analyst in charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the Legal and Environmental personnel 
who will make the final determination of the need to establish an ARO based upon review of existing 
legal documents including laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations. leA 9] 

On a quarterly basis, Property Accounting will distribute ARO questionnaires and receive replies from 
Legal, Environmental and the Budget Managers for each operating line of business regarding any 
revisions of or additions to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARO is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel (operating units, Legal, Environmental, etc.) and the present value 
of the future retirement obligation is calculated in accordance with guidelines under FASB Accounting 
Standards Codification (ASq Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB Interpretation No. 47). 

Each month, the Accounting Analyst in charge of ARO accounting reviews the charges incurred for the 
ARO cost of removal for reasonableness, and if necessary, follows up with field personnel with 
questions. - Additionally, the Accounting Analyst will review reports for account 254-Regulatory 
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LiabilitY-ARO for any new ARO asset activity. This account contains the accumulated cost of 
removal/salvage on the underlying "parent" assets which give rise to the ARO liability. Any new or 
unexpected activity in this account will be investigated by the Analyst to ascertain whether the 
associated ARO liability has been established. Any issues or problems will be addressed. 

Occasionally, due to business needs such as equipment failures and emergencies, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one of following approvals must be received: 

1) Property Accounting must receive email approval from the highest level of Lines of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
unbudgeted project, approval from Financial Planning will be required for the early activation, as 
indicated in the Corporate Capital Policy. The approval request email should include the following 
information: i) Project Number; i1) Project Description; iii) Total Project amount; iv) Name ofthe 
individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
unbudgeted spending. 

Or 

2) In the event the project has been previously approved by the Investment Committee, the above 
email from the highest LOB authority would not be required. Instead, verification from the Financial 
Planning Department that the project had indeed been approved by the Investment Committee would 
be sufficient approval. 

Additionally, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project in order for the project to be 
moved to "open" status in PowerPlant. Within 10 business days of the early activation, the AlP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department will maintain a log of Early Activated projects, and copies of the 
email approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated in capital and retirement projects as a result of manual journal entries and 
automated accounts payable, inventory and labor transactions. Burdens are automatically included as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
Narratives for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission {FERC}. 

To ensure timely capitalization and retirement of projects, a report is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis identifying capital and cost of removal projects which 
are in "open" or "in-service" status but having no activity for 90 days or more. This report is sent to 
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every line of business budget coordinator with a request to update the project with either "in-service" 
or "completion" dates or verify that the project is still active. ICA 3] If the project is complete, the 
Property Accounting Department will capitalize it or process a retirement in a timely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report called the "Job Log" 
identifying all capital projects, which are in "completed" or "closed" status with no activity for 90 days or 
more. The purpose of this report is to identify projects eligible for capitalization/retirement. ICA 4] The 
report is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job Logs\Current Year Job Logs\Current Month Year\Company Job Log - Month Year). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. ICA 6] The capitalization process 
includes the following: 

• Review AlP. 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs. Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process includes the following: 

• Review AlP and the associated retirement/salvage information. 

• Review project removal charges in the Cost Repository Report - Actual Cost (RWIP). 

Transaction processing is accomplished in PowerPlant with a combination of manual and automated 
processes as documented in the PowerPlant User Guides maintained in PowerPlant. The Accounting 
Analyst creates manual as-builts, in PowerPlant for all non-mass property. Mass property such as utility 
poles, crossarms etc., are unitized through an automated as-built process. In both processes, costs 
charged to capital projects are distributed automatically by the system based on units of property, 
established by the Accounting Analyst in the case of manual as-builts and those established from 
inventory transactions in the case of automated as-builts. The Property Accounting Analyst again 
verifies the segmentation is correct and assigns the asset to a segmented plant account pursuant to 
FERC regulations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-builts and those established from inventory transactions in the case of automated as­
builts. 
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Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System. 

Partial retirements are made from an existing asset. When a retirement asset is a component of an 
existing asset, the Handy Whitman Index is used to determine retired costs. Through reverse 
interpolation, the factors in this index calculate historical retirement amounts based on current 
spending. Handy Whitman indexes are received bi-annually from the vendor and are uploaded into the 
PowerPlant system. These system updates are checked as part of the monthly closing process. 

In order to prevent incorrect data from being entered, PowerPlant validation rules prevent the analyst 
from choosing invalid units of property, plant accounts and business segment combinations. An error 
message is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including in service dates, 
tax districts, locations, units of property, etc. PowerPlant does not allow the posting of assets with 
incomplete data fields. 

After the Accounting Analyst creates the as-builts in PowerPlant and performs the process "Send to 
CPR", the work is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. rCA 5] 
After the review and approval process is completed, relevant data including project number, amount 
added or retired, cost of removal, salvage amount, and the analyst's initials are entered into the 
PowerPlant Classification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'fs2':\POWER PLANT CLASSIFICATION\Current Year Class\ASBUILTS-INPUT-MONTH YEAR). The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the closing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period. The PowerPlant Application Access Reviewer then runs the 
PowerPlant processes to post all acquisitions for assets and retirements. In order to ensure that 
potential large dollar retirements are processed, the PowerPlant Application Access Reviewer will 
review quarterly any projects that are in service, but not unitized and have potential retirements. 
Preliminary retirement information will be added to the workorder in PowerPlant for projects where a 
preliminary retirement is required. To verify the accuracy and completeness of the data, monthly the 
PowerPlant Application Access Reviewer reconciles all addition and retirement postings in the general 
ledger to control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). rCA 8] Discrepancies are 
investigated and cleared as discovered. Once all totals are reconciled, the PowerPlant Application 
Access Reviewer runs the depreciation calculations. PowerPlant automatically generates entries for 
gains and losses on non-mass property which are then checked for correctness by the PowerPlant 
Application Access Reviewer. The monthly reconciliation and closing process is then completed. 
Procedures are documented in the "Property Accounting Monthly Closing Procedures". These 
procedures are maintained by the PowerPlant Access Reviewer to ensure accurate monthly financial 
closing. The PowerPlant Application Access Reviewer maintains all supporting documentation in binders 
stored in the Property Accounting Department. During the closing process, the PowerPlant Application 
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Access Reviewer uses a closing checklist saved on the Property Accounting Shared Drive (propacct on 
'fs2':\Closing\Closing Reports\PP Closing Checklist) to ensure that all steps are completed. rCA 7) 

Each month, an Accounting Analyst reconciles the account balances between PowerPlant and the 
General Ledger to ensure the Subsidiary Ledger and the General Ledger are in balance. Reference CA 117 
in the 80.05 - Closing and Account Reconciliation Narrative. 

On a quarterly basis, the Power Plant Application Access Reviewer reviews a list of PowerPlant users 
assigned to a Property Accounting Security Group to ensure that there are no unauthorized users. 
Based upon review results, security groups can be reassigned or individuals can be deleted from a group 
or groups. Reference CA #1 in the 40.03 - PowerPlant Application Security Narrative. 

Relevant spreadsheets have been identified and assessed regarding use (Analytical, Financial, and 
Operational) and complexity (High, Medium, and Low). The necessary level of controls over 
spreadsheets is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the Comprehensive Spreadsheet Policy. Sarbanes-Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its SharePoint site. rCA 11) 

Access to the Company's network shared drives that contain financial data is restricted. A quarterly 
review of access rights to the network shared drives is performed to ensure that access is restricted to 
only users with a valid business need. rCA 12) 

Information Processing Objectives (CAVR) 

Completeness: All transactions that occur are processed once and only once; duplicate entries are 
identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracv: Transactions are recorded at the correct amount in the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 

Validity: Only authorized economic events that actually occurred and relate to LG&E and KU Energy LLC 
and its' subsidiaries are recorded. 

Restricted Access: Data Is protected against unauthorized amendments and access to confidential data 
and physical assets are appropriately restricted to authorized personnel. 
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MEMORANDUM 

Date: October 3, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst Ill, Propel1y Accounting 

Trimble County 2 Joint Use Asset Retirement Obligations 

Shannon Charnas, Director, Accounting & Regulatory RepOiting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes~Oxlcy Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 
Erik Randel', Director, Shared Accounting Services 

Overview of Enol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint lise assets used at Trimble County Unit 2 ere 2). TC 2 became operational in 
Janu",)' 20 II and it was at that time that the related AROs needed to be established. 

KU and Louisville Gas and Electric Company (LG&E) own the joint use assets under review. 
An ARO had been appropriately established on LG&E's financial records for these assets. 
However, at the time when TC 2 became operational (January 2011), LG&E's ARO liability 
should have been reduced by KU's ownership share and a corresponding liability should have 
been established on KU's financial records. 

The--reet-eause ef the CITeI' VI'tls;;itte-t-e-Httffifm-effef; 

This errol' caused the following misstatements on KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Understated 
Understated 
Understated 
Understated 

This error caused the following misstatements on LG&E's financial statements: 
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Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

Overstated 
Overstated 
Overstated 
Overstated 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&£'s financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum afthe new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the ARO!s were re-valued at November 1,2011 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability (in millions $): 

Begitming Balance ARO Liability 

Reversal ofLG&E's ARO 

Establishment of new AROs 

Net September 20 II Activity 

Ending Balance ARO Liability 

How Erl'ol' 'Vas Identified 

(I) 

(2) 

(1)+(2) 

LG&E 

7,589 

(7,589) 

3,969 

(3,620) 

3,969 

3,664 

3,664 

3,664 

Consolidated 

7,589 

(7,589) 

7,633 

44 

7,633 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

Controls Impacted 

This error is determined to be an observation as the errors only resulted in Balance Sheet 
reclassifications. 

[do we not have a control that states the AROs are reviewed at least quarterly? I think there 
needs to be some control listed here.l Cycle 40.0 I-Acquisitions. Disposals and Retirement. 

--- Formatted: NOflll<ll, Space Before: 5.55 pt, 
Line spacing: single 

Control Activity #9 states"':ifRO lieview for Acql'isifiol~S~ During the AlP re,::i~,::,' _orocess. ___ < _ ... ~F~o::;'m=";::ted::::: ::NO::.U:::nde=rl:::;n;;;e~ ___ ~~~~~ 
Accounting Analysts review the projects to determine if the need for an AltO may exist. If the Formatted: Font: TImes New Rormn, 12 pt 

project is identified as having the potential to require an ARO. a copy of the AlP is forwarded to 
the Accounting Analyst in chnrge of ARO accounting foI' further action. The Accounting 
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Analyst in charge of ARO accounting reviews the AlP and if appropriate. contacts the Legal and 
Environmental personnel who will make the final determination of the need to establish an ARO 
based upon review of existing legal documents including laws, statutes. contracts. permits. 
certificates of need. right of way agreements and environmental regulations." ... This control was ____ -1 Formatted: Font: TImes New Roman, 12 pt 
in place and functioning. However. due to the unique situation that resulted from the transfer of 
these AROs from LG&E to KU. this control did not prevent the error . .L __________________ ...... { Formatted: Font color: Black, English (U.s.) 

1'19 eidsting esntrels were impaete&.--In an effort to prevent this error from occurring in the 
future, Prope11y Accounting will implement a new process. The September 2011 financial close 
will be the implementation datc of this new process. The Accounting Analyst responsible for the 
ARO account reconciliations will begin running reports detailing any new asset activity in 
account 254-Regulatory Liability-ARO on a monthly basis. This account contains the 
accumulated cost ofl'emoval/salvagc on the underlying lIparenf' assets which give rise to the 
ARO liability. The Accounting Analyst will investigate any new or unexpected activity in this 
account to ascertain whether the associated ARO liability has been established. The Accounting 
Analyst will immediately address any issues or problems. The Accounting Analyst will sign oft' 
on this report and keep it with the monthly account reconciliations. 

Pcriods Impacted (including quarter correction booked) 

Year/Quarter 01 Q2 Q3 04 
2011 X X 
2010 
2009 

Adjustmcnt to Amounts Reported on Financial Statements - US GAAP (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company __ ",O",eb",i,,-t __ -,C",r",e"dlLit 

Regulated Utility Plant LG&E 

Accumulated Depreciation LG&E 

Regulatory Assets LG&E 

Asset Retirement Obligations LG&E 3,620 

Regulated UtilitY Plant KU 
Accumulated Depreciation KU 
Regulatory Assets KU 
Asset Retirement Obligations KU 3,664 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustment 
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was discovered in September, which was too late to be included in the June 2011 waived 
adjustment file. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

ARO (Te2 Joint 
Use .nd Gas T r .... 

Wiseman, Sara 
Monday, October 24, 2011 3:22 PM 
Charnas, Shannon 
Crescente, Angela 
ARO (TC2 Joint Use and Gas Trans) 10-7-11 clean - EY comments.docx 

Shannon: Please review. I think we have made all of the changes we discussed. Angela will forward the support on 
Tuesday. 

1 
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MEMORANDUM 

Date: October 5,2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst HI, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulato!), Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview orEI'm!' 

During September 2011, it was discovered that asset retirement obligations CAROs) should have 
been previously established on the financial records of Kentucky Utilities Companies CKU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
Januat)' 2011 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quatter of201l, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted il12005, however, the amount reported was 
not identified as transmission or distl'ibution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Unde"tated 
Understated 
Understated 

.- _ -1 Fonnatted: Tab stops: 1.85~, Left J 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs wilt be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is main-I; 
primarily due to the difference in the January discount rate used to establish the new AROs vs. 
the discount rate used when the AROs were re-valued at November 1) 2010 as pmt ofthe PPL 
acquisition. The table below illustrates the entries being made to the ARO liability for Te2 (in 
thousands $): 

ILG&E KU Consolidated 1 ____ -

Beginning Balance ARO Liability~ _____ (lL ___ }25§2 ______ : ________ Z,~~9. _____ _ 
Comment [MG1]: Was there any aCCfetion 
dIKIng 2011 that Will be reversed or Is $7,589 
net? 

Formatted: Superscript 

Reversal ofLG&E's ARO~ ________________ (725J?L ____________ J7,.5§9) ___ " ___ - 'o,matted: SU"""ript 

Establishment of new AROs < 3,969 3,664 7,633 

January-August Accretion Activity 153 142 295 

Net September 2011 Activity (2) (3,467) 3,806 339 

Ending Balance ARO Liability (1)+(2) 4,122 3,806 7,928 

~ATrhis amount Lnclud~s accretiOl! since the liability was originally recorde4. 
- - - - - - - - - - - - -(,~ ~ 

A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 totaling $3.9 million. 

How Error "'as Identified 

,­, , 
, 

Formatted: Font: Times New Roman, 12 pt, 
Superscript 

Formatted: Font: Times New Roman, 12 pt, 
Not SuperscripV SUbscript 

FOrmatted: Font: TImes New Roman, 12 pt, 
Not Superscript! Subscript 

~n Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports dudng account reconciliation 
preparation for period of August2011L ______________________________________ ~ ... -1 Comment [MG2]: WtrJnot Idenlifled earlier? 

An Accounting Analyst reviews the ARO sub ledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discllssed the cash settlement payments made 
with field personnel. 1t was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quarterly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. In the second quarter of20 1 I, procedures relating to the ARO review were 
updated and a quauedy questionnaire was provided to field personnel to identify further issues 
that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
further to ensure a detailed review orthe AROs would be done every three years even ifthere 
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was no triggering event. The implementation of the questionnaire prompted questions from field 
personnel and resulted in further discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

The errors arc determined to be deficiencies as the errors were the result of controls that were 
not operating effectively and were not able to identify the misstatements, 

Cycle 40.0 l-Acquisitions, Disposals and Retirement, Control Activity #9 states HARD Review 
tOr Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Anal),st in charge of ARO 
accounting for fmther action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, certificates ofueed, right ofwuy agreements and 
environmental regulations." This control wus in place and :fimctioning. However, due to the 
unique situation that resulted from the transfer of these AROs from LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of rem ova Usa Iv age on the underlying Hparent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this repOlt and keep it with the monthly account 
reconciliations. 

In an eff0l1 to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 

Attachment to Response to KU AG-1 Question No. 201 
Page 355 of 1014 
Charnas



October 5, 20 II 
Page 4 
Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

training will be an opportunity to explain the importance ofncting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periods Impacted (including quarter correction booked) 

YeR11QURI'tCl' _QI Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

QUfllltitatt've Assessment ~- Adjustment to Amounts Reported all FilUlIlcial Statements (OOO's) 

6ME 06130/11 
Fin StOlt Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU lOS 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was con'ected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 
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Formatted Table 
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Qualitative Assessment 'h - - i Formatted: Not Different first page header 

In Topic I - M, 'IMateriality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable itemfcalculation or an estimate. 

• 

Response - The asset retirement obligations a1'e based on estimates. 

Whether it masks a change in earnings or other trends. 
Response -~ere is no income statement impacq!,s the Jlnancjal statement impact __ ... .­
of AROs is income statement neutml. 

Comment [MGll]: Consider expanding 
response to explaio why there Is no Income 
statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - NEr,-t[here is no income statement impacti as the financial s!atem~nt _____ --1 Comment [MG12]: See previous comment 

impact of AROs is income statement neutral. 

• Whether it changes a loss into income or vice versa. 
Response - Ne,-t[here is no income statement impacU a~ the financial statement ______ --1 Comment [MG13]: See previous comment. 

impact of AROs is income statement neutral. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbaugh. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fl'audulent transaction. 
Response - No. 

Cone/usion oJlllfateriality Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line. However, the 
error was less than 1 % on the Total Deferred Credits and Other Noncurrent Liabilities balance 
sheet line. 
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NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Per the Public Compftlly Accounting Oversight Board CPCAOB) Audit Standard No.5' "A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a controlllccessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a proped)' designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB ASS defines a significant deficienc), as "a 
deficienc)" or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting.!! 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 

I AUDlTING ST ANOARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINMTCIAL STATEMENTS, PCAOB Release No. 2007-005, May 24. 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit firms and William F. 
Messier. jr. Professor, Georgia State University, Ikcelllber 20, 2004 
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The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASe 250-10-45 Accounting Changes and Error COll'ections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - HIn determining 
materiality for the purpose of reporting the correction of an errol', amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 

Attachment to Response to KU AG-1 Question No. 201 
Page 360 of 1014 
Charnas
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Left: 0.5", Right: 0.5" 

I Page 5: [2] Formatted Table Karen Daly 10/24/2011 2:53:00 PM 

Formatted Table 

I Page 5: [3] Comment [MG3] Maggie Garrison 10/24/201110:43:00 AM 

Consider adding information about impact to prior years/periods. Impact on 3131111 of gas transmission is 
reduced by the overstatement of Trimble Country. If prior period are presented (Le. 12/31/2010), would 
impact of gas transmission ARO error be material? 

I Page 5: [4] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 5: [5] Comment [MG4] Maggie Garrison 10/24/201110:40:00 AM 

Should adjustments in the line items be combined with those on the following page to show combined 

total impact on the Regulatory Assets line item? 
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Percentage Impact on FIS Line 
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Has this been included blc ARO is not a separate line items in the F/S? Consider adding a footnote to 
explain why both account/line items are included. 

I Page 5: [28] Formatted Sara Wiseman 10/24120111:46:00 PM 

Superscript 

I Page 5: [29] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 5: [30] Comment [MG10] Maggie Garrison 10/24/20111:33:00 PM 

Consider updating headings as follows: 

Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on FIS Line 

I Page 5: [31] Formatted Table Debbie Hilbert 10/24/20112:06:00 PM 

Formatted Table 

I Page 5: [32] Formatted Sara Wiseman 10/24/20111:46:00 PM 

Superscript 

Attachment to Response to KU AG-1 Question No. 201 
Page 364 of 1014 
Charnas



Crescente. Angela 

From: Wiseman, Sara 
Sent: 
To: 

Monday, October 24, 201111:10AM 
Crescente, Angela 

Subject: FW: Error assessment memo 
Attachments: ARO (TC2 Joint Use and Gas Trans) 10-7-11 clean - EY comments.docx 

Importance: High 

From: Charnas, Shannon 
sent: Monday, October 24, 201110:59 AM 
To: Wiseman, Sara 
Subject: FW: Error assessment memo 
Importance: High 

Sara -

Could you have someone take a first pass at addressing these. Some are straight forward, we may want to discuss a few 
of them. As usual with these, the sooner the better. 

Maggie also sent the following note: 
Hi Shannon-

In my previous email, I forgot to ask if you could please provide support for the ARO adjustments discussed in the error 
assessment memo. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E and KU 
(502) 627-4978 

From: Maggie.Garrison@ey.com (mailto:Maggfe.Garrison@ey.coml 
Sent: Monday, October 24, 2011 10:49 AM 
To: Charnas, Shannon 
Cc: Jennifer.Beneke@ey.com 
Subject: RE: Error assessment memo 

Shannon -

Please see the attached Word file below with our embedded comments on the ARO error assessment memo. If you have 
any questions, please each out to me and we can discuss. 

Thank you, 
Maggie 

1\ \111 ' 
§JJ ERNST & YOUNG 

Maggie Garrison I Manager I Assurance Services 
Ernst & Young 

400 West Market Street, Suite 2400, Louisville, KY 40202, USA 
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Office: +1-502-585-66171 Fax: +1-866-385-4284 

Cell: +1-502-494-2210 

Website: www.ey.com 
Thank you for considering the environmental impact of printing amaits. 

From: "Charnas, Shannon" <Shannon.Charnas@lge·ku.com> 
To: "'Jennifer.Beneke@ey.com'" <Jennifer.Beneke@ey.com>, HOMaggle.Garrison@ey.com'"<Maggie.Garrison@ey.com> 
Cc: "ScoU, Vaterie" <Valerie.Scott@[ge-ku.com>, "Shelton, DebbIe" <Debbie.Shelton@lge-ku.com>, 'Wiseman, Sara" <Sara.Wiseman@lge-ku.com>, 

"Crescente, Angela" <Anqela.Crescente@lge-ku.com>, "Kelly, Mimi" <MimLKelly@lge-ku.com>, "Plenaar, Lesley" <Lesley.Pienaar@lge-ku.com>, 
"Hickman, James" <James.Hickman@lge-ku.com> 

Date: 10107/201105:23 PM 

Subject: RE: Error assessment memo 

Attached are some revisions to the memo_ I have induded a dean and tracked changes version from the original I sent. 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&Eand KU 
(502) 627-4978 

From: Charnas, Shannon 
Sent: Thursday, October 06,2011 3:18 PM 
To: 'Jennifer.Beneke@ey.com'; 'Maggie.Garrison@ey.com' 
Cc: Scott, Valerie; Shelton, Debbie; Wiseman, Sara; Crescente, Angela; Kelly, Mimi; Pienaar, Lesley 
Subject: Error assessment memo 

Attached is an error assessment memo related to AROs for TC2 joint use assets and Transmission gas mains. The impact is on the 
balance sheet only. Please let me know if you have any questions. 

Thanks, « File: ARO (TC2 Joint Use and Gas Trans).docx» 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E and KU 
(502) 627-4978 

The informatioll contained in this trallsmission is intended ollly for the persoll 01' entity to whiclt it is directly 
addressed 01' copied, It may contain materiul of confidential ami/or privute natl/re, Any review, 
retransmission, dissemillation 01' otlter I/se of, 01' takillg of allY actioll in reliance UpOIl, this illformation by 
persons 01' elltities other tltall tlte illtended recipiellt is 1I0t ctflowed, Ifyol/received tit is message alld tlte 
informatioll cOlltctilled tltereill by errOl; please COli tact tlte sell del' alld delete the materialfrom yOl/r/allY 
storage medilll11.[attaclllllent "ARO (TC2 Joint Use ami Gas TrailS) 10-7-11 c1ean.docx" deleted by Maggie 
M. Garrison/AssI/J'{IlIce/MBSIEYLLP/US] [attacltmellt "ARO (TC2 Joillt Use al/(I Gas TrailS) 10-7-11 
tracked.docx" deleted by Maggie M. Garrisoll/Assl//'{/IIce/MBS/EYLLPIUS] 
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Any U.S. tax advice contained in the body of this e-mail was not intended or written to be 
used, and cannot be used, by the recipient for the purpose of avoiding penalties that may be 
imposed under the Internal Revenue Code or applicable state or local tax law provisions. 

The information contained in this message may be privileged and confidential and protected from disclosure. If the reader 
of this message is not the intended recipient, or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that any dissemination, distribution or copying of this communication is strictly 
prohibited. If you have received this communication in error, please notify us immediately by replying to the message and 
deleting it from your computer. 

Notice required by law: This e-mail may constitute an advertisement or solicitation under U.S. law, if its primary purpose is 
to advertise or promote a commercial product or service. You may choose not to receive advertising and promotional 
messages from Ernst & Young LLP (except for Ernst & Young Online and the ey.com website, which track e-mail 
preferences through a separate process) at this e-mail address by forwarding this message to no-more-mai!@ey.com. If 
you do so, the sender of this message will be notified promptly. Our principal postal address is 5 Times Square, New 
York, NY 10036. Thank you. Ernst & Young LLP 
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MEMORANDUM 

Date: October 5, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Errol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint usc assets used at Trimble County Unit 2 ere 2). TC 2 became operational in 
January 20 II and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became opel'ational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quarter 0[2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount reported was 
not identified as transmission or distribution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership ofthcjoint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is m-a-i-fl.l.y 
primarily due to the difference in the January discount rate used to establish the new AROs vs, 
the discount rate used when the AROs were re-valued at November 1,2010 as part of the PPL 
acquisition. The table below illustrates the entries being made to the ARO liability for TC2 (in 
thousands $): 

Beginning Balance ARO Liability (I) 

Reversal ofLG&E's ARO 
Establishment of new AROs 
January-August Accretion Activity 
Net September 20 I I Activity (2) 

Ending Balance ARO Liability (I) + (2) 

ILG&E 
7,589 

(7,589) 
3,969 

153 
(3,467) 

4,122 

3,664 
142 

3,806 

3,806 

Consolidated 1 ____ -

7,589 

(7,589) 
7,633 

295 
339 

7,928 

A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 totaling $3.9 million. 

How Enol' 'Vas Identified 

Comment [MG1]: Was there any accretion 
dOting 2011thatwiU be reversed or Is $7,589 
net? 

!Atl Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011~_ ~ _~ ______________________________________ -{ Comment [MG2j: W\1ynol Identil1ed earlier? 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quarterly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legail'equirements, per the memo, that would have been 
a triggering event. In the second quartcr of20 11, procedures relating to the ARO review were 
updated and a quarterly questionnaire was provided to field personnel to identify further issues 
that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
further to ensure a detailed review of the AROs would be done every three years cven if there 
was no triggering event. The implementation of the questionnaire prompted questions from field 
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personnel and resulted in further discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

The errors are determined to be deficiencies as the errors were the result of controls that were 
not operating effectively and were not able to identify the misstatements. 

Cycle 40.01-Acquisitions, Disposals and Retirement, Control Activity #9 states "ARO Review 
for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for fm1her action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, cel1ificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted fl'om the transfer of these AROs fi'om LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

In an eft-ort to ensure that any future gas transmission main activity wiII be properly 
communicated, Property Accounting wiII conduct a training session with Gas personnel. This 
training will be an opportunity to explain the importance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 
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Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter Ql Q2 03 04 
2011 X X 
2010 X X X X 
2009 X X X X 

Quantitative Assessmellt MW Adjustment 10 Amollnts Reported on Financial Statements (OOO's) 

6ME 06/30111 
Fin Stmt Line Item Company Debit Credit 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated UtiliiV Plant KU 3,664 
Accumulated Depreciation KU 105 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 

The following table shows the financial statement lines affected ($ millions): 
P/31120 ilL _ _ _ _ _ _ _ 6130/20 Il 

LG&E KU LG&E KU 

~RO Adjustmenq __________________________ :7 ______ ):7 _____ _ cI _____ _ ~·I __ 
Regulated Assets 2,832 4,361 2,868 4,410', 
!percentagd, ____________________________ _ 0..:Q.2.r~ ___ .9:9Bro ____ Q!.o~~ __ _ J~Q8~ _\ ... 

ARO A(ljustment 
Accumulated Depreciation 
Percentage 

ARO Adjustment 
Regulatory Assets 
Percentage 

(0.1) 
44 

-0.23% 

(OJ) 
149 

-0.20% 

0.1 
54 

0.19% 

0.2 
113 

0.18% 

(0.1 ) 
68 

-0.15% 

(OJ) 
363 

-0.08% 

0.1 
90 

0.11% 

0.2 
227 

0.09% 

, , , 

Comment [MG3]: Consider adding 
Information about Impact to prioryearsfperiods. 
Impact on 3131/11 of gas transmissIon Is 
reduced by the overstatement of Trimble 
Country. If prior period are presented {i.e. 
12131!2010}, would Impact of gas transmission 
ARO error be malerial? 

Comment [MG4]: Should adjustments In the 
line Items be combined \''';th those on the 
follO'oving page to show combined total Impact 

, on the Regulatory Assets line item? 

Comment [MG5]: Consider updating 
headings as {oRoVls: 

Impact of ARO Mjuslmenl on Reg Assets 
Regulated Assets, Tolal 
Percentage Impact on F/S LIne 
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ARO Adjustment 
Asset Retirement Obligations 
Percentage 

p/311201ll ________ 6/3012011 
LG&E KU LG&E KU 

0.5 
49 

1.02% 

3.8 
54 

7.04% 

0.5 
50 

1.00% 

3.8 
55 

6.91% 

_ Comment [MG3]: Consider adding 
Infonnalion about Impact 10 pfioryearslperiods. 
Impact on 3/31111 of gas lransmissloo Is 
reduced by the overstatement ofTrimble 
Country. If prIor period are presented (I.e, 
1213112010), would Impact of gas transmIssion 
ARO error be material? 

ARO Adjustment 0.5 3.8 0.5 3.8 
Irotal Deferred Credits and Other Noneurrent LiabiIitie~ __ 1,~20 ____ »2J§ ____ J~2j1 ____ 1,2~6 ___ - Comment [MG6]: Has this been Inc/uded b/c 

ARO Is not a separate fine items In the F/S? 
Consider addill9 a footnote to explain why both 
accounUline items are Included. 

Percentage 0.04% 0.30% 0.04% 0.30% 

Qualitative Assessment 

In Topic I - M, "Materialitf' the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• "\Vhether it arises fi'om a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response -N-e,tfrhere is no income statement impact _______________________ ~ 

• 

Comment [MG71: Consider expanding 
response to explain why there is no Jncome 
statement impact. 

Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - N-e,tfrhere is no income statement impact ______________________ ~""1 Comment [MG8]: See previous comment 

• 

• 

• 

• 

• 

Whether it changes a loss into income or vice versa. 
Response - N-e,tfrhere is no income statement impact _______________________ ~1 Comment [MG9]: See previous COOlmenl. 

Whether it affects compliance with regulatory requirements. 
Response - No. 

"\Vhether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

Whether it involves concealment of an unlawful or fraudulent transaction. 
Response - No. 
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COllclusloll 011 ~faleri((lity Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. For KU, the 
errol' was greater than 5% on the Asset Retirement Obligations balance sheet line. However, the 
error was less than 1 % on the Total Deferred Credits and Other Noncurrent Liabilities balance 
sheet line. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Per the Public Company Accounting Oversight Board CPCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing 01' (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority 01' competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

I AUDITING STANDARD NO.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEl'.1ENTS, PCAOB Release No. 2007-005, May 24, 2007 

2 A Framework for Eyaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit firms and William F. 
Messier, jr. Professor, Georgia State University, December 20, 2004 
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October 5, 2011 
Page 7 
Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Considering the potential magnitude, and any mitigating controls, would a pl'udent official 
conclude that the deficiency is at least a significant deficiency with regal'd to both the 
aUIlual and interim financial statements? peAOB ASS defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial repoI1ing." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 
The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per F ASB ASe 250-10-45 Accounting Changes and EITor Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

~~J 
40.01 -

Acquisitions Dis,,, 

Wiseman, Sara 
Sunday, October 09, 2011 5:35 PM 
Crescente, Angela 
40.01 - Acquisitions Disposals and Retirement 10 3 11.docx 

We had to add this to the capital additions policy, so I guess we will need to add here, too. I'm sending to Shannon for 
her review (again). 

1 
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PPL companIes 
Cycle: 
Transaction: 
Transaction Owner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.01- Acquisitions, Disposals and Retirement 
Manager, Property Accounting 
Director, Accounting and Regulatory Reporting 
lG&E, KU, lKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
completely and accurately, 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed, 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting in 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the fjnancial statements, 
Additions to or disposals of fixed assets may be recorded at the wrong amounts, 

4 Additions to or disposals of fixed assets recorded in Power Plant may not be transferred to the 
general ledger completely or accurately, 

5 Additions to or disposals of fixed assets may not be recorded In the proper accounting period, 
6 Asset retirement obligations (AROs) may not be identified and recorded accurately or completely. 
7 Gains/losses on disposals of assets may not be calculated correctly, 
8 Spreadsheet risk - a standard risk will be written by S-OX Compliance 
9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 ~ Key J Risk: 1,2 1 Event-driven ~ Semi-Automated I Preventive I V 
Authorization for acquisitions and disposals: Authorizations for Investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority Limit Matrix and the Corporate Capital Policy. 

#2 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 
Change ofspeciflcations: A revised AlP must be submitted by the project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 
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#3 I Key 1 Risk: 2,5 1 Quarterly J Semi-Automated J Preventive I C, A, V 
Activated costs for construction/cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
identifying capital and cost of removal projects which are in "open" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of bUsiness budget coordinator with a 
request to update the project with either "in-service" or /lcompletion" dates or verify that the project is 
stili active. 

#4 I Key I Risk: 2,5 I Monthly I Semi-Automated I Detective I C, A, V 
Caoitalization/Retirement eligible projects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are in "completed" or "closed" status with no 
activity for 90 days or more, The purpose of this report Is to identify projects eligible for 
capitalization/retirement. 

#5 I Key I Risk: 3 I Daily I Semi-Automated I Detective I C, A, V 
Caoitalization/Disposals affixed assets: After the Accounting Analyst creates the as-builts in PowerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work Is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidellnes, etc.) by the designated Accounting Analyst. 

116 I Key I Risk: 3 I Event -driven I Manual I Preventive I C, A, V 
Work Order Analvsis Checkflst : The Accounting Analyst uses the Work Order Analysis Checklist posted 
on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATiON\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by ail Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. 

#7 I Key I Risk: 4,5,7 I Monthly I Manual I Preventive I C, A 
Closing Checklist: During the closing process, the Power Plant Application Access Reviewer uses a closing 
checklist saved on the Property Accounting Shared Drive (propacct on 'fs2':\Closlng\Closlng Reports\PP 
Closing Checklist) to ensure that all steps are completed, 

#8 .L Key J Risk: 4,5 I Monthly I Semi-Automated I Detective I C, A 
Period closing activities: To verify the accuracy and completeness of the data, monthly the Power Plant 
Application Access Reviewer reconciles all addition and retirement postings in the general ledger to 
control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Vear Class\ASBUllT-INPUT-MONTH VEAR). 

#9 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARO Review for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project Is identified as having the potential to require 
an ARC, a copy of the AlP is forwarded to the Accounting Analyst in chaJ:ge of ARO accounting far 
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further action. The Accounting Analyst in charge of ARO accounting reviews the AlP and if appropriate, 
contacts the Legal and Environmental personnel who will make the final determination of the need to 
establish an ARO based upon review of existing legal documents Induding laws, statutes, contracts, 
permits, certificates of need, right of way agreements and environmental regulations. 

#10 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARO Review for Disposals; If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exIsts for the asset being retired, the Accounting Analyst 
must ensure that the cost of removal Is being properly accounted for. The Accounting Analyst in charge 
of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper accounting is 
associated with the project's set up In Orade and makes corrections as necessary. 

Ongoing Manual Preventive C,A,V,R 
Spreadsheet Controls: Reference control activity number 1 on 80.10 - GenerallCFR 

#12 I Key I Risk: 9 I Quarterly I Manual I Preventive I R 
Restricted Access to Network Shared Drives: Reference control activity number 2 on 80.10 - General 
ICFR 

Process Description: 

A multi-year Capital Investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to Inform senIor management of future capital-spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of LG&E and KU Energy LlC, induding the Chief Financial Officer (CFO), Chief Executive Officer (CEO), 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the multi-year Capital Investment Plan, each OBU will review 
all current-year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be In process at year-end, but not complete, It must be Induded in the following year's 
multi-year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified in the budgeting process, they are still subject to the 
Authority Limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the Investment Committee must approve all projects greater than $1 million to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority limit Matrix and the Corporate Capital Policy. [eA 1] Projects are not 
considered approved until appropriate approvals are obtained. 
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The AlP Is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Policy detalls the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. leA 2] When it 
is apparent that the amount approved on the original AlP will be Insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts in Property Accounting are notified via email as projects are ready for approval. 
The AlP information is used to help the Accounting Analysts evaluate if an AlP Is in compliance with the 
Corporate Capital Policy guidelines. If it is incomplete or does not comply with the Capital Polley 
guidelines, the Accounting Analyst will reject the AlP and it will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO associated with the retirement of 
an asset. If there is no ARO qualification for the retirement of an asset and the capital/cost of removal 
expenditure total matches the amount stated In the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there Is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst In 
charge of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper 
accounting is associated with the project's setup in Powerpiant and makes corrections as necessary. 
leA 10] The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage Information, are available to all employees via the company 
intra net. 

Some capital asset additions necessitate the creation of an ARO if there is a legal or environmental 
obligation to remove the asset or dispose of it in a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine if the need for an ARO may exist. If 
the project is identified as having the potential to require an ARO, a copy of the AlP is forwarded to the 
Accountlng Analyst in charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the legal and Environmental personnel 
who will make the final determination of the need to establish an ARO based upon review of existing 
legal documents including laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations. leA 9] 

On a quarterly basis, Property Accounting will distribute ARO questionnaires and receive replies from 
legal, EnVironmental and the Budget Managers for each operating line of business regarding any 
reviSions of or additions to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARO is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel (operating units, Legal, EnVironmental, etc.) and the present value 
of the futUre retirement obligation is calculated in accordance with guidelines under FASB Accounting 
Standards Codification (ASC) Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB Interpretation No. 47). 

Each month, the Accounting Analyst In charge of ARO accounting reviews the charges incurred for the 
ARO cost of removal for reasonableness, and if necessary, follows up with field personnel with 
questions. Additionally, the Accounting Analyst will review reports for account 254-Regulatory 
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Uabjlity~ARO for any new ARO asset activity. This account contains the accumulated cost of 
removal/salvage on the underlying Ifparent" assets which give rise to the ARO liability. Any new or 
unexpected activity in this account will be investigated by the Analyst to ascertain whether the 
associated ARO liability has been established. Any issues or problems will be addressed. 

Occasionally, due to business needs such as equipment failures and emergencies, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one of following approvals must be received: 

1) Property Accounting must receive email approval from the highest level of lines of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
unbudgeted project, approval from Financial Planning will be required for the early activation, as 
indicated in the Corporate Capital Pollcy. The approval request email should include the following 
information: i) Project Number; ii) Project Description; iii) Total Project amount; Iv) Name of the 
individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
unbudgeted spending. 

Or 

2) In the event the project has been prevfously approved by the Investment Committee, the above 
email from the highest LOB authority would not be required. Instead, verification from the Financial 
Planning Department that the project had indeed been approved by the Investment Committee would 
be sufficient approval. 

Additional1y, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project in order for the project to be 
moved to "open" status in Power Plant. Within 10 bUsiness days of the early activation, the AlP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department will maintain a log of Early Activated projects, and copies of the 
email approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated in capital and retirement projects as a result of manual journal entries and 
automated accounts payable, inventory and labor transactions. Burdens are automatically included as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
Narratives for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC). 

To ensure timely capitalization and retirement of proJects, a report is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis identifying capital and cost of removal projects which 
are in "open" or "in·service" status but having no activity for 90 days or more. This report fs sent to 
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every line of business budget coordinator with a request to update the project with either "in-service" 
or "completion" dates or verify that the project is still active. ICA 3} If the project is complete, the 
Property Accounting Department will capitalize it or process a retirement in a timely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report called the "Job log" 
identifying all capital projects, which are in "completed" or "closed'! status with no activity for 90 days or 
more. The purpose of this report Is to identify projects eligible for capitalization/retirement. ICA 4] The 
report Is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job logs\Current Year Job logs\Current Month Year\Company Job log - Month Year). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid In the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. rCA 6] The capitalization process 
includes the following; 

• Review AlP. 
• Reconclle capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs. Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process includes the following: 

• Review AlP and the associated retirement/salvage information. 
• Review project removal charges In the Cost Repository Report - Actual Cost (RW1P). 

Transaction processing is accomplished in PowerPlant with a combination of manual and automated 
processes as documented in the PowerPlant User Guides maintained in PowerPlant. The Accounting 
Analyst creates manual as-bullts, In PowerPlant for all non-mass property. Mass property such as utility 
poles, crossarms etc.! are unitized through an automated as-built process. In both processes, costs 
charged to capital projects are distributed automatically by the system based on units of property! 
established by the Accounting Analyst in the case of manual as-buUts and those established from 
inventory tfansactions in the case of automated as-bullts. The Property Accounting Analyst again 
verifies the segmentation is correct and aSSigns the asset to a segmented plant account pursuant to 
FERC regulations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" fUnction. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-bullts and those established from inventory transactions in the case of automated as­
bullts. 
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Blanket retirements are those related to ongoing projects which are processed periodically, The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System, 

In order to insure that potential large dollar retirements are properly recorded in the financial records. it 

may be necessary to record a "preliminary retirement!' A preliminary retirement is defined as an 

"estimated asset cost retired at the time the replacement asset Is put into service," A preliminary 

retirement is entered into PowerPlant when an asset has been placed into service but is not yet eligible 

for final unitization due to timing issues. etc. The following guidelines are used to determine whether a 

preliminary retirement is necessary: 

• The project is in In-Service Status lor Completed Status - not but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250,000 

Preliminary retirements will be processed during the 'mid' month (February. April. August and 

November) of each quarter. 

Partial retirements are made from an eXisting asset. When a retirement asset is a component of an 
eXisting asset, the Handy Whitman Index is used to determine retired costs, Through reverse 
interpolation, the factors in this index calculate historical retirement amounts based on current 
spending. Handy Whitman indexes are received bi-annually from the vendor and are uploaded into the 
PowerPlant system. These system updates are checked as part of the monthly closing process, 

In order to prevent incorrect data from being entered, PowerPlant validation rules prevent the analyst 
from choosing invalid units of property, plant accounts and business segment combinations. An error 
message is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including in service dates, 
tax districts, locations, units of property, etc. PowerPlant does not allow the posting of assets with 
incomplete data fields. 

After the Accounting Analyst creates the as-builts in PowerPlant and performs the process "Send to 
CPR", the work is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. rCA 5] 
After the review and approval process is completed, relevant data including project number, amount 
added or retired, cost of removal, salvage amount, and the analyst's initials are entered into the 
PowerPlant Classification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'fs2':\POWER PLANT CLASSIFICATION\Current Year Class\ASBUILTS-INPUT-MONTH YEAR). The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the closing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period, The PowerPlant Application Access Reviewer then runs the 
PowerPlant processes to post all acquisitions for assets and retirements. In order to ensure that 

Page 7 of9 

-4- - ~ Formatted: line spacing: f.lultip!e 1.15 Ii, Tab 
stops: O~I Left + 0.25~, Left + OS', Left 

Attachment to Response to KU AG-1 Question No. 201 
Page 382 of 1014 
Charnas



potential large dollar retirements are processed, the PowerPlant Application Access Reviewer will 
review quarterly any projects that are in service, but not unitized and have potential retirements. 
Preliminary retirement information will be added to the workorder in PowerPlant for projects where a 
preliminary retirement is required. To verify the accuracy and completeness of the data, monthly the 
powerPlant Application Access Reviewer reconciles all addition and retirement postings in the general 
ledger to control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
ClASSIFlCATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). leA 8J Discrepancies are 
investigated and cleared as discovered. Once all totals are reconciled, the PowerPlant Application 
Access Reviewer runs the depreciation calculations. PowerPlant automatically generates entries for 
gains and losses on non·mass property which are then checked for correctness by the PowerPlant 
Application Access Reviewer. The monthly reconciliation and closing process is then completed. 
Procedures are documented in the ttProperty Accounting Monthly Closing Procedures". These 
procedures are maintained by the PowerPlant Access Reviewer to ensure accurate monthly financial 
closing. The PowerPlant Application Access Reviewer maintains all supporting documentation In binders 
stored in the Property Accounting Department. During the closing process, the PowerPlant Application 
Access Reviewer uses a closing checklist saved on the Property Accounting Shared Drive (propacct on 
'fs2':\Closing\Closing Reports\PP Closing Checklist) to ensure that all steps are completed. rCA 7] 

Each month, an Accounting Analyst reconciles the account balances between PowerPlant and the 
General Ledger to ensure the Subsidiary ledger and the General ledger are In balance. Reference CA #7 
in the 80.05 - Closing and Account Reconciliation Narrative. 

On a quarterly basis, the PowerPlant Application Access Reviewer reviews a list of PowerPlant users 
assigned to a Property Accounting Security Group to ensure that there are no unauthorized users. 
Based upon review results, security groups can be reassigned or Individuals can be deleted from a group 
or groups. Reference CA #1 in the 40.03 - Power Plant Application Security Narrative. 

Relevant spreadsheets have been identified and assessed regarding use (Analytical, Financial, and 
Operational) and complexity (High, Medium, and Low). The necessary level of controls over 
spreadsheets is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the Comprehensive Spreadsheet Policy. Sarbanes·Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its SharePoint site. rCA 11] 

Access to the Company's network shared drives that contain financial data is restricted. A quarterly 
review of access rights to the network shared drives is performed to ensure that access is restricted to 
only users with a valid business need. rCA 12] 

Information Processing Objectives (CAVR) 

Completeness; All transactions that occur are processed once and only once; duplicate entries are 
Identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy; Transactions are recorded at the correct amount in the appropriate account and proper 
period. That Includes accuracy of key data elements and standing data used in transaction processing. 

Validitv: Only authorized economic events that actually occurred and relate to lG&E and KU Energy llC 
and its' subsidiaries are recorded. 
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Restricted Access: Data is protected against unauthorized amendments and access to confjdential data 
and physical assets are appropriately restricted to authorized personnel. 
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Crescente, Angela 

From: Charnas, Shannon 
Sent: 
To: 

Tuesday, October 11, 2011 8:04 AM 
Wiseman, Sara 

Cc: Crescente, Angela 
Subject: FW: Prelmin 

Sara -

I made a minJr edit to each. I will need to review the change to the policy with Valerie. Normally we want people to 
schedule a review meeting with us, but because this is very minor and we have already discussed, I can probably discuss 
it with her in my 1-on-1 tomorrow. I'll let you know if there are any changes and you can then wrap up the internal 
controls as well. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporling 
LG&EandKU 
(502) 627-4978 

From: Wiseman, Sara 
Sent: Sunday, October 09,2011 5:40 PM 
To: Charnas, Shannon 
Cc: Crescente, Angela 
Subject: Prelmin 

650 - Capital - 40.01 -
Additions and." Acquisitions Dis,,, 

Shannon: Attached are the changes that need to be made to our policy for preliminary retirements (we said we would 
do this in the memo). These will additionally need to be made to the SOX document. 

I also corrected a few other minor formatting issues. 

ScwwW~ 

/vI~, Pvopevty ACCOU¥\.t'tMf}' 
rDf{kIv 502.627.3189 
ceLl.> 502.338.0886 
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LG&E amI KU Energy LLC Accounting Policy and Procedures 

650 - Cnpital- Additions and Retil'ements Policy and Procedures 

Date ,~}lMtO/071l1 
Pagelofll 

!Policy: Capital assets will be recorded based on the acquisition or construction OfpropCliy, 
plant and equipment (,IPP&El) with useful lives greater than one year, and assets will be 
removed based on retirements and disposals ofPP&E to ensure the accounting records are 
accurate. 

- - -, Formatted: left 

Pl'ocedure: The procedures for adding and removing capital assets arc described in the detailed 
instructions below. 

Scope: All asset additions and retirements of LG&E and KU Energy LLC ("LKE" or the 
"Company") and its subsidiaries. 

Objective of Procedure: Ensure that all capital assets and retirements arc properly added or 
removed from the accounting records. 

General Requirements: 

Detailed Procedures Performed: 

Various costs are considered appropriate to be accounted for as capital. The following are some 
generic definitions of these costs: 

Capitalizable Costs - costs that are directly identifiable with specific PP&E. This includes 
incremental costs related to the acquisition, construction or improvement of capital assets. These 
costs singly or in combination with other assets will provide a future economic benefit that will 
contributc directly or indirectly to future net cash inflows. 

Direct Costs - costs which can be identified and directly attributed to a specific capital project for 
the acquisition or construction ofPP&E. These costs can be readily identified and arc itemized 
by name and amount. Examples are direct labor, direct material, and direct equipment costs. 

Direct Labor Cost - labor cost which can be identified and directly attributed to a specific capital 
project for the acquisition or construction ofPP&E. The cost components are basic wage/salary 
rate, shift premiums, fi'inge benefits and over1ime premiums. 

Direct Material Cost - material cost which can be identified and directly attributed to a specific 
capital project for the acquisition or construction of PP&E. These costs include inventory loading 
cost, freight, transportation, and applicable taxes associated with the material. 

Probable - .th~ [u.!t.!r~ ~~~n.! Qt:. ~\~eQ.t§ _a!:e_li~e!)~ t9 _O.s:~l~·!. A ~ap!.t~IYJ·gj~~tJ21:..t~~ ~~'l.!tls!t!.O!l_O~· _ -",," 
construction ofPP&E is probable when: 1) proper management approval as specified by the 

,,1 Formatted: t-.'o underline 
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authority limits matrix is obtained in writing, 2) financial resources are available to fund the 
project, and 3) any regulatory requirements can likely be met. 

Indirect/Overhead Costs - costs which generally arc not directly attributable to a specific capital 
project for the acquisition or construction ofPP&E. 

Capital projects generally follow a timeline and progress through the following stages of 
acquiring or constructing an asset: 

• Preliminary Stage - the period during which the acquisition or construction of specific 
PP&E is being evaluated. Feasibility studies often ocelli' during this stage. At this stage 
the project is not yet approved by Management and all costs are expensed as incurred. 
The only capitalizable costs are payments to obtain an option to purchase PP&E. 

• Pl'eacguisition Stage - the acquisition or construction of specific PP&E is deemcd 
probable at this time, so appropriate costs can be capitalized. Only those costs that are 
directly identifiable to the asset are capitalized. Activities often include zoning, 
surveying, and engineering studies. 

Dircctly identifiable costs include: 

• incremental direct costs incurred in transactions with a third party often include an 
element of the third party's administrative overhead. That element is considered to be 
an incremental direct cost and should be capitalized. 

• labor and burden costs related to time spent on specified activities performed by the 
entity during this stage. 

• depreciation of machinery and equipment used directly in the construction or 
installation of PP&E and incremental costs directly associated with the utilization of 
that machinery and equipment during this stage. 

• inventory (including spare pUliS) used directly in the construction or installation of 
PP&E. 

• payment to obtain an option to acquire PP&E. 

NOTE: Costs that are capitalized during the preliminary and preacquisition stages will be 
added to the basis of the asset acquired or constructed. If the likelihood no longer exists 
that the asset will be acquired or constructed, capitalized costs should be reduced to the 
lower of cost or fair value less cost to sell. 
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• Acquisition or Construction Stage - the acquisition or constlUction activities occur that 
are necessary to get the PP&E ready for its intended use. This is the stage when the 
business entity acquires ownership ofthe assets or rights to the assets. It continues until 
the asset is acquired or until completion of all major construction and installation 
activities. If the asset is constructed in phases, it can be divided into multiple projects as 
long as the phases can be operated independently from the projects that are incomplete. 
Capitalized interest, ifapplieable, begins during this stage (see AFUDC Policy and 
Procedures). Costs directly identifiable related to the asset during this stage can be 
capitalized. Examples are listed below: 

• labor and burde~ costs related to time spent on specified activities performed by the 
entity during this stage. 

• depreciation of machinery and equipment used directly in the construction or 
installation ofPP&E and incremental costs directly associated with the utilization of 
that machinery and equipment during this stage. 

• inventory (including spare parts) used directly in the construction or installation of 
PP&E. 

• payment to obtain an option to acquire PP&E. 
• incremental direct costs incurred in transactions with a third party often include an 

element ofthe third party's administrative overhead. That clement is considered to be 
an incremental direct cost and should be capitalized. 

• for real estate, costs incurred for property taxes, insurance and ground rentals are 
capitalizable during the time that activities are necessary to get the asset ready for its 
intended use are in progress. The cost of demolition that occurs with the acquisition 
of real estate is capitalized during a reasonable period of time thereafter. 

• In-Service Stage - PP&E is substantially complete and ready for its intended use. 
Capitalized interest, if any, ceases (see AFUDC Policy and Procedures) and depreciation 
commences at this stage. Costs that are incurred during this stage can be as follows: 

• repair and maintenance - expensed as incurred. 
• replacement of existing components ofPP&E - capitalized under the guidelines of the 

FERC Uniform System of accounts. 
• additional components to PP&E- follow the capitalization criteria set forth in the first 

three stages within this policy. 

NOTE: Major maintenance activities may include costs related to replacements ofPP&E 
and should be capitalized (when incurred and not accrued) according to the FERC 
Uniform System of Accounts. Additions to PP&E should follow the capitalization criteria 
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set forth in first three stages within this policy. All other maintenance costs should be 
expensed as incurred. 

Refer to Appendix A - Summary of Accounting, for more details on accounting for 
specific types of costs. 

LKE and its subsidiaries have historically applied the standards cfthe Federal Energy 
Regulatory Commission ("FERCH) and other regulators in their accounting practices when 
making capital versus expense determinations. It has been LKE's practice is to capitalize the 
following: 

» Direct costs related to asset construction - costs directly charged such as labor, 
purchased material, contractors and inventory. 

}> Burden Cost Component - cost that can NOT be directly charged. Examples of 
burdens include pensions, insurance, payroll taxes and other labor related costs. 

» A portion of indirect overheads directly attributable to capital activities -including 
Administrative and General Expense-Transferred ('IA&G") and Engineering, 
\Varehouse and Transp011ation Overheads. A&G is an allocation from Operation 
and Maintenance to Capital which allocates labor and expenses of employees that 
support the capital process but do not work directly on a particular capital project. 
These costs can be capitalized per the Code of Federal Regulations and have been 
deemed recoverable in rates by the various regUlating entities. 

According to the Corporate Capital Policy guidelines, projects with a total cost of $2,000 or less 
will be expensed, and any Authorization for Investment Proposal (,IAIP") that is received for $2,000 
or less is returned to the Project Manager with an explanation. All other capital expenditures are 
subject to mandatory capitalization. All fixed assets are recorded at cost as mandated by the 
FERC. \Vhen the requestor completes preparation of the AlP for capital expenditures in 
PowerPIant, appropriate authority must be achieved based on the Authority Limits Matrix. The 
prepareI' sends the electronic AlP for approval via PowerPlant. At the point the AlP is received 
by Property Accounting for approval, the Accounting Analyst reviews the AlP for appropriate 
budget funding, approvals, and whether the described expenditure is indeed a capital 
expenditure. If the AlP passes review, the Accounting Analyst approves the project in 
PowerPlant. Should the AlP not pass review, the Accounting Analyst has the option to request 
additional information or reject the AlP. If the AlP is rejected the approval process star1s all 
over. 

To ensure timely capitalization and retirement of projects, a repOlt, referred to as the 90 M Day 
Report, is generated on a quarterly basis identifying capital and cost of removal projects which 

Attachment to Response to KU AG-1 Question No. 201 
Page 389 of 1014 
Charnas



LG&E and KU Energy LLC Accounting Policy and Procedures 

650 - Capital- Additions and Retirements Policy and Procedures 

Date -YJ-lI-l-+ 10/07/11 
PageSafll 

are in 'lOp en" status but having no activity for 90 days or more. This report is sent to every line 
of business Budget Coordinator with a request to update the project with either in-service or 
completion dates or verify that the project is still active. If the project is complete, the Property 
Accounting Department will capitalize it or process a retirement in a timely matter. 

Monthly, a report called the "Job Log' is generated identifying all capital projects, which are in 
I<completed" 01' "closed" status with no activity for 90 days or more. The purpose of this report 
is to identify projects eligible for capitalizationlretirement. The report is saved on the Propeliy 
Accounting Department shared drive (propacct on 'fs2':1 POWER PLANT 
CLASSIFICATIONIJob LogslCurrent Year Job LogslCurrent Month Year Company Job Log). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the \Vork Order Analysis Checklist 
posted on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER 
PLANT CLASSIFICATIONlWork Order Analysis Checklist) to aid in the capitalization and 
retirement process. This checklist ensures that fixed asset records are processed consistently by 
all Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements. The capitalization process includes the following: 

• Review Authorization for Investment Proposal ("AlP!!). 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized. If the variance compared to the original AlP 
is 10% or $100,000 over; (whichever is less, subject to a minimum of $25,000), a revised 
AlP must be completed as soon as possible. 

• Review all project charges to ensure that all charges should be properly capitalized or 
classified as cost of removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

Transaction processing is accomplished in PowerPlant with a combination of manual and 
automated processes as documented in the PowerPlant User Guides maintained in PowerPlant. 
The Accounting Analyst creates manual as-builts in Powel'Plant for all non-mass property. Mass 
property such as utility poles, crossarms etc., is unitized through an automated as-built process. 
In both processes, costs charged to capital projects are distributed automatically by the system 
based on units of property established by the analyst in the case of manual as-buiIts, and those 
established from inventory transactions in the case of automated as-builts. The Accounting 
Analyst again verifies the segmentation is correct and assigns the asset to a segmented plant 
account pursuant to FERC regulations. 

The retirement process includes the following: 
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• Review AlP and the associated retirement/salvage information to determine if a 
retirement is listed or should be listed based on a description of the project (Le., if a 
project addition is to replace an asset a retirement should be listed). The Accounting 
Analyst will question the responsible Budget Analyst if retirements arc not listed where it 
appears they should be. 

o Review all project removal charges in the Cost Repository Report - Actual Cost 
("RWIP"). 

Manual retirements are those related to a one time retirement event. Assets arc selected for 
retirement through the "CPR Retire" fUilCtion. Costs charged to retirement projects are 
distributed automatically by the system based on units of property, established by the analyst in 
the case of manual as-builts and those established from inventory transactions in the case of 
automated as-builts. 

Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS \Vork Management system. 

In order to insure that potential large dollar retirements arc properly recorded in the financial 
records, it may be necessary to record a "preliminary retirement." A preliminary retirement is 
denned as an "estimated asset cost retired at the time the replacement asset is put into service. " 
A preliminary retirement is entered into PowerPlant when an asset has been placed into service 
but is not yet eligible for final unitization due to timing issues. etc. The following guidelines 
are used to determine whether a preliminary retirement is necessary: 

• The project is in In-Service Status lor Completed Status - not but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250.000 

Preliminary retirements will be processed during the 'mid' month (Febl1lary. ApriL August and <1- - - Formatted: Left, Tab stops: 0", Left + 0.25", 

November) of each quarter. L'=e",".c+_O=.5=-',-, l€=ft ________ -' 

In order to minimize record keeping requirements, equipment in celiain General Plant accounts 
are amortized (office fumiture and equipment, stores equipment, tools, shop equipment, garage 
equipment and laboratory equipment), These assets arc retired when the assets become fully 
depreciated based on their in-service date and depreciable lives. For equipment in these 
accounts, AlP reporting for retirements is not necessary. 

For both additions and retirements, PowerPlant validation rules prevent the Analyst from 
choosing invalid units of properly, plant accounts and business segment combinations in ordel' to 
prevent incorrect data from being entered. An error message is generated in the event of an 
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invalid combination and the Analyst must correct the errol' before proceeding. In addition, 
mandatory input fields arc required including in service dates, tax districts, locations, units of 
property, etc. PowerPlant does not allow the posting of assets with incomplete data fields. 

After the Accounting Analyst creates the as-builts in PowerPlant and performs the process "Scnd 
to CPR'\ the work is reviewed as a final check to ensure additions and retirements are compliant 
with the various accounting rules (FERC, Company guidelines, etc.) by the Accounting Analyst 
or other designee. After the review and approval process is completed, relevant data including 
project number, amount added or retired, cost of removal, salvage amount, and the analyst's 
initials are entered into the PowerPlant Classification Spreadsheet maintained on the Propelty 
Accounting shared drive (propacct on 'fs2 ':\POWER PLANT CLASSIFlCA TION\Current Year 
ClassIASBUILTS-INPUT-MONTH YEAR). The spreadsheet calculates a control total of all 
additions, retirements, removal and salvage costs entered by Accounting Analysts during the 
month. The as-built folder is then passed to the analyst responsible for the monthly system 
closing process for posting. 

The Accounting Analyst responsible for the closing process begins the process by sending an 
email to all Property Accounting personnel toward the end of the accounting period informing 
them of the last day to unitize assets for the current period. The Accounting Analyst then runs 
the PowerPlant processes to post all acquisitions for assets and retirements. To verify the 
accuracy and completeness of the data, monthly the Accounting Analyst reconciles all addition 
and retirement postings in the general ledger to control totals in the PowerPlant Classification 
Spreadsheet (I:\POWER PLANT CLASSIFlCATION\Current Year ClassIASBUILTS-INPUT­
MONTH YEAR). Discrepancies are investigated and cleared as discovered. Once all totals are 
reconciled, the Accounting Analyst runs the depreciation calculations. PowerPlant automatically 
generates entries for gains and losses on non~mass property which are then checked for 
correctness by the Accounting Analyst. The monthly reconciliation and closing process is then 
completed. Procedures are documented in the "Property Accounting Monthly Closing 
Procedures". These procedures are maintained by the Accounting Analyst to ensure accurate 
monthly financial closing. The Accounting Analyst maintains all suppOlting documentation in 
binders stored in the Property Accounting Department. During the closing process, the 
Accounting Analyst uses a closing checklist saved on the Property Accounting Shared Drive 
(propacct on 'fs2':IClosingIClosing Reports\PP Closing Checklist) to ensure that all steps are 
completed. 

Reports Generated and Recipients: 

• 90-Da)' Report sent to the Budget Coordinators 
• Job Log report accessible to Property Accounting on the fs2:\\propacct shared drive 
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• Plant Additions and Retirement Report - PowerPlant Classification Spreadsheet 
accessible to Property Accounting on the fs2:\\propacct shared drive 

• Cost Repository Report - Actual Cost (RWIP) accessible to Property Accounting in 
PowerPlant 

Additional Controls or Respollsibility Provided by Otller Procedures: 

• General ledger debits and credits for Account 101 Plant in Service should tie to the 
additions and retirements. 

• Budget Coordinators, Financial Planning personnel and Accounting Analysts review 
AlPs to confirm assets are to be capitalized. 

Regulatory Requiremellts: 
• FERC Accounting Guidelines 

Reference: 
• Code of Federal Regulations 18 Part 101 Electric Plant Instructions 
• Financial Accounting Standards Board ("FASB") Accounting Standards Codification 

C~ASCJ)) Topic 360 ~ Property, Plant and Equipment 
• F ASB ASC Topic 720 - Other Expenses 
• F ASB ASC Topic 970 - Real Estate 
• F ASB ASC Topic 980 - Regulated Operations 

Corresponding PPL Policy No. and Name: 

602 - Accounting Guidelines for Capitalizing Costs for the Acquisition or Construction of 
Property, Plant and Equipment 
612 ~ Accounting for Capital Office Furniture, Tool, and Equipment 
616 - Accounting for Leaseholds and Improvements 

Key Contact: Manager, Property Accounting 

Administrative Responsibility: Director, Accounting and Regulatory Reporting 

Date Created' 11124104 
Dates Revised: 101112008,6115110; 12101110; 3131111.10107111 
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TYlle of Work Capital Expense 

Preliminary Stage (pre-probable) 
InternaVexternal costs of developers working to 

X 
facilitate project negotiation and stmi up 
Internallexternallegal fees to draft letters of intent and 

X pUI'chase agreements 
Travel expenses of internal/external developers and 
other company personnel to conduct negotiations with X 
othel' parties and review project 

Salaries/consultant fees to review or develop models 
X 

of projected cash flows/operations 

Payment to obtain an option to acquire PP&E 
X 

Pl'cacquisition Stage (Project is deemed probable) 
& Construction Stage 
Payment to acquire a site permit and license when 

X 
directly identifiable to the property 
Internallexternallegal fees for 

X 
OperationallCommercial contracts 
Internallexternallegal fees for litigation proceedings 

X related to PP&E 
[nternallexternallegal fees for condemnations 
proceedings, including court and counsel costs for X 
land and land rights 
Internallexternallegal fees for environmental 

X activities directly related to PP&E 
Internal/external fees for incorporation related to a 

X 
regulated entity 
Salaries of developers, legal counsel and other 
Company personnel working to facilitate obtaining a 

X 
site permit and license when directly identifiable to 
the activity 

Date YJ-lI-l-l-IO/07/11 
Pagc90fll 

Deferred Comments 
Charges 

A 

B 

B 

C 

D 
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Internal salaries to negotiate and secure specific 
X 

project financing 
Payment to obtain an option to acquire PP&E X 

External fees to negotiate and secure project financing X 

Incremental direct costs with independent third patties 
X for specific PP&E 

External consulting fees such as architectural and 
X engineering studies 

Real estate legal and title fees X 
Real estate surveying fees, appraisal, negotiation fees, 

X site preparation, and damage payments (e.g. crops) 
Directly related employee salary and benefit costs X 
Environmental compliance and due diligence in areas 

X 
directly related to PP&E 
Building demolition costs X 
Internal direct costs of constructing the asset, 

X including labor 
Depreciation and incremental costs of directly related 

X equipment 
Internal costs to develop software at site 
(subject to Policy 615 - Hardware and Software X 
Capitalization Policy and Procedure) 
CosIs of materials to build the plant, including 

X acquisition ofinvcntory and contract labor 
Costs reduced for liquidating damages X 
Inventory (including spare parts) used directly 

X 
in acquisition or construction ofPP&E 
Incremental costs associated with field office 

X 
maintained during construction 
Costs to identify and hire operating and administrative 

X 
personnel on-site 
InternaUexternal costs to conduct tloaining, including 

X 
training on intcmally devcloped or acquired software 
Interest expense incurred on debt incurred to finance 

X acquisition (subject to limitations) 
Property taxes and insurance X 

DatdlMMI O/071i I 
Page lO of II 

E 

F 

G 

H 

I 
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Post COIlstl'llction/Pre-opcratioll 
Costs to test plant X J 
Synchronization of plant to grid X K 
O&M contractor costs X 
Administrative costs such as rent, utilities, etc. X 

Comments: 

A. 

B. 
C. 

D. 

E. 

F. 

G. 

H. 

J. 

J. 

K. 

NOTE: 

Capitalize only if all conditions are met: costs are directly identifiable to the specific 
property, costs would be capitalized if the property were acquired, and acquisition of 
the property is probable. 
Capitalize only if directly identifiable to a capital project. 
Examples of activities include licensing. air and water permitting, site acquisitions, 
and all other studies required by regulatory and environmental agencies as a pre­
condition to permit issuance. 
Limited to time spent on a specific penuit/license. Not time exploring several 
possible sites; costs should not be significant. 
Costs include professional fees of engineers, attorneys, appraisers, and financial 
advisors, etc. 
Areas include hazardous material and waste management, pollution prevention, 
environmental permitting & impact analysis, and regulated licensing/renewals 
Capitalize if the demolition is probable upon purchase and occurs within 
approximately one year after and classify as land. 
Liquidating damages an entity receives because a third party did not deliver or 
complete constl1lction by a contractual specified date. 
Costs incurred for property taxes associated with real estate and insurance shall be 
capitalized as property cost only during periods in which activities necessary to get 
the property ready for its intended use are in progress. 
Credit test power revenues against capital cost. Need to distinguish true testing from 
start up activities. Start up losses should be expensed. 
Extensive connection delays or rcwork expenses must be cxpensed. Need to 
distinguish from start up activities. Start up losses should be expensed. 

Examples above are not an exhaustive list of aU expenditures that may be capitalized. 
Contact Property Accounting with any questions. 
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~ 
Transaction: 

, Transaction Owner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.01- Acquisltionsl Disposals and Retirement 
Manager, Property Accounting 
Director, Accounting and Regulatory Reporting 
LG&E, KU, lKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
com letely and accurately. 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed. 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting in 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the financial statements. 
Additions to or disposals of fixed assets may be recorded at the wrong amounts. 

4 Additions to or disposals of fixed assets recorded in PowerPlant may not be transferred to the 
general ledger completely or accurately. 

5 Additions to or disposals of fixed assets may not be recorded in the proper accounting period. 
6 Asset retirement obligations (AROs) may not be identified and recorded accurately or completely. 
7 Gains/losses on disposals of assets may not be calculated correctly, 
8 Spreadsheet risk - a standard risk will be written by S-OX Compliance 
9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 
Authorization (or acquisitions and disposals: Authorizations for Investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority limit Matrix and the Corporate Capital Policy. 

#2 I Key J Risk: 1,2 J Event-driven I Semi-Automated I Preventive I V 
Change o(specifications: A revised AiP must be submitted by the project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 

Page 10f9 

Attachment to Response to KU AG-1 Question No. 201 
Page 397 of 1014 
Charnas



#3 I Key 1 Risk: 2,5 L Quarterly J Semi-Automated J Preventive I C, A, V 
Activated costs for constructioo/cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
identifying capital and cost of removal projects which are In "open" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of business budget coordinator with a 
request to update the project with either "in-service" or "completion" dates or verify that the project is 
stili active. 

#4 I Key I Risk: 2,5 I Monthly I Semi-Automated I Detective I C, A, V 
Caoitalization/Retirement eligible pro;ects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are In "completed" or "dosed" status with no 
activity for 90 days or more. The purpose of this report is to identify projects eligible for 
capitalization/retirement. 

#5 I Key I Risk: 3 I Daily I Semi-Automated I Detective I C, A, V 
Capitalization/Disposals affixed assets: After the Accounting Analyst creates the as-bullts in PowerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidelines, etc.) by the designated Accounting Analyst. 

116 I Key I Risk: 3 I Event -driven I Manual I Preventive I C, A, V 
Work Order Analvsis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted 
on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. 

#7 I Key I Risk: 4,5,7 I Monthly I Manual I Preventive \ C, A 
Closing Checklist: During the closing process, the PowerPlant Application Access Reviewer uses a dosing 
checklist saved on the Property Accounting Shared Drive (propacct on 'fs2':\Closing\Closing Reports\PP 
Closing Checklist) to ensure that all steps are completed. 

#81 Key J Risk: 4,5 I Monthly I Semi-Automated I Detective I C, A 
Period closing activities: To verify the accuracy and completeness of the data, monthly the PowerPlant 
Application Access Reviewer reconciles all addition and retirement postings In the general ledger to 
control totals in the Power Plant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSlfICATION\Current Year Class\ASBUll T-INPUT -MONTH YEAR), 

#9 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARQ Review for ACQulsitipns: During the AlP review process, Accounting Analysts review the projects to 
determine If the need for an ARO may exist. If the project is Identified as having the potential to require 
an ARO, a copy of the AlP is forwarded to the Accounting Analyst In charge of ARC accounting for 
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further action. The Accounting Analyst in charge of ARO accounting reviews the AlP and if appropriate, 
contacts the legal and Environmental personnel who will make the final determination of the need to 
establish an ARO based upon review of existing legal documents including laws, statutes, contracts, 
permits, certificates of need, right of way agreements and environmental regulations. 

#10 I Key I Risk: 6 I Event-driven 1 Manual I Preventive I C, A, V 
ARO Review for Disposals: If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must ensure that the cost of removal Is being properly accounted for. The Accounting Analyst In charge 
of ARO accounting reviews the AiP, determines if an ARO liability exists, verifies the proper accounting is 
associated with the project's set up In Orade and makes corrections as necessary. 

#11 Key Ongoing Manual Preventive C, AI V, R 
Spreadsheet Controls: Reference control activity number 1 on 80.10 - GenerallCFR 

n12 I Key I Risk: 9 I Quarterly I Manual I Preventive I R 
Restricted Access to Network Shored Drives: Reference control activity number 2 on 80.10 - General 
ICfR 

Process Description: 

A mUlti-year Capital Investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to inform senior management of future capital-spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of lG&E and KU Energy llC, indudlng the Chief Financial Officer (CFO), Chief Executive Officer (CEO), 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the multi-year Capital Investment Plan, each OBU will review 
all current-year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be in process at year-end, but not complete, it must be induded in the following year's 
mUlti-year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified in the budgeting process, they are still subject to the 
Authority limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the investment Committee must approve all projects greater than $1 million to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority limit Matrix and the Corporate Capital Policy. [eA 1] Projects are not 
considered approved until appropriate approvals are obtained. 
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The AlP is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Polley details the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. rCA 2] When it 
is apparent that the amount approved on the original AlP will be insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts in Property Accounting are notified via email as projects are ready for approval. 
The AlP information is used to help the Accounting Analysts evaluate if an AlP is in compliance with the 
Corporate Capital PoHcy guidelines. If It is incomplete or does not comply with the Capital Policy 
guidelines, the Accounting Analyst will reject the AlP and It will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO associated with the retirement of 
an asset. If there is no ARO qualification for the retirement of an asset and the capital/cost of removal 
expenditure total matches the amount stated in the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there is a possibllity of an ARO, the original AlP Is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst in 
charge of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper 
accounting is associated with the project's setup in PowerPlant and makes corrections as necessary. 
rCA 101 The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage information, are avallable to all employees via the company 
intra net. 

Some capital asset additions necessitate the creation of an ARO if there is a legal or environmental 
obligation to remove the asset or dispose of it in a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine if the need for an ARO may exist. If 
the project is Identified as having the potential to require an ARO, a copy of the AlP Is forwarded to the 
Accounting Analyst in charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the legal and Environmental personnel 
who will make the final determination of the need to establish an ARO based upon review of existing 
legal documents including laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations. [eA 91 

On a quarterly basis, Property Accounting wlll distribute ARO questionnaires and receive replies from 
legal, Environmental and the Budget Managers for each operating line of business regarding any 
revisions of or additfons to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARO is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel (operating units, legal, Environmental, etc.) and the present value 
of the future retirement obligation Is calculated in accordance with guidelines under FASB Accounting 
Standards Codification (ASC) Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB Interpretation No. 47). 

Each month, the Accounting Analyst in charge of ARO accounting reviews the charges Incurred for the 
ARO cost of removal for reasonableness, and if necessary, follows up with field personnel with 
questions. - Additionally. the Accounting Analyst will review reports for account 254-Regulatorv 
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liability-ARC for any new ARO asset activity. This account contains the accumulated cost of 
removal/salvage on the underlying "parent" assets which give rise to the ARO liability. Any new or 
unexpected activity in this account will be investigated by the Accounting Analyst to ascertain whether 
the associated ARO liability has been established. Any issues or problems will be addressed. 

Occasionally, due to business needs such as equipment failures and emergencies, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one of following approvals must be received: 

1) Property Accounting must receive email approval from the highest level of Lines of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
unbudgeted project, approval from Financial Planning will be required for the early activation, as 
Indicated in the Corporate Capital Policy. The approval request email should Include the following 
information: i) Project Number; II) Project Description; iii) Total Project amount; Iv) Name of the 
individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
unbudgeted spending. 

Or 

2) In the event the project has been previously approved by the Investment Committee, the above 
email from the highest LOB authority would not be required. Instead, verification from the FinanCial 
Planning Department that the project had indeed been approved by the Investment Committee would 
be sufficient approval. 

Additionally, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project in order for the project to be 
moved to "open" status in PowerPlant. Within 10 business days of the early activation, the AlP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department will maintain a log of Early Activated projects, and copies of the 
emall approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated In capital and retirement projects as a result of manual journal entries and 
automated accounts payable, Inventory and labor transactions. Burdens are automatically Included as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
NarratiVes for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC). 

To ensure timely capitalization and retirement of projects, a report Is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis identifying capital and cost of removal projects which 
are in "open" or "In-service" status but having no activity for 90 days or more. This report is sent to 
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every line of business budget coordinator with a request to update the project with either "in~service" 
or "completion" dates or verify that the project is stili active. [CA 31 If the project is complete, the 
Property Accounting Department will capitalize it or process a retirement in a timely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report called the "Job Log" 
identifying all capital projects, which are In "completed" or "dosed" status with no activity for 90 days or 
more. The purpose of this report is to identify projects eligible for capitalization/retirement. rCA 41 The 
report Is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job Logs\Current Year Job Logs\Current Month Year\Company Job Log - Month Year). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by al\ Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. rCA 6] The capitalization process 
includes the following: 

• Review AlP. 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs. Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process includes the following: 

• Review AlP and the associated retirement/salvage information. 
• Review project removal charges in the Cost RepOSitory Report - Actual Cost (RWIP). 

Transaction processing is accomplished in PowerPlant with a combination of manual and automated 
processes as documented in the PowerPlant User Guides maintained in Power Plant. The Accounting 
Analyst creates manual as~builts, in PowerPlant for all non~mass property. Mass property such as utility 
poles, crossarms etc., are unitized through an automated as~bullt process. In both processes, costs 
charged to capital projects are distributed automatically by the system based on units of property, 
established by the Accounting Analyst in the case of manual as~bullts and those established from 
inventory transactions in the case of automated as~builts. The Property Accounting Analyst again 
verifies the segmentation is correct and assigns the asset to a segmented plant account pursuant to 
FERC regulations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as~builts and those established from inventory transactions In the case of automated as~ 
builts, 
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Blanket retirements are those related to ongoing projects which are processed periodIcally. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System. 

In order to insure that potential large dollar retirements are properly recorded in the financial records. it 

may be necessary to record a "preliminary retirement." A preliminary retirement is defined as an 

"estimated asset cost retired at the time the replacement asset is put into service." A prelimInary 

retirement is entered into PowerPlant when an asset has been placed 1nto service but is not yet eligible 

for final unitization due to timing Issues. etc. The following guidelines are used to determine whether a 
preliminary retirement is necessary: 

• The orolect is in In-Service Status lor Completed Status - Het-but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250,000 

Preliminary retirements will be processed during the 'mid' month (February. April, August and 

November) of each quarter, 

Partial retirements are made from an existing asset. When a retirement asset is a component of an 
existing asset, the Handy Whitman Index is used to determine retired costs, Through reverse 
interpolation, the factors in this index calculate historical retirement amounts based on current 
spending, Handy Whitman Indexes are received bi-annually from the vendor and are uploaded into the 
PowerPlant system. These system updates are checked as part of the monthly closing process, 

In order to prevent incorrect data from beIng entered, PowerPlant validation rules prevent the analyst 
from choosing invalid units of property, plant accounts and business segment combinations. An error 
message is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including In service dates, 
tax districts, locations, units of property, etc. PowerPlant does not allow the posting of assets with 
incomplete data fields. 

After the Accounting Analyst creates the as-builts in PowerPlant and performs the process "Send to 
CPR", the work is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. rCA 5] 
After the review and approval process is completed, relevant data including project number, amount 
added or retired, cost of removal, salvage amount, and the analyst's initials are entered into the 
PowerPlant ClaSSification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'fs2':\POWER PLANT ClASSIFICATION\Current Year Class\ASBUllTS-INPUT-MONTH YEAR), The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access RevieWer for posting. 

The PowerPlant Application Access Reviewer begins the dosing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period. The PowerPlant Application Access Reviewer then runs the 
Power Plant processes to post all acquisitions for assets and retirements, In order to ensure that 
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potential large dollar retirements are processed, the PowerPlant Application Access Reviewer will 
review quarterly any projects that are In service, but not unitized and have potential retirements. 
Preliminary retirement information will be added to the workorder in PowerPlant for projects where a 
preliminary retirement is required. To verify the accuracy and completeness of the data, monthly the 
Power Plant Application Access Reviewer reconciles all addition and retirement postings in the general 
ledger to control totals in the Power Plant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Curren! Year Class\ASBUILT-INPUT-MONTH YEAR). leA 8) Discrepancies are 
investigated and cleared as discovered. Once all totals are reconciled, the PowerPlant Application 
Access Reviewer runs the depreciation calculations. PowerPlant automatically generates entries for 
gains and losses on non-mass property which are then checked for correctness by the PowerPlant 
Application Access Reviewer. The monthly reconciliation and closing process is then completed. 
Procedures are documented in the "Property Accounting Monthly Closing Procedures". These 
procedures are maintained by the PowerPlant Access Reviewer to ensure accurate monthly financial 
dosing. The PowerPlant Application Access Reviewer maintains all supporting documentation in binders 
stored in the Property Accounting Department. During the closing processl the PowerPlant Application 
Access Reviewer uses a closing checklist saved on the Property Accounting Shared Drive (propacct on 
'fs2':\Closing\Closing Reports\PP Closing Checklist) to ensure that all steps are completed. [CA 7} 

Each month, an Accounting Analyst reconciles the account balances between Power Plant and the 
General ledger to ensure the Subsidiary ledger and the General Ledger are In balance. Reference CA #7 
in the 80.05 - Closing and Account Reconciliation Narrative. 

On a quarterly baslsl the PowerPlant Application Access Reviewer reviews a list of PowerPlant users 
assigned to a Property Accounting Security Group to ensure that there are no unauthorized users. 
Based upon review results, security groups can be reassigned or individuals can be deleted from a group 
or groups. Reference CA #1 in the 40.03 - PowerPlant Application Security Narrative. 

Relevant spreadsheets have been identified and assessed regarding use (Analyticat Financial, and 
Operational) and complexity (High, Medium, and Low). The necessary level of controls over 
spreadsheets Is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the Comprehensive Spreadsheet Policy. Sarbanes-Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its Share Point site. [CA 11] 

Access to the Company's network shared drives that contain financial data is restricted. A quarterly 
review of access rights to the nework shared drives is performed to ensure that access is restricted to 
only users with a valid business need. [CA 12] 

Information Processing Objectives (CAVR) 

Completeness; All transactions that occur are processed once and only once; duplicate entries are 
Identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy: Transactions are recorded at the correct amount in the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 

Validity: Only authorized economic events that actually occurred and relate to LG&E and KU Energy LLC 
and its' subsidiaries are recorded. 
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Restricted Access: Data is protected against unauthorized amendments and access to confidential data 
and physical assets are appropriately restricted to authorized personnel. 
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Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Sunday, October 09, 2011 5:40 PM 
Charnas, Shannon 

Cc: Crescente, Angela 
Subject: Prelmin 

650 - Capit.1 - 40.01 -
Additions. and ... Acquisitions Dis ... 

Shannon: Attached are the changes that need to be made to our policy for preliminary retirements (we said we would 
do this in the memo). These will additionally need to be made to the SOX document. 

I also corrected a few other minor formatting issues. 

SCM"CVW~ 

/vI~, Property ACCOUt'lt"vw,r 
O(fi<:Av 502.627.3189 
cell- 502.338.0886 

1 
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LG&E and KU Energy LLC Accounting Policy and Procedures 

650 - Capital- Additions and Retirements Policy and Procedures 

Date 3AWl-l1 0107111 
Pageloftl 

[poJiey: Capital assets will be recorded based on the acquisition or construction of property, 
plant and equipment ("PP&E") with useful lives greater than one year, and assets will be 
removed based on retirements and disposals ofPP&E to ensure the accounting records are 
accurate. 

..- ~ - -{ Formatted: left 

Procedure: The procedures for adding and removing capital assets arc described in the detailed 
instructions below. 

Scope: All asset additions and retirements of LG&E and KU Energy LLC ("LKE" or the 
"Company\!) and its subsidiaries. 

Objective of Procedure: Ensure that all capital assets and retirements are properly added 01' 

removed from the accounting records. 

Gcncral Requirements: 

Detailed Procedures Performed: 

Various costs are considered appropriate to be accounted for as capital. The following are some 
generic definitions of these costs: 

Capitalizable Costs - costs that are directly identifiable with specific PP&E. This includes 
incremental costs related to the acquisition, construction or improvement of capital assets. These 
costs singly or in combination with other assets wilt provide a future economic benefit that wilt 
contribute directly or indirectly to future net cash inflows. 

Direct Costs - costs which can be identified and directly attributed to a specific capital project for 
the acquisition or construction ofPP&E. These costs can be readily identified and are itemized 
by nalTIe and amount. Examples are direct labor, direct material, and direct equipment costs. 

Direct Labor Cost - labor cost which can be identified and directly attributed to a specific capital 
project for the acquisition or construction ofPP&E. The cost components are basic wage/salary 
rate, shifi premiums, fringe betwfits and overtime premiums. 

Direct Material Cost - material cost which can be identified and directly attributed to a specific 
capital project for the acquisition or construction ofPP&E. These costs include inventory loading 
cost, freight, transportation, and applicable taxes associated with the material. 

Probable -lh~ fU!l!r~ ~~~.n! 2~~\~C~1t.!>~a~e~I!~e!x-. t9_0~~l!:,·.'.. A ~ajJ!t~IYl·9.i~~tJ21:..t~~ ~~CU:lisit!O!1_o1' __ ",,,,/ 
construction ofPP&E is probable whcn: 1) proper management approval as specified by the 

'" -{ Formatted: No underline 
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LG&E and KU Energy LLC Accounting Policy and Procedures 

650 - Capital- Additions and Retirements Policy and Procedures 

Date -3./J-J-.lHlO/071l1 
Page20fll 

authority limits matrix is obtained in writing, 2) financial resources are available to fund the 
project, and 3) any regulatory requirements can likely be met. 

IndirecUOycrhead Costs - costs which generally are not directly attributable to a specific capital 
project for the acquisition or construction ofPP&E. 

Capital projects generally follow a timeline and progress through the following stages of 
acquiring or constructing an asset: 

• Preliminary Stage - the period during which the acquisition or construction of specific 
PP&E is being evaluated. Feasibility studies often occur during this stage. At this stage 
the project is not yet approved by Management and all costs are expensed as incurred. 
The only capitalizable costs are payments to obtain an option to purchase PP&E. 

• Preacquisition Stage - the acquisition or construction of specific PP&E is deemed 
probable at this time, so appropriate costs can be capitalized. Only those costs that are 
directly identifiable to the asset are capitalized. Activities often include zoning, 
surveying, and engineering studies. 

Directly identifiable costs include: 

• incremental direct costs incurred in transactions with a third party often include an 
clement of the third party's administrative overhead. That element is considered to be 
an incremental direct cost and should be capitalized. 

• labor and burden costs related to time spent on specified activities performed by the 
entity during this stage. 

• depreciation of machinery and equipment used directly in the construction or 
installation ofPP&E and incremental costs directly associated with the utilization of 
that machinery and equipment during this stage. 

• inventory (including spare parts) used directly in the construction or installation of 
PP&E. 

• payment to obtain an option to acquire PP&E. 

NOTE: Costs that are capitalized during the preliminary and preacquisition stages will be 
added to the basis of the asset acquired or constructed. If the likelihood no longer exists 
that the asset will be acquired or constructed, capitalized costs should be reduced to the 
lower of cost or fair value less cost to sell. 
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• Acquisition or Construction Stage - the acquisition or construction activities occur that 
are necessary to get the PP&E ready for its intended use. This is the stage when the 
business entity acquires ownership ofthc assets or rights to the assets. It continues until 
the asset is acquired or until completion of all major construction and installation 
activities. Tfthe asset is constructed in phases, it can be divided into multiple projects as 
long as the phases can be operated independently from the projects that are incomplete. 
Capitalized interest, if applicable, begins during this stage (sec AFUDC Policy and 
Procedures). Costs directly identifiable related to the asset during this stage can be 
capitalized. Examples are listed below: 

• labor and burden costs related to time spent on specified activities performed by the 
entity during this stage. 

• depreciation of machinery and equipment used directly in the construction or 
installation ofPP&E and incremental costs directly associated with the utilization of 
that machinery and equipment during this stage. 

• inventory (including spare parts) used directly in the construction or installation of 
PP&E. 

• payment to obtain an option to acquire PP&E. 
• incremental direct costs incurred in transactions with a third party often include an 

element of the third party's administrative overhead. That element is considered to be 
an incremental direct cost and should be capitalized. 

• for real estate, costs incurred for property taxes, insurance and ground rentals are 
capitalizable during the time that activities are necessary to get the asset ready for its 
intended use arc in progress. The cost of demolition that occurs with the acquisition 
ofreal estate is capitalized during a reasonable period of time thereafter. 

• In-Service Stage - PP&E is substantially complete and ready for its intended use. 
Capitalized interest, ifany, ceases (see AFUDC Policy and Procedures) and depreciation 
commences at this stage. Costs that are incurred during this stage can be as follows: 

• repair and maintenance - expensed as incurred. 
• replacement of existing components ofPP&E - capitalized under the guidelines of the 

FERC Uniform System of accounts. 
• additional components to PP&E- follow the capitalization criteria set forth in the first 

three stages within this policy. 

NOTE: Major maintenance activities may include costs related to replacements ofPP&E 
and should be capitalized (when incurred and not accrued) according to the FERC 
Uniform System of Accounts. Additions to PP&E should follow the capitalization criteria 
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650 ~ Capital - Additions and Retirements Policy and Procedures 

set forth in first three stages within this policy. All other maintenance costs should be 
expensed as incurred. 

Refer to Appendix A ~ Summary of Accounting, for morc details on accounting for 
specific types of costs. 

LKE and its subsidiaries have historically applied the standards of the Federal Energy 
Regulatory Commission ("FERe') and other regulators in their accounting practices when 
making capital versus expense determinations. It has been LKE's practice is to capitalize the 
following: 

}> Direct costs related to asset construction - costs directly charged such as labor, 
purchased material, contractors and inventory. 

~ Burden Cost Component - cost that can NOT be directly charged. Examples of 
burdens include pensions, insurance, payroll taxes and other labor related costs. 

)i;> A portion of indirect overheads directly attributable to capital activities -including 
Administrative and General Expense-Transferred ("A&G") and Engineering, 
\Varehouse and Transportation Overheads. A&G is an allocation from Operation 
and Maintenance to Capital which allocates labor and expenses of employees that 
support the capital process but do not work directly on a particular capital project. 
These costs can be capitalized pel' the Code of Federal Regulations and have been 
deemed recoverable in rates by the various regulating entities. 

According to the Corporate Capital Policy guidelines, projects with a total cost of $2,000 01' less 
will be expensed, and any Authorization for Investment Proposal ("AlP") that is received for $2,000 
or less is returned to the Project Manager with an explanation. All other capital expenditures are 
subject to mandatory capitalization. All fixed assets are recorded at cost as mandated by the 
FERC. When the requestor completes preparation of the AlP for capital expenditures in 
PowerPlant, appropriate authority must be achieved based on the Authority Limits tvfatrix. The 
preparer sends the electronic AlP for approval via PowerPlant. At the point the AlP is received 
by Property Accounting for approval, the Accounting Analyst reviews the AlP for appropriate 
budget funding, approvals, and whether the described expenditure is indeed a capital 
expenditure. If the AlP passes review, the Accounting Analyst approves the project in 
PowerPlant. Should the AlP not pass review, the Accounting Analyst has the option to request 
additional information or reject the AW. If the AlP is rejected the approval process starts all 
over. 

To ensure timely capitalization and retirement of projects, a report, referred to as the 90-Day 
Report, is generated on a quarterly basis identifying capital and cost of removal projects which 
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are in "open" status but having no activity for 90 days or more. This report is sent to every line 
of business Budget Coordinator with a request to update the project with either in-service or 
completion dates or verify that the project is still active. If the project is complete, the Property 
Accounting Department will capitalize it or process a retirement in a timely matter. 

Monthly, a report called the "Job Log" is generated identifying all capital projects, which arc in 
"completedH 01' \'closed" status with no activity for 90 days or more. The purpose of this report 
is to identify projects eligible for capitalization/retirement. The report is saved on the Property 
Accounting Department shared drive (propacct on '[s2':\ POWER PLANT 
CLASSIFICATIONIJob Logs\Current Year Job LogSlCurrent Month Year Company Job Log). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the 'York Order Analysis Checklist 
posted on the Property Accounting Department's shared drive (propacct on 'fs2':\PO'VER 
PLANT CLASSIFICATIONlWork Order Analysis Checklist) to aid in the capitalization and 
retirement process. This checklist ensures that fixed asset records are processed consistently by 
all Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements. The capitalization process includes the following: 

• Review Authorization for Investment Proposal ("AlP"). 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized. If the variance compared to the original AlP 
is lO% or $100,000 over; (whichever is less, subject to a minimum of $25,000), a revised 
AlP must be completed as soon as possible. 

• Review all project charges to ensure that all charges should be properly capitalized or 
classified as cost of removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

Transaction processing is accomplished in PowerPlant with a combination of matlllal and 
automated processes as documented in the PowerPlant User Guides maintained in PowerPlant. 
The Accounting Analyst creates 1l1anual as-builts in PowerPlant for all non-mass property. Mass 
property such as utility poles, crossarms etc., is unitized through an automated as-built process. 
In both processes, costs charged to capital projects are distributed automatically by the system 
based on units of property established by the analyst in the case of manual as-builts, and those 
established from inventory transactions in the case of automated as-builts. The Accounting 
Analyst again verifies the segmentation is correct and assigns the asset to a segmented plant 
account pursuant to PERC regUlations. 

The retirement process includes the following: 
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• Review AlP and the associated retirement/salvage information to determine if a 
retirement is listed or should be listed based on a description of the project (Le., if a 
project addition is to replace an asset a retirement should be listed). The Accounting 
Analyst will question the responsible Budget Analyst if retirements are not listed where it 
appears they should be. 

• Review all project removal charges in the Cost Repository Report - Actual Cost 
("RWIP"). 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the HePR Retire H function. Costs charged to retirement projects are 
distributed automatically by the system based on units of property, established by the analyst in 
the case of manual as~bunts and those established from inventory transactions in the case of 
automated as~builts. 

Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management system. 

In order to insure that potential large dollar retirements are properly recorded in the financial 
records. it may be necessary to record a "preliminary retirement." A preliminary retirement is 
defined as an Hestimated asset cost retired at the time the replacement asset is put into service." 
A preliminary retirement is entered into PowerPlant when an asset has been placed into service 
but is not yet eligible for final unitization due to timing issues. etc. The following guidelines 
arc used to determine whether a preliminary retirement is necessary: 

• The project is in In-Service Status lor Completed Status - not but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250.000 

Preliminary retirements will be processed during the 'mid' month (February. April. August and ..-. -­
November) or each quarter. 

In order to minimize record keeping requkements, equipment in cel1ain General Plant accounts 
are amortized (office furniture and equipment, stores equipment, tools, shop equipment, garage 
equipment and laboratory equipment). These assets are retired when the assets become fully 
depreciated based on their in~service date and depreciable lives. For equipment in these 
accounts, AlP reporting for retirements is not necessary. 

For both additions and retirements, PowerPlant validation rules prevent the Analyst from 
choosing invalid units of property, plant accounts and business segment combinations in order to 
prevent inCOlrect data fi'Om being entered. An ell'OI' message is generated in the event of an 
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invalid combination and the Analyst must correct the error before proceeding. In addition, 
mandatory input fields arc required including in service dates, tax districts, locations, units of 
property, etc. PowerPlant does not allow the posting of assets with incomplete data fields. 

After the Accounting Analyst creates the aSMbuilts in PowerPJallt and performs the process "Send 
to CPR", the work is reviewed as a final check to ensure additions and retirements are compliant 
with the various accounting rules (FERC, Company guidelines, etc.) by the Accounting Analyst 
or other designee. After the review and approval process is completed, relevant data including 
project number, amount added or retired, cost of removal, salvage amount, and the analyst's 
initials are entered into the PowerPlant Classification Spreadsheet maintained on the Property 
Accounting shared drive (propacct on 'fs2':\POWER PLANT CLASSIFICATION\Current Year 
ClassIASBUILTS-INPUT-MONTH YEAR). The spreadsheet calculates a control total of all 
additions, retirements, removal and salvage costs entered by Accounting Analysts during the 
month. The as-built folder is then passed to the analyst responsible for the monthly system 
closing process for posting. 

The Accounting Analyst responsible for the closing process begins the process by sending an 
email to all Propetiy Accounting personnel toward the end of the accounting period informing 
them of the last day to unitize assets for the current period. The Accounting Analyst then runs 
the PowerPlatlt processes to post all acquisitions for assets and retirements. To verify the 
accUl'acy and completeness of the data, monthly the Accounting Analyst reconciles all addition 
and retirement postings in the general ledger to control totals in the PowerPlant Classification 
Spreadsheet (I:\POWER PLANT CLASSIFICATION\Current Year ClassIASBUILTS-INPUT­
MONTH YEAR). Discrepancies are investigated and cleared as discovered. Once all totals are 
reconciled, the Accounting Analyst runs the depreciation calculations. PowerPlant automatically 
generates entries for gains and losses on non-mass propel1y which are then checked for 
correctness by the Accounting Analyst. The monthly reconciliation and closing process is then 
completed. Procedures are documented in the l'Property Accounting Monthly Closing 
Procedures". These procedures are maintained by the Accounting Analyst to ensure accurate 
monthly financial closing. The Accounting Analyst maintains all supporting documentation in 
binders stored in the Propet1y Accounting Department. During the closing process, the 
Accounting Analyst uses a closing checklist saved all the Property Accounting Shared Drive 
(propacct on 'fs2':\Closing\Closing RepOlts\PP Closing Chccklist) to ensure that all steps are 
completed. 

Reports Generated and Recipients: 

• 90-Day Report sent to the Budget Coordinators 
• Job Log repOlt accessible to Property Accounting on the fs2:\\propacct shared drive 
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• Plant Additions and Retirement Report - PowerPlant Classification Spreadsheet 
accessible to Property Accounting on the fs2:\\propacct shared drive 

• Cost Repository Report - Actual Cost (RWIP) accessible to Propeliy Accounting in 
Powel'Plant 

Additional Controls or Respollslbllity Provided by Other Procedures: 

• General ledger debits and credits for Account 101 Plant in Service should tie to the 
additions and retirements. 

• Budget Coordinators, Financial Planning personnel and Accounting Analysts review 
AlPs to confirm assets are to be capitalized. 

Regulatory Requiremellts: 
• PERC Accounting Guidelines 

Reference: 
• Code of Federal Regulations 18 Part 101 Electric Plant Instructions 
• Financial Accounting Standards Board (HFASB") Accounting Standards Codification 

("ASC") Topic 360 - Property, Plant and Equipment 
• F ASB ASC Topic 720 - Other Expenses 
• F ASB ASC Topic 970 - Real Estate 
• FASB ASC Topic 980- Regulated Operations 

COl'l'esponding PPL Policy No. and Name: 

602 ~ Accounting Guidelines for Capitalizing Costs for the Acquisition or Construction of 
Propel"ty, Plant and Equipment 
612 ~ Accounting for Capital Office Furniture, Tool, and Equipment 
616 - Accounting for Leaseholds and Improvements 

Key Contact: Manager, Propel1y Accounting 

Administrative Responsibility: Director, Accounting and Regulatory Reporting 

Date Created: lll24/04 
Dales Revised: lO/l/200B, 6/l5/l0; 1210l/l0; 3/3l/II. 10/07111 
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Appendix 11- Summary of Accounting 

Type of Work Capital Expense 
Deferred Comments 
Charges 

Preliminary Stage (pre-probable) 
Internal/external costs of developers working to 

X 
facilitate project negotiation and statt up 
Internallexternallegal fees to draft letters of intent and 

X purchase agreements 
Travel expenses of internal/external developers and 
other company personnel to conduct negotiations with X 
other parties and review project 

Salaries/consultant fees to review or develop models 
X 

of projected cash flows/operations 

Payment to obtain an option to acquire PP&E 
X 

Preacquisitioll Stage (Project is deemed probable) 
& Construction Stage 
Payment to acquire a site permit and license when 

X A directly identifiable to the properly 
InternaVexternallegal fees for 

X B Operational/Commcrcial contracts 
Internal/external legal fees for litigation proceedings 

X B related to PP&E 
Internal/external legal fces for condemnations 
proceedings, including court and counsel costs for X 
land and land righls 
InternaVexternal legal fees for environmental 

X C activities directly related to PP&E 
Internal/external fees for incorporation related to a 

X 
regulated entity 
Salaries of developers, legal counsel and other 
Company personnel working to facilitate obtaining a 

X site permit and license when directly identifiable to D 
the activity 
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Intemal salaries to negotiate and secure specific 
X project financing 

Payment to obtain an option to acquire PP&E X 

External fees to negotiate and secure project financing X 

Incremental direct costs with independent third parties 
X for specific PP&E 

External consulting fees such as architechtral and 
X 

engineering studies 
Real estate legal and title fees X 
Real estate surveying fees, appraisal, negotiation fees, 

X E site preparation, and damage payments (e.g. crops) 
Directly related employee salat)' and benefit costs X 
Environmental compliance and due diligence in areas 

X F directly related to PP&E 
Building demolition costs X G 
Internal direct costs of constructing the asset, 

X 
including labor 
Depreciation and incremental costs of directly related 

X 
equipment 
Internal costs to develop software at site 
(subject to Polic), 615 - Hardware and Software X 
Capitalization Policy and Procedure) 
Costs of materials to build the plant, including 

X 
acquisition of inventory and contract labor 
Costs reduced for liquidating damages X H 
Inventory ( including spare patis) used directly 

X 
in acquisition or construction ofPP&E 
Incremental costs associated with field office 

X maintained during construction 
Costs to identify and hire operating and administrative 

X personnel on-site 
Internal/external costs to conduct training, including 

X training on internally developed or acquired software 
Interest expense incurred on debt incurred to finance 

X 
acquisition (subject to limitations) 
Property taxes and insmancc X I 
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Post Constl'uctionlPl'e-opel'ation 
Costs to test plant X J 

Synchronization of plant to grid X K 

O&M contractor costs X 
Administrative costs such as rent, utilities, etc. X 

Commellts: 

A. 

B. 
C. 

D. 

E. 

F. 

G. 

H. 

J. 

J. 

K. 

NOTE: 

Capitalize only if all conditions are met: costs arc directly identifiable to the specific 
property, costs would be capitalized if the prOpclty were acquired, and acquisition of 
the property is probable. 
Capitalize only if directly idcntifiable to a capital project. 
Examples of activities include licensing, air and water permitting, site acquisitions, 
and all other studies required by regulatory and environmental agencies as a pre­
condition to permit issuance. 
Limited to time spent on a specific pennitl1icense. Not time exploring several 
possible sites; costs should not be significant. 
Costs include professional fees of engineers, attorneys, appraisers, and financial 
advisors, etc. 
Areas include hazardous material and waste management, pollution prevention, 
environmental permitting & impact analysis, and regulated licensing/renewals 
Capitalize if the demolition is probable upon purchase and occurs within 
approximately one year after and classify as land. 
Liquidating damages an entity receives because a third party did not deliver or 
complete construction by a contractual specified date. 
Costs incurred for property taxes associated with real estate alld insurance shall be 
capitalized as property cost only during periods in which activities necessary to get 
the property ready for its intended use are in progress. 
Credit test power revenues against capital cost. Need to distinguish true testing from 
start up activities. Start up losses should be expensed. 
Extensive connection delays 01' rework expenses must be expensed. Need to 
distinguish from statt up activities. Start up losses should be expensed. 

Examples above are not an exhaustive list of all expenditures that may be capitalized. 
Contact Propet1y Accounting with any questions. 
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PPL ccmpanle-s 
~ 
Transaction: 
Transaction Owner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.01- Acquisitions, Disposals and Retirement 
Manager, property Accounting 
Director, Accounting and Regulatory Reporting 
lG&E, KU, lKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
completely and accurately. 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed. 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting in 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the financial statements. 
Additions to or disposals of fixed assets may be recorded at the wrong amounts. 

4 Additions to or disposals of fixed assets recorded in PowerPlant may not be transferred to the 
general ledger completely or accurately. 

5 Additions to or disposals of fixed assets may not be recorded In the proper accounting period. 
6 Asset retirement obligations (AROs) may not be identified and recorded accurately or completely. 
7 Gains/losses on disposals of assets may not be calculated correctly. 
8 Spreadsheet risk - a standard risk will be written by S-OX Compliance 
9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 
Authorization for acquisitions and disposals: Authorizations for investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority limit Matrix and the Corporate Capital Policy. 

#2 I Key I Risk: 1,2 I Event-driven I Semi-Automated I Preventive I V 
Change of specifications; A revised AlP must be submitted by the project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 
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#3 _I Key L Risk: 2,5 L Quarterly 1 Semi-Automated 1 Preventive 1 C, A, V 
Activated costs for construction/cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
Identifying capital and cost of removal projects which are in "open" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of business budget coordinator with a 
request to update the project with either "in-service" or "completlonJi dates or verify that the project is 
still active, 

#4 I Key I Risk: 2,5 I Monthly I Semi-Automated I Detective r C, AI V 
Capitalization/Retirement eliqibfe profects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are in "completed" or "dosed" status with no 
activity for 90 days or more. The purpose of this report is to identify projects eligible for 
capitalization/retirement. 

#5 1 Key 1 Risk: 3 1 Daily 1 Semi-Automated 1 Detective I C, A, V 
Caoitallzation/Disposals affixed assets: After the Accounting Analyst creates the as-builts in PowerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidelines, etc.) by the designated Accounting Analyst. 

#6 I Key I Risk: 3 I Event -driven I Manual I Preventive I C, AI V 
Work Order Analysis Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted 
on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the finanCial statements. 

#7 I Key I Risk: 4,5,7 I Monthly I Manual j Preventive I C, A 
Closing Checklist: During the dosing process, the Power Plant Application Access Reviewer uses a closing 
checklist saved on the Property Accounting Shared Drive (propacct on 'fs2':\Closing\Closing Reports\PP 
Closing Checklist) to ensure that all steps are completed. 

#8 J Key 1 Risk: 4,5 ~Monthly .I Semi-Automated I Detective I C, A 
Period closing activities: To verify the accuracy and completeness of the data, monthly the PowerPlant 
Application Access Reviewer reconciles all addition and retirement postings In the general ledger to 
control totals In the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
ClASSlfICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). 

#9 1 Key 1 Risk: 6 1 Event-driven I Manual I Preventive I C, A, V 
ARO Review for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project Is identified as having the potential to require 
an ARC, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO accounting for 
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further action. The Accounting Analyst in charge of ARO accounting reviews the AlP and if appropriate, 
contacts the legal and Environmental personnel who will make the final determination of the need to 
establish an ARO based upon review of existing legal documents including laws, statutes, contracts, 
permits, certificates of need, right of way agreements and environmental regulations. 

nl0 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARO RevIew for Disposals: If there is a possibility of an ARO, the original AlP Is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must ensure that the cost of removal is being properly accounted for. The Accounting Analyst in charge 
of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper accounting is 
associated with the project's set up in Oracle and makes corrections as necessary. 

Ongoing Manual Preventive C,A,V,R 
Spreadsheet Controls: Reference control activity number 1 on 80.10 - GenerallCFR 

n12 L Key J Risk: 9 I. Quarterly I. Manual J Preventive I R 
RestrictedAccess to Network Shared Drives: Reference control activity number 2 on 80.10 - General 
lefR 

Process Description: 

A mUlti-year Capital Investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to inform senior management of future capital-spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of lG&E and KU Energy LlC, including the Chief Financial Officer (CFO), Chief Executive Officer (CEO), 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the multi-year Capital Investment Plan, each OBU will review 
ail current-year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be In process at year-end, but not complete, it must be included in the following year's 
multi-year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified In the budgeting process, they are still subject to the 
Authority Limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the Investment Committee must approve all projects greater than $1 million to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority limit Matrix and the Corporate Capital Policy. [eA 11 Projects are not 
considered approved until appropriate approvals are obtained. 
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The AlP Is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Policy details the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. ICA 2] When it 
is apparent that the amount approved on the original AlP will be insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts in Property Accounting are notified via email as projects are ready for approval. 
The AlP information is used to help the Accounting Analysts evaluate if an AlP is In compliance with the 
Corporate Capital Policy guidelines. If it is incomplete or does not comply with the Capital Policy 
guidelines, the Accounting Analyst will reject the AlP and it will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO associated with the retirement of 
an asset. If there is no ARO qualification for the retirement of an asset and the capltaVcost of removal 
expenditure total matches the amount stated in the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst in 
charge of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper 
accounting Is associated with the project's setup in PowerPlant and makes corrections as necessary. 
[CA 10] The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage information, are available to all employees via the company 
intranet. 

Some capital asset additions necessitate the creation of an ARO If there Is a legal or environmental 
obligation to remove the asset or dispose of It in a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine If the need for an ARO may exist. If 
the project is identified as having the potential to require an ARO, a copy of the AlP is forwarded to the 
Accounting Analyst in charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the Legal and Environmental personnel 
who will make the final determination of the need to establish an ARO based upon review of existing 
legal documents induding laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations. rCA 9] 

On a quarterly basis, Property Accounting will distribute ARO questionnaires and receive replies from 
Legal, Environmental and the Budget Managers for each operating line of business regarding any 
revisions of or additions to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARO is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel (operating units, legal, Environmental, etc.) and the present value 
of the future retirement obligation Is calculated in accordance with guidelines under FASB Accounting 
Standards Codification (ASq Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB Interpretation No. 47). 

Each month, the Accounting Analyst in charge of ARO accounting reviews the charges incurred for the 
ARO cost of removal for reasonableness, and If necessary, follows up with field personnel with 
questions. - Additionallv the Accounting Analyst will review reports for account 254-Regulatorv 
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liability-ARO for any new ARO asset activity. This account contains the accumulated cost of 
removal/salvage on the underlying "parent" assets which give rise to the ARO liability. Any new or 
unexpected activity in this account will be investigated by the Analvst to ascertain whether the 
associated ARO liability has been established. Any issues or problems will be addressed. 

Occasionally, due to business needs such as equipment failures and emergenc1es, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one of following approvals must be received: 

1} Property Accounting must receive email approval from the highest level of Lines of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
unbudgeted project, approval from Financial Planning will be required for the early activation, as 
indicated in the Corporate Capital Policy. The approval request email should Include the following 
information: 1) Project Number; ii) Project Description; iii) Total Project amount; Iv) Name of the 
individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
un budgeted spending. 

Or 

2) In the event the project has been previously approved by the investment Committee, the above 
email from the highest LOB authority would not be required. Instead, verification from the Financial 
Planning Department that the project had Indeed been approved by the Investment Committee would 
be suffiCient approval. 

Additionally, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project in order for the project to be 
moved to "open" status in PowerPlant. Within 10 business days of the early activation, the AlP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department will maintain a log of Early Activated projects, and copies of the 
email approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated in capital and retirement projects as a result of manual journal entries and 
automated accounts payable, inventory and labor transactions. Burdens are automatically induded as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
Narratives for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC). 

To ensure timely capitalization and retirement of projects, a report is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis identifying capital and cost of removal projects which 
are in "open" or "in-service" status but having no activity for 90 days or more. This report is sent to 

PageSof9 

Attachment to Response to KU AG-1 Question No. 201 
Page 422 of 1014 
Charnas



every line of business budget coordinator with a request to update the project with either "in-service" 
or Itcompletion" dates or verify that the project is still active. [eA 3] If the project is complete, the 
Property Accounting Department will capitalize it or process a retirement In a ttmely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report called the "Job log" 
identifying all capital projects, which are in "completed" or "closed" status with no activity for 90 days or 
more. The purpose of this report is to identify projects eligible for capitalization/retirement. [eA 4] The 
report is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job logs\Current Year Job logs\Current Month Year\Company Job log - Month Year). 

During the accounting period, Accounting Analysts select projects from the Job log for 
capitalization/retirement. The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. [eA 6] The capitalization process 
includes the following: 

• Review AlP. 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs. Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process Includes the following: 

• Review AlP and the associated retirement/salvage Information. 
• Review project removal charges in the Cost Repository Report - Actual Cost (RWIP). 

Transaction processing is accomplished in PowerPlant with a combination of manual and automated 
processes as documented in the PowerPlant User Guides maintained in PowerPlant. The Accounting 
Analyst creates manual as-builts, In PowerPlant for all non-mass property. Mass property such as utility 
poles, crossarms etc., are unitized through an automated as-bullt process. In both processes, costs 
charged to capital projects are distributed automatical1y by the system based on units of property, 
established by the Accounting Analyst in the case of manual as-builts and those established from 
inventory transactions in the case of automated as-builts. The Property Accounting Analyst again 
verifies the segmentation is correct and assigns the asset to a segmented plant account pursuant to 
FERC regulations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatical1y by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-bullts and those established from Inventory transactions in the case of automated as­
builts. 
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Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System. 

In order to insure that potential large dollar retirements are properly recorded in the financial records. it 

may be necessary to record a "preliminary retirement." A preliminary retirement is defined as an 

"estimated asset cost retired at the time the replacement asset is put into service." A preliminary 

retirement is entered into Power Plant when an asset has been placed into service but is not yet eligible 

for final unitization due to timing issues. etc. The following guidelines are used to determine whether a 

preliminary retirement is necessary: 

• The protect Is in In-Service Status lor Completed Status - not but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250.000 

Preliminarv retirements will be processed during the 'mid' month (February. April. August and 

November) of each quarter. 

Partial retirements are made from an existing asset. When a retirement asset is a component of an 
existing asset, the Handy Whitman Index is used to determine retired costs. Through reverse 
interpolation, the factors in this Index calculate historical retirement amounts based on current 
spending. Handy Whitman Indexes are received bi-annually from the vendor and are uploaded into the 
PowerPlant system. These system updates are checked as part of the monthly closing process. 

In order to prevent incorrect data from being entered, Power Plant validation rules prevent the analyst 
from choosing invalid units of property, plant accounts and business segment combinations. An error 
message Is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including in service dates, 
tax districts, locations, units of property, etc, PowerPlant does not allow the posting of assets with 
incomplete data fields. 

After the Accounting Analyst creates the as-builts in Power Plant and performs the process "Send to 
CPR", the work Is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. rCA 5] 
After the review and approval process is completed/ relevant data including project number, amount 
added or retired, cost of removal/ salvage amount, and the analyst's initials are entered into the 
PowerPlant Classification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'ls2':\POWER PLANT ClASSIFICATION\Current Year Class\ASBUILTS-INPUT-MONTH YEAR). The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the dosing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period Informing them of the last day 
to unitize assets for the current period, The PowerPlant Application Access Reviewer then runs the 
Power Plant processes to post all acquisitions for assets and retirements. [n order to ensure that 
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potentiallarge dollar retirements are processed, the PowerPlant Application Access Reviewer will 
review quarterly any projects that are In service, but not unitized and have potential retirements. 
Preliminary retirement information will be added to the workorder in Power Plant for projects where a 
preliminary retirement is required. To verify the accuracy and completeness of the data, monthly the 
PowerPlant Application Access Reviewer reconciles all addition and retirement postings in the general 
ledger to control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). leA 8] Discrepancies are 
investigated and cleared as discovered. Once all totals are reconciled, the PowerPlant Application 
Access Reviewer runs the depreciation calculations. PowerPlant automatically generates entries for 
gains and losses on non-mass property which are then checked for correctness by the PowerPlant 
Application Access Reviewer. The monthly reconciliation and closing process is then completed. 
Procedures are documented in the "Property Accounting Monthly Closing Procedures". These 
procedures are maintained by the PowerPlant Access Reviewer to ensure accurate monthly financial 
dosing. The Power Plant Application Access Reviewer maintains all supporting documentation in binders 
stored in the Property Accounting Department. During the closing process, the PowerPlant Application 
Access Reviewer uses a closing checklist saved on the Property Accounting Shared Drive (propacct on 
'fs2':\Closing\Closing Reports\PP Closing Checklist) to ensure that all steps are completed. rCA 7J 

Each month, an Accounting Analyst reconciles the account balances between Power Plant and the 
General Ledger to ensure the Subsidiary ledger and the General ledger are in balance. Reference CA #7 
in the 80.05 - Closing and Account Reconciliation Narrative. 

On a quarterly basis, the Power Plant Application Access Reviewer reviews a list of PowerPlant users 
assigned to a Property Accounting Security Group to ensure that there are no unauthorized users. 
Based upon review results, security groups can be reassigned or individuals can be deleted from a group 
or groups. Reference CA #1 in the 40.03 - PowerPlant Application Security Narrative. 

Relevant spreadsheets have been Identified and assessed regarding use (Analytical, Financial, and 
Operational) and complexity (High, Medium, and LOW). The necessary level of controls over 
spreadsheets is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the Comprehensive Spreadsheet Policy. Sarbanes-Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its SharePoint site. rCA 11] 

Access to the Company's network shared drives that contain financial data is restricted. A quarterly 
review of access rights to the network shared drives is performed to ensure that access is restricted to 
only users with a valid business need. rCA 12] 

Information Processing Objectives (CAVR) 

Completeness: All transactions that occur are processed once and only once; duplicate entries are 
identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy: Transactions are recorded at the correct amount In the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 

Validity; Only authorized economic events that actually occurred and relate to lG&E and KU Energy lLC 
and Its' subsidiaries are recorded. 
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Restricted Access: Data is protected against unauthorized amendments and access to confidential data 
and phySical assets are appropriately restricted to authorized personnel. 
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Crescente, Angela 

From: Charnas, Shannon 
Sent: 
To: 

Friday, October 07, 2011 5:24 PM 
'Jennifer.Beneke@ey.com'; 'Maggie.Garrison@ey.com' 

Cc: Scott, Valerie; Shelton, Debbie; Wiseman, Sara; Crescente, Angela; Kelly, Mimi; Pienaar, 
Lesley; Hickman, James 

Subject: RE: Error assessment memo 

Attached are some revisions to the memo. I have included a clean and tracked changes version from the original I sent. 

~ ~ 
ARO (TG Joint ARO (TG Joint 

Use and Gas T ra ... Use and Gas T ra ... 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 

From: Charnas, Shannon 
Sent: Thursday, October 06,20113:18 PM 
To: 'Jennifer.Beneke@ey.com'; 'Maggie.Garrison@ey.com' 
Cc: Scott, Valerie; Shelton, Debbie; Wiseman, Sara; Crescente, Angela; Kelly, Mimi; Pienaar, Lesley 
Subject: Error assessment memo 

Attached is an error assessment memo related to AROs for TC2 joint use assets and Transmission gas mains. The impact 
is on the balance sheet only. Please let me know if you have any questions. 

Thanks, « File: ARO (TC2 Joint Use and Gas Trans).docx» 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E and KU 
(502) 627-4978 

1 
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personnel and resulted in fhrther discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Contl'Ols Impacted 

Th~ifr-_ error;, isare determined to be an observationdeficiencics as the error],! only resulteEl in 
Balance Sheet-adjustll1ents were the result of controls that were not operating effectively and 
were not able to identify the misstatements. 

Cycle 40.01-Acquisitions, Disposals and Retirement, Control Activity #9 states HARD Review 
fiJI' Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for fmiher action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, certificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer of these AROs from LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO enol' from occurring in the future, Propeliy Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin l11nning repolis detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to asceliain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this repoli and keep it with the monthly account 
reconciliations. 

In an eff0l1 to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
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training will be an opportunity to explain the importance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

Quantitative Assessment -- Adjustment to Amounts Reported on Finallcial Statements (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 105 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 

The following table shows the financial statement lines affected ($ millions): 
3/3112011 

LG&E KU 

ARO Adjustment .7 3.7 
Regulated Assets 2,832 4,361 
Percentage 0.02% 0.08% 

ARO Adjustment (0.1) 0.1 
Accumulated Depreciation 44 54 
Percentage -0.23% 0.19% 

6/30/2011 
LG&E KU 

.7 3.7 
2,,868 4,410 
0.02% 0.08% 

(0.1) 0.1 
68 90 

-0.15% 0.11% 
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3/31/2011 6/30/2011 
LG&E KU LG&E KU 

ARO Adjustment (0.3) 0.2 (0.3) 0.2 
Regulatory Assets 149 113 363 227 
Percentage -0.20% 0.18% -0.08% 0.09% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Asset Retirement Obligations 49 54 50 55 
Percentage 1.02% 7.04% 1.00% 6.91% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Total Deferred Credits and Other Noncurrent Liabilities 1,220 1,256 1,244 1,286 
Percentage 0.04% 0.30% 0.04% 0.30% 

Qualitative Assessmellt 

In Topic 1 - M, "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - No, there is no income statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - No, there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 
Response - No, there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 
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(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB ASS defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet impOliant enough to merit attention by those responsible for 
oversight of the company's financial repoliing." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 
The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Conection of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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PPL companIes 

MEMORANDUM 

Date: October 5, 20 II 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Repoliing 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Error 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quarter of2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount reported was 
not identified as transmission or distribution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum ofthe new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AROs were re-valued at November 1,2010 as pati of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability for TC2 (in 
mHtkmthousands $): 

Begitming Balance ARO Liability (1) 

Reversal ofLG&E's ARO 

Establishment of new AROs 

January-August Accretion Activity 

Net September 2011 Activity (2) 

Ending Balance ARO Liability (1) + (2) 

LG&E 

7,589 

(7,589) 

3,969 

153 

(3,467) 

4,122 

3,664 

142 

3,806 

3,806 

Consolidated 

7,589 

(7,589) 

7,633 

295 

339 

7,928 

A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 totaling $3.9 million. 

How Error Was Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discussed the cash settlement payments made 
with field persOimel. It was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quarterly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. In the second quarter of 20 11, procedures relating to the ARO review were 
updated and a quarterly questionnaire was provided to field personnel to identify further issues 
that could trigger a revaluation of AROs. Also in the second qumier, the process was adjusted 
fmiher to ensure a detailed review of the AROs would be done every three years even if there 
was no triggering event. The implementation of the questiOimaire prompted questions from field 
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personnel and resulted in further discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

Th~is-_error;, isare determined to be an oBservaliondeficiencies as the error;, only resulted in 
Balance 8heet-adjustments were the result of controls that were not operating effectively and 
were not able to identify the misstatements. 

Cycle 40.0 I-Acquisitions, Disposals and Retirement, Control Activity #9 states HARD Review 
fOr Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for further action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Enviromnental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, celtificates of need, right of way agreements and 
enviroillilental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer ofthese AROs from LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process effective with the September 20 I I financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running repOlts detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to asceltain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will il11l11ediately address any issues or problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

In an effort to ensure that any future gas transmission main activity will be properly 
communicated, Propelty Accounting will conduct a training session with Gas personnel. This 
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training will be an opportunity to explain the importance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Pel'iods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

Quantitative Assessment -- Adjustment to Amounts Reported on Financial Statements (OOO's) 

6ME 06/30111 
Fin Stmt Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 105 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 

The following table shows the financial statement lines affected ($ millions): 
3/31/20 II 

LG&E KU 

ARO Adjustment .7 3.7 
Regulated Assets 2,832 4,361 
Percentage 0.02% 0.08% 

ARO Adjustment (0.1) 0.1 
Accumulated Depreciation 44 54 
Percentage -0.23% 0.19% 

6/30/2011 
LG&E KU 

.7 3.7 
2,,868 4,410 
0.02% 0.08% 

(0.1) 0.1 
68 90 

-0.15% 0.11% 
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3/31/2011 6/30/2011 
LG&E KU LG&E KU 

ARO Adjustment (0.3) 0.2 (0.3) 0.2 
RegulatOly Assets 149 113 363 227 
Percentage -0.20% 0.18% -0.08% 0.09% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Asset Retirement Obligations 49 54 50 55 
Percentage 1.02% 7.04% 1.00% 6.91% 

ARO Adjustment 0.5 3.8 0.5 3.8 
Total Deferred Credits and Other Noncurrent Liabilities 1,220 1,256 1,244 1,286 
Percentage 0.04% 0.30% 0.04% 0.30% 

Qualitative Assessment 

In Topic 1 - M, "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - No, there is no income statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - No, there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 
Response - No, there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 
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• Whether it involves concealment of an unlawful or fraudulent transaction. 
Response - No. 

Conelusion 011 Materiality Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line. However, the 
error was less than 1 % on the Total Defen'ed Credits and Other Noncurrent Liabilities balance 
sheet line. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Pel' the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting exists when the design 01' operation of a 
control does not allow management 01' employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

1 AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007-005. May 24. 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit firms and William F. 
Messier, jr. Professor, Georgia State University, December 20, 2004 
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(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB AS5 defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight ofthe company's financial reporting." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification ofthe ARO. 
The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of rep011ing the conection of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 

Subject: 

Charnas, Shannon 
Thursday, October 06, 20113:18 PM 
'Jennifer.Beneke@ey.com'; 'Maggie.Garrison@ey.com' 
Scott, Valerie; Shelton, Debbie; Wiseman, Sara; Crescente, Angela; Kelly, Mimi; Pienaar, 
Lesley 
Error assessment memo 

Attached is an error assessment memo related to AROs for T(2 joint use assets and Transmission gas mains. The impact 
is on the balance sheet only. Please let me know if you have any questions. 

Thanks, 

ARO (TO Joint 
Use and Gas Tra ... 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&EandKU 
(502) 627-4978 

1 
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MEMORANDUM 

Date: October 5, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Enol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quarter of2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount repOlted was 
not identified as transmission or distribution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly due 
to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AROs were re-valued at November 1, 2010 as part of the PPL acquisition. 
The table below illustrates the entries being made to the ARO liability for TC2 (in millions $): 

Beginning Balance ARO Liability (1) 

Reversal ofLG&E's ARO 

Establislunent of new AROs 

January-August Accretion Activity 

Net September 2011 Activity (2) 

Ending Balance ARO Liability (1) + (2) 

LG&E 

7,589 

(7,589) 

3,969 

153 

(3,467) 

4,122 

3,664 

142 

3,806 

3,806 

Consolidated 

7,589 

(7,589) 

7,633 

295 

339 

7,928 

A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 totaling $3.9 million. 

How Error Was Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discussed the cash settlement payments made 
with field perso1lllei. It was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field perso1lllel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quatlerly update on any new issues 
related to AROs, which is used to identifY triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. In the second quarter of201 1, procedures relating to the ARO review were 
updated and a quarterly questio1lllaire was provided to field perso1lllel to identifY further issues 
that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
further to ensure a detailed review of the AROs would be done every tIn'ee years even ifthere 
was no triggering event. The implementation of the questionnaire prompted questions from field 
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personnel and resulted in further discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

This error is determined to be an observation as the error only resulted in Balance Sheet 
adjustments. 

Cycle 40.0 I-Acquisitions, Disposals and Retirement, Control Activity #9 states HARD Review 
for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for fmiher action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, celiificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer ofthese AROs from LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion ofthe transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effOli to prevent the TC ARO error from occurring in the future, Propeliy Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin rmming reports detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this repOli and keep it with the monthly account 
reconciliations. 

In an effort to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
training will be an opportunity to explain the importance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 
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Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter Ql Q2 Q3 Q4 
2011 X X 
2010 
2009 

Quantitative Assessment -- Adjustment to Amounts Reported 011 Fil/(lIIcia/ Statements (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 

Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 105 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 

The following table shows the financial statement lines affected ($ millions): 
3/3112011 

LG&E KU 

ARO Adjustment .7 3.7 
Regulated Assets 2,832 4,361 
Percentage 0.02% 0.08% 

ARO Adjustment (0.1) 0.1 
Accumulated Depreciation 44 54 
Percentage -0.23% 0.19% 

ARO Adjustment (0.3) 0.2 
Regulatory Assets 149 113 
Percentage -0.20% 0.18% 

6/30/2011 
LG&E KU 

.7 3.7 
2.868 4,410 
0.02% 0.08% 

(0.1) 0.1 
68 90 

-0.15% 0.11% 

(0.3) 0.2 
363 227 

-0.08% 0.09% 
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3/31/2011 6/30/2011 

ARO Adjustment 
Asset Retirement Obligations 
Percentage 

ARO Adjustment 
Total Deferred Credits and Other Noncurrent Liabilities 
Percentage 

Qualitative Assessment 

LG&E KU 

0.5 
49 

1.02% 

0.5 
1,220 
0.04% 

3.8 
54 

7.04% 

3.8 
1,256 

0.30% 

LG&E KU 

0.5 3.8 
50 55 

1.00% 6.91% 

0.5 3.8 
1,244 1,286 
0.04% 0.30% 

In Topic I - M, "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - No, there is no income statement impact. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - No, there is no income statement impact. 

• Whether it changes a loss into income or vice versa. 
Response - No, there is no income statement impact. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fraudulent transaction. 
Response - No. 
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Conclusion 011 Matel'icllity Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 

This error impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line. However, the 
error was less than 1 % on the Total Deferred Credits and Other Noncurrent Liabilities balance 
sheet line. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Per the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial repOlting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

1 AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007-005, May 24,2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit firms and William F. 
Messier, jr. Professor, Georgia State University, December 20, 2004 
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Considering thc potential magnitude, and any mitigating controls, would a prudcnt official 
conclude that the deficiency is at least a significant deficiency with reganl to both the 
allnual and interim financial statements? PCAOB AS5 defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 
The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASC 250-10-45 Accounting Changes and Enol' Corrections - Presentation, 
Materiality Determination for Conection of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of reporting the correction of an enol', amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quatterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Charnas, Shannon 
Thursday, November 03,2011 5:13 PM 
Scott, Valerie; 'Maggie.Garrison@ey.com'; 'Jennifer.Beneke@ey.com' 
Wiseman, Sara; Crescente, Angela; Shelton, Debbie; Kelly, Mimi; Pienaar, Lesley 
Revised version of ARO error assessment memo 

Attached is a clean revised and final version of the ARO error assessment memo, which had some revisions following 
discussion with E&Y. If you have any questions, please let me know. 

Thanks, 

ARO (Tel Joint 
Use and Gas T ,a". 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 

1 
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MEMORANDUM 

Date: October 31, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sat'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Error 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quarter of2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount reported was 
not identified as transmission or distribution mains. Since the original adoption, neither the gas 
operations or the accounting persOlll1el realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 
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In September 2011, LG&E' s entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is primarily 
due to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AROs were re-valued at November 1,2010 as part of the PPL acquisition. 
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The table below illustrates the entries being made to the ARO related accounts for TC2 (in thousands $): 

Regulated Uti1i~ Plant Accumulated Dcereciation Regulatory Assets 
LG&E Kll ~~ LG&E Kll CQD~oliQlll.e.Q 1Q&E KU ~<tlli! 

Beginning Balance (A) (1) 7:155 7,255 (230) (230) 564 564 

Reversal ofTC ARO (7,255) (7,255) 
Reversal ofTe Depreciation 230 230 (230) (230) 
Reversal ofTC Accretion (334) (334) 
Establishment of new AROs 3,969 3,664 7,633 (114) (105) (219) 114 105 219 
January-August Accretion 153 142 295 
Net September 2011 Activity (2) (3,286) 3,664 378 116 (l05) 11 (297) 247 ( 50) 

Ending Balance (1)+(2) 3,969 3,664 7,633 _(ill) __ (lOS) (219) 267 247 514 

(A) The beginning balance includes accretion since November 2010 when the liabilities were revalued for purchase accounting. 

ARO Liabili!y (A) 

1Q&E KU Com:;olig~d 

(7589) (7,589) 

7,255 7,255 

334 334 
(3,969) (3,664) (7,633) 
( 153) ( 142) ( 295) 
3,467 (3,806) ( 339) 

_(4,122) (3,806) (7,928) 
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A new ARO will be established on LG&E's financial records for gas transmission mains in 
September 2011 totaling $3.9 million. 

How Errol' Was Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. The error was not identified earlier due to the unique 
circumstances of this particular non-routine transaction - that TC2 was a new unit going in 
service that had jointly owned assets, some of which were previously owned and used only by 
LG&E, 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quarterly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. In the second quarter of 20 11, procedures relating to the ARO review were 
updated and a qumierly questionnaire was provided to field personnel to identify fmiher issues 
that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
fmiher to ensure a detailed review of the AROs would be done every three years even if there 
was no triggering event. The implementation ofthe questionnaire prompted questions from field 
personnel and resulted in fmiher discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

The en'ors are determined to be deficiencies as the errors were the result of controls that were 
not operating effectively and were not able to identify the misstatements. 

Cycle 40.01-Acquisitions, Disposals and Retirement, Control Activity #9 states HARO Review 
(or Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for fmiher action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, certificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer of these AROs from LG&E to KU, this control 
did not prevent the TC ARO en'or between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
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replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO errol' from occurring in the future, Propeliy Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to asceliain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this repOli and keep it with the monthly account 
reconciliations. 

In an effort to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
training will be an 0ppoliunity to explain the importance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

Quantitative Assessment -- Adjustment to Amoullts Reported all Fillal/cial Statements (OOO's) 

6ME 06/30111 
Fin Stint Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 
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Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 

105 

3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 
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The following table shows the detailed fmancial statement lines affected ($ millions): 

12/31/09 12/3111 0 313112011 
LG&E LG&E LG&E KU 

Impact of ARO Adjustment on Regulated Utility Plant 3.9 3.9 .7 3.7 
Regulated Utility Plant (AiC 101) 4,200 2,600 2,832 4,361 
Total Percentage Impact on F/S Line 0.09% 0.15% 0.02% 0.08% 

Impact of ARO Adjustment on Accumulated Depreciation .009 .009 (0.1) 0.1 
Accumulated Depreciation (AiC 108) 1,708 17 44 54 
Total Percentage Impact on F/S Line 0.00% 0.05% -0.23% 0.19% 

Impact of ARO Adjustment on Regulatory Assets .009 .009 (0.3) 0.2 
Regulatory Assets (AiC 182) 14 13 149 113 
Total Percentage Impact on F/S Line 0.06% 0.07% -0.20% 0.18% 

Impact of ARO Adjustment on Asset Retirement 3.9 3.9 0.5 3.8 
Obligations 

Asset Retirement Obligations (AiC 230) 31 49 49 54 
Total Percentage Impact on F/S Line 12.58% 7.96% 1.02% 7.04% 

Impact of ARO Adjustment on Total Deferred Credits and 3.9 3.9 0.5 3.8 
Other Noncurrent Liabilities 

Total Deferred Credits and Other Noncurrent Liabilities (B) 1,006 1,269 1,220 1,256 
Total Percentage Impact on F/S Line 0.39% 0.31% 0.04% 0.30% 

(B) This subtotal line is included to show an additional level of comparison. 

6/30/2011 
LG&E KU 

.7 3.7 
2,868 4,410 
0.02% 0.08% 

(0.1) 0.1 
68 90 

-0.15% 0.11% 

(0.3) 0.2 
363 227 

-0.08% 0.09% 

0.5 3.8 

50 55 
1.00% 6.91% 

0.5 3.8 

1,244 1,286 
0.04% 0.30% 
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Qualitative Assessment 

In Topic 1 - M, "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context ofthe first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - There is no income statement impact as accretion and depreciation 
expense are offset by a regulatory credit, the financial statement impact of AROs is 
income statement neutral. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - There is no income statement impact as accretion and depreciation 
expense are offset by a regulatory credit, the financial statement impact of AROs is 
income statement neutral. 

• Whether it changes a loss into income or vice versa. 
Response - There is no income statement impact as accretion and depreciation 
expense are offset by a regulatory credit, the financial statement impact of AROs is 
income statement neutral. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fraudulent transaction. 
Response - No. 

Conclusion on Materiality Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 
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This error impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line in 2011 Ql and 
Q2 financial statements. For LG&E, the error was greater than 5% on the Asset Retirement 
Obligation balance sheet line at December 31, 2010 and 2009. However, the error was less than 
1 % on the Total Deferred Credits and Other Noncunent Liabilities balance sheet line for all 
periods for both LG&E and KU. Management believes that an investor would not be influenced 
by the Asset Retirement Obligation line alone, but more focused on the Total Defened Credits 
and Other Noncl111"ent Liabilities subtotal, or total liabilities, in making investing decisions. 
Therefore, although the percentage of error exceeds 5% on the Asset Retirement Obligation line 
item, the percent impact on the Total Deferred Credits and Other Noncurrent Liabilities, and 
accordingly total liabilities, is immaterial and in management's opinion an adjustment or 
restatement is not deemed necessary. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Per the Public Company Accounting Oversight Board (PCAOB) Audit Standard No.5 I "A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

I AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING TI IAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007·005, May 24,2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit firms and William F. 
Messier, jr. Professor, Georgia State University, December 20, 2004 
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(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a pl'Udent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB AS5 defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet imp01lant enough to merit attention by those responsible for 
oversight of the company's financial repolling." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 
The error occUlTed due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASC 250-10-45 Accounting Changes and Error COll'ections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of repolling the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or mmual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Shannon: Attached is the memo with the new table we discussed yesterday as well as the support for the entry. 
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W!E KU. 

MEMORANDUM 

Date: October 5, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Repol1ing 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Picnanr, Manager, Financial Reporting 
Ernst & Young 

O\'erview of Errol' 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint usc assets used at Trimble County Unit 2 ere 2). TC 2 became operational in 
January 20 II and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third qumier of2011, it was discovered that an ARO should have been 
established for gas transmission mains tor LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount reported was 
not identified as transmission or distribution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 

--1 Formatted: Tclb stops: 1.85~, left + 2.6r, I 
.. ~ _ left _ c= ________________ ~ 
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In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% O\\'nership afthe joint usc assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is mainly 
primarily due to the difference in the January discount rate used to establish the new AROs "s. 
the discount rate used when the AROs were re-valued at November 1,2010 as part of the PPL 
acquisition. :f.Ii€ tabh~ ... e61~ttSt¥ates the entries eeingmasG tB the ARG4iabHity far TC2 (il. 
II>-~ 

- ~ - i Formatted: Une spa<:ing: single 
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A new ARO will be established on LG&E's financial records for gas transmission mains in<t-.., - i Formatted: Not Different first page header 
September 2011 totaling $3.9 million. 

How Error 'Vas Identified 

V,n Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 201tL Ule error was not identified earlier due t~ ~le U!l~gue _ _ _ __ _ --1 Comment IMG2]: Wtrjnol identified earlier? 
circumstances of this parliculnr nOll-routine transaction - that Te2 \\"as a ne\\~llllit going in ~~ - -
service that had jointl" owned assets. some of which were prc\liolISI)I o\vncd and tlsedcHli)'b)'- - -\\~\ 

Formatted: Default P<lragraph Font, Font: 
limes New Roman, 12 pt, font color: Black, 

"LG&E. [It would be better to include the e1planation ill the memo vs. just in the e-mail to 1\\ \ 
~:illggie, since others reading it later would have the same question. I - - I, \\ \ 

English (U.S.) 
~ ,.~'" .. 

Formatted: Font: TImes New Rormn, 12 pt, 

An Accounting Analyst reviews the ARO sub ledger during the account reconciliation process. 
As pmi of this review, the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quarterly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. Tn the second quarter of20 II, procedures relating to the ARO review were 
updated and a qumierly questionnaire was provided to field personnel to identify further issues 
that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
furiher to ensure a detailed review of the AROs would be done every three years even if there 
was no triggering event. The implementation of the questionnaire prompted questions from field 
personnel and resulted in fmiher discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Contl'ols Impacted 

The errors are determined to be deficiencies as the errors were the result of controls that were 
not operating effectively and were not able to identify the misstatements. 

Cycle 40.01 MAcquisitions, Disposals and Retirement, Control Activity #9 states (fARO Review 
lor Acauisitions: During the AW review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. Ifthe project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for further action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, celiificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted from the transfer ofthese AROs fi'om LG&E to KU, this control 
did not prevent the TC ARO errol' between companies. This control also did not prevent the 

" ! II 
, 

II II 
II II 

" , 
" , 

, 

Foot color: Black, English (U.s.) 

Formatted: Font: Times New Rormn, 12 pt, 
Font color: BlacK, English (U.s.) 

" " " 
" 

Formatted: Font: TImes New Roman,~ 
\ Font color: Black, English (U.s.) '""" 

, , , , 
Formatted: Font: Times New Roman, 12 pt, 

\ Font color: Black, English (U.S.) 
- -" 

Formatted: font: limes New Roman, 12 pt, 
\ Font color: Black, English (U.s.) 

~ Formatted: Highlight 

Attachment to Response to KU AG-1 Question No. 201 
Page 462 of 1014 
Charnas



October 5, 2011 
Page 5 
Asset Retirement Obligations~Tr1mble County 2 Joint Use & Gas Transmission 

error for the gas transmission mains since there have not been any large~scale transmission main 
replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discllssions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

1n an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254 M Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

In an effort to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
training will be an opportunity to explain the imp011ance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

i':Iateriality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter Q1 Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

Quantitative Assessment -- Adjustment to Amounts Reported 011 Flllallciai Statements (OOO's) 

6ME 06130111 
Fin Stmt Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 
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Re~uIated Utility Plant KU 3,664 
Accumulated Depreciation KU 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 

105 

3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too latc to be included in the June 2011 waived adjustment file. 
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Qualitative Assessmellt 

In Topic I - M, ('Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises fi'om a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• 

+-. - - i Formatted: Not Different first page header 

Whether it masks a change in earnings or other trends. 
Response -~here is no income statement ill1pact.~~,.J!9_c~ction ~Uld depreciation ___ _ .- Comment [MGll]: Consider expanding 

response 10 explaIn why there is no Income 
statement Impact. expense are offset by a regulatory credit. the financial statement impact of AROs is 

income statement neutral. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - Ne,-t/Ihere is no income statement impacd as accretion and depreciation __ .- -1 Comment [MG12]: See previous comment 

expense arc offset by a regulatory credit. the financial statemen-t impact of AROs is 
income statement neutral. 

• Whether it changes a loss into income or vice versa. 
Response - Ne,-i[here is no income statement impac~~t<::.crct~oll and depreciation ___ .- -1 Comment [MG13]: See previous comment 

expense are offset bv a rcgu[a!QrY credit. the financial statement impact of AROs is 
income statement neutral. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements pel' conversation with Dan Arbaugh. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or Ilaudulent transaction. 
Response - No. 

COllclusion 011 ftfateriality Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 
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This errol' impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line in 20 t I 0 I and 
02 financial ~JQt~m'?J.lt,:sI. .. ,.fQI-1.(L&E. the error wus greater than 5% on the Asset Retirement 
Obligation balance sheet line at Ikccmber 31. 2010 and 2009. However, the errol' was less than 
1 % on the Total Deferred Credits and Other Noncllrrent Liabilities balance sheet line for all 
periods tOI' both LG&E and KU. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Pel' the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective WQuid not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively.)) 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencics2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB ASS defines a significant deficiency as lIa 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 

1 AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007·005, May 24, 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit fimls and William F. 
Messier,jr. Professor, Georgia State University, December 20, 2004 
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severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting.I' 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 
The error occUlTed due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Pcr FASB ASC 250~ 1O~45 Accounting Changes and Error Corrections - Presentation, 
Materiality Detcrmination for Correction of an Error, paragraph 45~27 - "In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on F/S Line 
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I:--l 

Reversal of TC MO 

Regulated Utility 
Plant (101) 

~\® (7,255,455.22) 

Estabushment of new TC and gas ,~ 
transmission mains ~~ 7 ,310~75S.26 

Accretion 

Accumulated 
Depredation 

(108) 

lG&E 

Regulatory 
Assets (182) 

~~0,644.49 ~\18 '(563,831.48) 

Asset Retirement 

Obligation (230) 

'O!r,;'\ 
14,588,642.21 

,1117f\ 
'1 ""(7,910,755.26) 

l3 \(G;h,362.54 6l©.s3-362.54) 
\\\~ \\\~ 

'1\:;)·h22,949.13) '\:'-122,949.13 Depreciation 
Ending Balance --6=5:::-5,3""0"'0"".04"- 107,69536 (287,519.81) (475,47559) 

Regulated Utility 
Plant (101) 

Accumulated 
Depreciation 

(108) 

KU 

Regulatory 
Assets (182) 

Asset 

Retirement 
Obligation (230) 

v?\Q 
~t663,910.97 \ 6\~663,g10.97) 

\o\(f) 
141,565.39 (141,565.39) 

\q\© f\~ 
-~.,.,...,...-c .... '4.(05,352.11) ~5-352.11 

3,663,910.97 (105,352.11) 246,917.50 (3,805A76.36) 
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ARO Account Summary and Balance End Dale: 8/1/2011 

Company: LOUISVILLE GAS & ELECTRIC COMPAN' 

ARO 
Asselld Account Type aL Account 

Purc-TC Ash Pond 

30304622 ARC ASSET 101 - Plant In Service - PowerPlant 

30304622 ARC RESERVE 108107·ACCUM. DEPR.· ELECTRIC ARO 

30304622 ARO LIABILITY 230012-ASSET RETIREMENT OBLIGATIONS 

30304622 REG - Accretion Neulrallty -LGE· gq·Gen 162317·0THER REGULATORY ASSETS ARO 

30304622 REG· Deproclatlon Neulralily .LGE- Gen 182317·0THER REGULATORY ASSETS ARO 

30304622 REG· Transition ARC Depr· LGE GEN 182317-0THER REGULATORY ASSETS ARO 

30304022 REG· Transition ARO Accretion - LGE GEN 182317·0THER REGULATORY ASSETS ARO 

Balance: 

Purc-TC Coal Sioraoe 

30304628 ARC ASSET 101 - Plant III Service - PowerPlant 

30304628 ARC RESERVE 108107-ACCUM. DEPR.· ELECTRICARO 

30304628 ARO LIABILITY 230012·ASSET RETIREMENT OBLIGATIONS 

30304628 REG· Accretion Neuirailly -LGE. Eq·Gen 182317.0THER REGULATORY ASSETS ARO 

30304628 REG· Deproclatlon Neulrallty .LGE· Gen 182317-0THER REGULATORY ASSETS ARO 

30304628 REG - Transition ARC Depr • LGE GEN 162317-0THER REGULATORY ASSETS ARO 

30304628 REG· Transition ARO Accretion - LGE GEN 182317·0THER REGULATORY ASSETS ARO 

Balance: 

Purc-TC Environmental Ponds 

30304631 ARC ASSET 101 - Plant In Sarvlce - PowerPlant 

30304631 ARC RESERVE 108107·ACCUM. DEPR. - ELECTRIC ARO 

30304631 ARO LIABILITY 230012·ASSET RETIREMENT OBLIGATIONS 

30304631 REG - Accretion Neutmllty -LGE- E<I-Gell 182317·0THER REGULATORY ASSETS ARO 

30304631 REG· Depreciation Neulrallty ·LGE. Gen 162317·0THER REGULATORY ASSETS ARO 

30304631 REG· Transition ARC Depr - LGE GEN 182317-0THER REGULATORY ASSETS ARO 

Pagel of 2 10/26/2011 

Account Balance 

$6,663,849.98 ® 
$·211,520.03 @ 

$·6,959,409.88 ® 
$276,617.56 

$190,396.70 

$21,123.33 

$29,942.32 

$0.00 

$266,116.91 @ 
$·8,459.61 ® 

$.276,337.61 ® 
$11,023.17 

$7,614.79 

$644.82 

$1,197.53 

$0.00 

$335,466.33 (f;) 
$-10,664.66 ® 

$.360,894.72 ® 
$13,896.

69l 
$9,699.81 

$1,066.04 
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ARC Account Summary and Balance gnd Date: 3/1/2011 

Company, LOUISVILLg GAS & gLECTRIC COMPAN' 

ARO 
. Asset lei Account Typo GL Account Account Balance 

Pure-Te Environmental Ponds 

30304631 REG - Transition ARO Accretion - LGE GEN 182317-0THgR REGULATORY ASSETS ARO ___ $1_,6_09_.70 ~© 

(1)-:.. (~1126514-6S, ~2} 
@::: ~ ~ 30 ILDLfLf. 4Cl 
®::. ¢ll '56S)LPLW-,~i 

(I}-0 6~ 3l$3 \ . i\-6 ) 

Pago 2 012 

Balanco: $0.00 

10 \ I1tcot)Jbl-

100 ac.wwvt 
230 D., moUJ* 

\8l{lUO~ 

10/26/2011 
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PIA ~eS 1-\----1 
Tot~ (j) ;(4l1/~1101156. 2lP ') 

Total @ ~ *lP,ID,166 .lLo 

~Ct f6es Ii-LP 
lOro1 @ ~ ($3

1 
q uA ,23~, LQ \) '2-30 (t(lt()tJ,At 

,((WLQ@::- (3/-1(;ql~3lp,lo\) (0\ accowk 
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ARO Description 

Accretion Ac:c:ount: 

Purc-TC Ash Pond..t.GE 

ARO Accretion Expense Report 

LOUISVILLE GAS & ELECTRIC COMPANY 

Layer# Layer Comments 

1150-ACCRETION EXPENSE·G 

1 Layer #1 - 912011 Revaluation 

ARO Totals: 

Accretion Account Totals: 

Company Totals: 

Beginning 
Liability 

$140,646.08 

$140,646.08 

$140,646.OS 

$140,646.OS 

~aQjQS 6-10 

lota2. ® =-(S; 163,?i22 5Lf ®) 230 aCCi)U/1T-

162- accoWtt-' 

CSj 

~ -
Page 1 of1 ARO· 100S 

Discount 
Rate 

5.70% 

Monthly 
Discount Rate 

0.4750% 

Period: 09/2011 

o 

Accretion Expense 

$17,958.62 

$17,958.62 

$17,958.62 

$17,958.62 

10/251201112:58:28 
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ARO Description Layer # 

Accretion Account: 1150-ACCRE110N EXPENSE - G 

ARO Accretion Expense Report 

LOUISVILLE GAS & ELECTRIC COMPANY 

Layer Comments 
Beginning 

Uabirrty 

Pure--TC Coat Storage--LGE 1 Layer#1 N 912011 Revaluation 

-S) 

~ 
---'-

Page 1 of1 

AROTotals: $5,625.07 

Accretion AccountTotals: $5,625.07 

Company 'Totals: $5,625.07 

ARO-1008 

Discount 
Rate 

5.70% 

Monthly 
Discount Rate-

0.4750% 

Period: 09f2()11 

o 

Accretion Expense 

$718.24 

$718.24 

$718.24 

$718.24 

101251201112:58:41 
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ARO Description Layer#. 

Accretion Account 1150-ACCRETION EXPENSE - G 

ARO Accretion Expense Report 

LOUISVILLE GAS & ELECTRIC COMPANY 

Layer Comments 
Beginning 

Liability 

Pure-TC Environmental Ponds-loGE 1 Layer #1 M 9/2011 Revaluation 

o 
~ -

Page 1 of1 

AROTotals: $7,091.39 

Accretion Account Totals: $7,091.39 

Company Totals: $7,091.39 

ARO-100& 

Discount 
Rate 

5.70% 

Monthly 
Discount Rate 

0.4750% 

Period: 0912011 

o 

Accretion Expense 

$905.4& 

$905.48 

$905.4& 

$905.48 

101251201112:58:55 
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iotO.i @o. ~ \~l,qL\Il.\~ ') 
\ 0'0 ()..QC()VJlt 

\61- etewW\t' 
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po~-es I b -11 
10W-t @ ~ (4: 3\LQLQ:" q IO,ct1') 2.2D [\COOl0t 

TCWli@ ~ ~31(P{P3/1 \o.C11 \0\ CtCCOl)l\1' 
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ARO Description Layer # 

ARO Accretion Expense Report 

KENTUCKY UTIUTIES COMPANY 

Layer Comments 
Beginning 

Liability 
Discount 

Rate 
Monthly 

Otscount Rate 

Accretion Account: 1150·ACCRETION EXPENSE· G 

Pure-TC Ash Pond-KU 1 Layer#1 - 912011 Revaluation c... $129,S27.~ 5.70% 0.4750% 

AROTotals: $129,=.13 

Purc--TC Coal Storage-KU 1 Layer#1-912011 Revaluation 5.70% 0.4750% 

AROTotals: $5,192.36 

Purc .. TC Environmenta[ Ponds-KU 1 Layer #1 ·912011 Revaluation C $6,545~ 5.70% 0.4750% 

AROTotaIs: $6,54$.90 

Accretion Account Totals: $141,565.39 

Company Totals: (014~ 
230 a C(J)wi7}-

182-a CCOLUlT 

-CSJ -
~ 

Page1of1 ARO· 1003 

Period: 0912011 

o 

Accretion Expense 

$16,577.19 

$16,577.19 

$663.00 

$663.00 

$835.83 

$835.83 

$18,076.02 

$13,076.02 

101251201112:57:29 
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Crescente, Angela 

From: 
Sent: 
To: 

Cc: 
Subject: 

All: 

Crescente, Angela 
Tuesday, October 25,2011 12:42 PM 
Clark, Ed; Clark, Lynda; Daly, Karen; Griffin, Sharon; Kinder, Debra; Leenerts, Patricia; Riggs, 
Eric; Rose, Bruce; Wacker, Diana 
Wiseman, Sara 
Changes to Policy and S-OX Narratives for Preliminary Retirements and AROs. 

Please see the attached changes for the Capital- Additions and Retirements Policy for preliminary retirements. Also, 
please see the changes to the attached narratives for preliminary retirement and AROs. 

,~ 
650 - Capital -

Additions and ... 

Thanks, 
Angela 

40 01 - 40.02 -
Acquisitions Dis... Depreciation of ... 

1 
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LG&E and KU Energy LLC Accounting Policy and Procedures 

650 - CaJlital- Additions and Retirements Policy and Procedures 

Date W-t-I-1-+ I 010711 I 
Page I ofll 

!policy: Capital assets will be recorded based on the acquisition or construction of propel1y, 
plant and equipment epP&E") with useful lives greater than one year, and assets will be 
removed based on retit'ements and disposals ofPP&E to ensure the accounting records are 
accurate. 

- - ~ -{ Formatted: Left 

Procedure: The procedures for adding and removing capital assets are described in the detailed 
instructions below. 

Scope: All asset additions and retirements of LG&E and KU Energy LLC ("LKE" or the 
'lCompany") and its subsidiaries. 

Objective of Procedure: Ensure that all capital assets and retirements are properly added or 
removed from the accounting records. 

General Requirements: 

Detailed Procedures Perforllled: 

Various costs are considered appropriate to be accounted for as capital. The following are some 
generic definitions of these costs: 

Capitalizable Costs - costs that are directly identifiable with specific PP&E. This includes 
incremental costs related to the acquisition, construction 01' improvement of capital assets. These 
costs singly 01' in combination with other assets will provide a futme economic benefit that will 
contribute directly or indirectly to future net cash inflows. 

Direct Costs - costs which can be identified and directly attributed to a specific capital project for 
the acquisition or construction ofPP&E. These costs can be readily identified and are itemized 
by name and amount. Examples are direct labor, direct material, and direct equipment costs. 

Direct Labor Cost - labor cost which can be identified and directly attributed to a specific capital 
project for the acquisition or construction of PP&E. The cost components are basic wage/salary 
rate, shift prcmimlls, fringe benefits and overtime premiluTIs. 

Direct Material Cost - material cost which can be identified and directly attributed to a specific 
capital project for the acquisition 01' construction ofPP&E. These costs include inventory loading 
cost, freight, transpOliation, and applicable taxes associated with the material. 

Probable~the fl~'-.!r~ ~~~n~ ~,::-~v_eg~_a!e_ll~ch~ t.9_0~~U_r:..A_ ~1plt~lY!Qj~~tJ2r_t~~ ~~'l!:lisit~op._o.!' _ -"",'" 
construction ofPP&E is probable when: I) proper management approval as specified by the 

'" -{ Formatted: No underline 
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authority limits matrix is obtained in writing, 2) financiall'esources are available to fund the 
project, and 3) any regulatory requirements call likely be met. 

Indirect/Overhead Costs - costs which generally are not directly attributable to a specific capital 
project for the acquisition or construction of PP&E. 

Capital projects generally follow a timeline and progress through the following stages of 
acquiring or constructing an asset: 

• Preliminary Stage - the period during which the acquisition or construction of specific 
PP&E is being evaluated. Feasibility studies often occur during this stage. At this stage 
the project is not yet approved by Management and all costs are expensed as incurred. 
The only capitalizable costs are payments to obtain an option to purchase PP&E. 

• Preacquisition Stage - the acquisition or constmction of specific PP&E is deemed 
probable at this time, so appropriate costs can be capitalized. Only those costs that are 
directly identifiable to the asset are capitalized. Activities often include zoning, 
surveying, and engineering studies. 

Directly identifiable costs include: 

• incremental direct costs incurred in transactions with a third party often include an 
element of the third par1y's administrative overhead. That element is considered to be 
an incremental direct cost and should be capitalized. 

• labor and burden costs related to time spent on specified activities performed by the 
entity during this stage. 

• depreciation of machinery and equipment used directly in the construction or 
installation ofPP&E and incremental costs directly associated with the utilization of 
that machinery and equipment during this stage. 

• inventory (including spare parts) used directly in the construction or installation of 
PP&E. 

• payment to obtain an option to acquire PP&E. 

NOTE: Costs that are capitalized during the preliminary and preacquisition stages will be 
added to the basis of the asset acquired or constructed. If the likelihood no longer exists 
that the asset witt be acquired or constructed, capitalized costs should be reduced to the 
lower of cost or fail' value less cost to sell. 
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• Acquisition or Construction Stage - the acquisition or construction activities occur that 
arc necessary to get the PP&E ready for its intended use. This is the stage when the 
business entity acquires ownership of the assets or rights to the assets. It continues until 
the asset is acquired or until completion of all major construction and installation 
activities. If the asset is constructed in phases, it can be divided into multiple projects as 
long as the phases can be operated independently from the projects that are incomplete. 
Capitalized interest, if applicable, begins during this stage (see AFUDC Policy and 
Procedures). Costs directly identifiable related to the asset during this stage can be 
capitalized. Examples are listed below: 

• labor and burden costs related to time spent on specified activitics performed by the 
entity during this stage. 

• depreciation of machinery and equipment used directly in the construction or 
installation ofPP&E and incremental costs directly associated with the utilization of 
that machinery and equipment during this stage. 

• inventory (including spare parts) lIsed directly in the construction 01' installation of 
PP&E. 

• payment to obtain an option to acquire PP&E. 
• incremental direct costs incurred in transactions with a third party often include an 

element of the third pat1}"s administrative overhead. That element is considered to be 
an incremental direct cost and should be capitalized. 

• for real estate, costs incurred for property taxes, insurance and ground rentals are 
capitalizable during the time that activities are necessary to get the asset ready for its 
intended use are in progress. The cost of demolition that occurs with the acquisition 
of real estate is capitalized during a reasonable period of time thereafter. 

• In-Service Stage - PP&E is substantially complete and ready for its intended use. 
Capitalized interest, ifany, ceases (see AFUDC Policy and Procedures) and depreciation 
commences at this stage. Costs that are incurred during this stage can be as follows: 

• repair and maintenance - expensed as incurred. 
• replacement of existing components ofPP&E - capitalized under the guidelines of the 

FERC Uniform System of accounts. 
• additional components to PP&E- follow the capitalization criteria set forth in the first 

three stages within this policy. 

NOTE: Major maintenance activities may include costs related to replacements of PP&E 
and should be capitalized (when incurred and not accrued) according to the FERC 
Uniform System of Accounts. Additions to PP&E should follow the capitalization criteria 
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sct forth in first three stages within this policy. All other maintenance costs should be 
expensed as incurred. 

Refer to Appendix A - Summary of Accounting, for more details on accounting for 
specific types of costs. 

LKE and ils subsidiaries have historically applied the standards ofthe Federal Energy 
Regulatory Commission ("FERC') and other regulators in their accounting practices when 
making capital versus expense determinations. It has been LKE's practice is to capitalize the 
following: 

~ Direct costs related to asset construction - costs directly charged such as labor, 
purchased material, contractors and inventory, 

}> Burden Cost Component - cost that can NOT be directly charged. Examples of 
burdens include pensions, insurance, payroll taxes and other labor related costs. 

)0> A portion of indirect overheads directly attributable to capital activities -including 
Administrative and General Expense-Transferred ("A&G") and Engineering, 
Warehouse and Transportation Overheads. A&G is an allocation from Operation 
and Maintenance to Capital which allocates labor and expenses of employees that 
support the capital process but do not work directly on a particular capital project. 
These costs can be capitalized per the Code of Federal Regulations and have been 
deemed recoverable in rates by the various regulating entities. 

According to the Corporate Capital Policy guidelines, projects with a total cost of $2,000 or less 
will be expensed, and any Authorization for Investment Proposal ("AlP") that is received for $2,000 
01' less is returned to the Project Manager with an explanation. All other capital expenditures are 
subject to mandatory capitalization. All fixed assets arc recorded at cost as mandated by the 
FERC. When the requestor completes preparation of the AlP for capital expenditures in 
PowerPIant, appropriate authority must be achieved based on the Authority Limits Matrix. The 
prepareI' sends the electronic AlP for approval via PowerPlant. At the point the AlP is received 
by Property Accounting for approval, the Accounting Analyst reviews the AlP for appropriate 
budget funding, approvals, and whether the described expenditure is indeed a capital 
expenditure. If the AlP passes review, the Accounting Analyst approves the project in 
PowerPlant. Should the AlP not pass review, the Accounting Analyst has the option to request 
additional information or reject the AlP. If the AlP is rejected the approval process starts all 
over. 

To ensure timely capitalization and retirement of projects, a report, referred to as the 90-Day 
Report, is generated on a quarterly basis identifying capital and cost of removal projects which 
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are in "open" status but having no activity for 90 days or more. This report is scnt to every line 
of business Budget Coordinator with a request to update the project with either in-service or 
completion dates or verify that the project is still active. If the project is complete, the Property 
Accounting Department will capitalize it or process a retirement in a timely matter. 

Monthly, a report called the 'IJob Log" is generated identifying all capital projects, which are in 
"completed" or "closed" status with no activity for 90 days or more. The purpose of this repOli 
is to identify projects eligible for capitalization/retirement. The report is saved on the Property 
Accounting Department shared drive (propacct on 'fs2';1 POWER PLANT 
CLASSIFICA TIONIJob LogslCurrent Year Job LogslCurrent Month Year Company Job Log). 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement. The Accounting Analyst uses the \Vork Order Analysis Checklist 
posted on the Property Accounting Department's shared drive (propacct on 'fs2';IPOWER 
PLANT CLASSIFICATlONIWork Order Analysis Checklist) to aid in the capitalization and 
retirement process. This checklist ensures that fixed asset records are processed consistently by 
all Accounting Analysts, reducing the risk of misstatement of fixed assets in the financial 
statements. The capitalization process includes the following: 

• Review Authorization for Investment Proposal ("AlP!!). 
• Reconcile capital and cost of removal expenditurc charges to the AlP to ensure that all 

expenditures have been properly authorized. If the variance compared to thc original AlP 
is 10% or $100,000 over; (whichever is less, subject to a minimum of $25,000), a revised 
AlP must be completed as soon as possible. 

• Review all project charges to ensure that all charges should be properly capitalized or 
classified as cost of removal. 

• Reconcile units of propelty listed on the AlP to what has been charged to the project. 

Transaction processing is accomplished in PowerPlant with a combination of manual and 
automated processes as documented in the PowerPlant User Guides maintained in PowerPlant. 
The Accounting Analyst creates manual as~builts in PowerPlant for all non-mass property. Mass 
property such as utility poles, Cl'Qssarms etc., is unitized through an automated as-built process. 
In both processes, costs charged to capital projects are distributed automatically by the system 
based on units of property established by the analyst in the case of manual as-builts, and those 
established from inventory transactions in the case of automated aSMbuilts. The Accounting 
Analyst again verifies the segmentation is correct and assigns the asset to a segmented plant 
account pursuant to FERC regulations. 

The retirement process includes the following: 
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• Review AlP and the associated retirement/salvage information to determine if a 
retirement is listed or should be listed based 011 a description of the project (Le., if a 
project addition is to replace an asset a retirement should be listed), The Accounting 
Analyst will question the responsible Budget Analyst if retirements are not listed where it 
appears they should be. 

• Review all project removal charges in the Cost Repository Report - Actual Cost 
("RWIP"). 

Manual retirements are those related to a onc time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are 
distributed automatically by the system based on units of property, established by the analyst in 
the case of manual as-builts and those established from inventory transactions in the case of 
automated as-builts. 

Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management system. 

In order to insure that potential large dollar retirements are properly recorded in the financial 
records. it may be necessary to record a "preliminary retirement." A preliminary retirement is 
defined as an Hestimated asset cost retired at the time the replacement asset is put into service." 
A preliminary retirement is entered into Powel'Plant when an asset has been placed into service 
but is not yet eligible for final unitization due to timing issues. etc. The following guidelines 
are used to determine whether a preliminary retirement is necessary: 

• The project is in In-Service Status for Completed Status - not but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250.000 

Preliminary retirements will be processed during the 'mid! month (February. April. August and 
November) of each quarter. 

In order to minimize record keeping requirements, equipment in certain General Plant accounts 
are amortized (office fumiture and equipment, stores equipment! tools! shop equipment, garage 
equipment and laboratory equipment). These assets are retired when the assets become fully 
depreciated based on their in-service date and depreciable lives. For equipment in these 
accounts, AlP reporting for retirements is not necessary. 

For both additions and retirements! PowerPlant validation rules prevent the Analyst from 
choosing invalid units of property, plant accounts and business segment combinations in order to 
prevent incorrect data fi'oll1 being entered. An error message is generated in the event of an 
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invalid combination and the Analyst must correct the error before proceeding. In addition, 
mandatory input fields afC required including in service dates, tax districts, locations, units of 
property, etc. PowerPlant does not allow the posting of assets with incomplete data fields. 

After the Accounting Analyst creates the as-builts in PowerPlant and performs the process "Send 
to CPR", the work is reviewed as a final check to ensure additions and retirements are compliant 
with the various accounting rules (FERC, Company guidelines, etc.) by the Accounting Analyst 
or other designee. After the review and approval process is completed, relevant data including 
project number, amount added or retired, cost of removal, salvage amount, and the analyst's 
initials are entered into the PowerPlant Classification Spreadsheet maintained on the Property 
Accounting shared drive (propacct on 'fs2':IPOWER PLANT CLASSIFICATlON\Current Year 
Class\ASBUILTS-INPUT-MONTH YEAR). The spreadsheet calculates a control total of all 
additions, retirements, removal and salvage costs entered by Accounting Analysts during the 
month. The as-built folder is then passed to the analyst responsible for the monthly system 
closing process for posting. 

The Accounting Analyst responsible for the closing process begins the process by sending an 
email to all Propeliy Accounting personnel toward the end of the accounting period informing 
them of the last day to unitize assets for the current period. The Accounting Analyst then runs 
the Powel'Plant processes to post all acquisitions for assets and retirements. To verify the 
accuracy and completeness of the data, monthly the Accounting Analyst reconciles all addition 
and retirement postings in the general ledger to control totals in the Powel'Plant Classification 
Spreadsheet (l:IPOWER PLANT CLASSIFICATlON\Current Year Class\ASBUlLTS-INPUT­
MONTH YEAR). Discrepancies are investigated and cleared as discovered. Once all totals are 
reconciled, the Accounting Analyst runs the depreciation calculations. PowerPlant automatically 
generates entries for gains and losses on non-mass property which are then checked for 
correctness by the Accounting Analyst. The monthly reconciliation and closing process is then 
completed. Procedures are documented in the ((Property Accounting Monthly Closing 
Procedures\). These procedures are maintained by the Accounting Analyst to ensure accurate 
monthly financial closing. The Accounting Analyst maintains all supporting documentation in 
binders stored in the Propeliy Accounting Department. During the closing process, the 
Accounting Analyst uses a closing checklist saved on the Property Accounting Shared Drive 
(propacct on 'fs2':IClosingIClosing RepOIislPP Closing Checklist) to ensure that all steps are 
completed. 

Reports Gellerated mul Recipiellts: 

• 90~Day Report sent to the Budget Coordinators 
• Job Log repmi accessible to Property Accounting on the fs2:\\propacct shared drive 
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• Plant Additions and Retirement Report - Powcl'Plant Classification Spreadsheet 
accessible to Property Accounting on the fs2:\\propacct shared drive 

• Cost Repository Rcport - Actual Cost (R WIP) accessible to Propetiy Accounting in 
PowerPlant 

Additiollal Controls or Responsibility Provided by Other Procedures: 

• General ledger debits and credits for Account 101 Plant in Service should tie to the 
additions and retirements. 

• Budget Coordinators, Financial Planning personnel and Accounting Analysts review 
AlPs to confirm assets are to be capitalized. 

Regulatory Requirements: 
• FERC Accounting Guidelines 

Reference: 
• Code of Federal Regulations 18 Part 101 E1cctric Plant Instructions 
• Financial Accounting Standards Board ("FASB") Accounting Standards Codification 

("ASC") Topic 360 - Property, Plant and Equipment 
• FASB ASC Topic 720 - Other Expenses 
• F ASB ASC Topic 970 - Real Estate 
• FASB ASC Topic 980 - Regulated Operations 

COITesponding PPL Policy No. and Name: 

602 - Accounting Guidelines for Capitalizing Costs for the Acquisition or Construction of 
Property, Plant and Equipment 
612 - Accounting for Capital Office Furniture, Tool, and Equipment 
616 - Accounting for Leaseholds and Improvements 

Key Contact: Manager, Pl'ope11y Accounting 

Administrative Responsibility: Director, Accounting and Regulatory Reporting 

Date Created: //124104 
Dates Revised: 101112008,61/5110; 1210/110; 3131111, 101071// 
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Type ofWorl, Capital Expense 

Preliminary Stage (pre-probable) 
Internal/external costs of developers working to X 
facilitate project negotiation and start up 
Internallexternallegal fees to draft letters of intent and X 
purchase agreements 
Travel expenses of internal/external developers and 
other company personnel to conduct negotiations with X 
other parties and review project 

Salaries/consultant fees to review or develop models 
X 

of projected cash flows/operations 

Payment to obtain an option to acquire PP&E 
X 

Pl'cacquisitioll Stage (project is deemed probable) 
& Construction Stage 
Payment to acquire a site permit and license when X 
directly identifiable to the property 
Internal/externallegal fees for X 
OperationaVCommercial contracts 
Internallexternallegal fees for litigation proceedings 

X 
related to PP&E 
Internallexternallegal fees for condemnations 
proceedings, including court and counsel costs for X 
land and land rights 

Internallexternallegal fees for environmental X 
activities directly related to PP&E 
Internal/external fees for incorporation related to a X 
regulated entity 
Salaries of developers, legal counsel and other 
Company personnel working to facilitate obtaining a 

X 
site permit and license when directly identifiable to 
the activity 

Date -YJ-t-A.-t I 0/07/11 
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C 

D 
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Internal salaries to negotiate and secure specific 
X 

project financing 

Payment to obtain an option to acquire PP&E X 

External fees to negotiate and secure project financing X 

Incremental direct costs with independent third patties 
X 

for specific PP&E 

External consulting fees such as architectural and 
X engineering studies 

Real estate legal and title fees X 
Real estate surveying fees, appraisal, negotiation fees, 

X E site preparation, and damage payments (e.g. crops) 
Directly related employee salary and benefit costs X 
Environmental compliance and due diligence in areas 

X F directly related to PP&E 
Building demolition costs X G 
Internal direct costs of constructing the asset, 

X including labor 
Depreciation and incremental costs of directly related 

X equipment 
Internal costs to develop software at site 
(subject to Policy 615 - Hardware and Software X 
Capitalization Policy and Procedure) 
Costs of materials to build the plant, including 

X acquisition of inventory and contract labor 
Costs reduced for liquidating damages X H 
Inventory (including spare parts) used directly 

X 
in acquisition or construction ofPP&E 
Incremental costs associated with field office 

X 
maintained during constl11ction 
Costs to identify and hire operating and administrative X 
personnel on~site 
Internal/external costs to conduct training, including X 
training on internally developed or acquired software 
Interest expense incurred on debt incurred to finance 

X acquisition (subject to limitations) 
Property taxes and insurance X I 
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Post Construction/Pl'e-operation 
Costs to tcst plant X J 
Synchronization of plant to grid X K 
O&M contractor costs X 
Administrative costs such as rent, utilities, etc. X 

Comments: 

A. 

B. 
C. 

D. 

E. 

F. 

G. 

H. 

I. 

J. 

K. 

NOTE: 

Capitalize only if all conditions are met: costs are directly identifiable to the specific 
property, costs would be capitalized if the property were acquired, and acquisition of 
the property is probable. 
Capitalize only if directly identifiable to a capital project. 
Examples of activities include licensing, air and water permitting, site acquisitions, 
and all other studies required by regulatory and environmental agencies as a pre­
condition to permit issuance. 
Limited to time spent on a specific permitllicense. Not time exploring several 
possible sites; costs should not be significant. 
Costs include professional fees of engineers, attorneys, appraisers, and financial 
advisors, etc. 
Areas include hazardous material and waste management, pollution prevention, 
environmental permitting & impact analysis, and regulated licensing/renewals 
Capitalize if the demolition is probable upon purchase and occurs within 
approximately one year after and classify as land. 
Liquidating damages an entity receives because a third party did not deliver or 
complete construction by a contractual specified date. 
Costs incurred for property taxes associated v-lith real estate and insurance shall be 
capitalized as property cost only during periods in which activities necessary to get 
the property ready for its intended use are in progress. 
Credit test power revenues against capital cost. Need to distinguish true testing from 
start up activities. Stmt up losses should be expensed. 
Extensive connection delays or rework expenses must be expensed. Need to 
distinguish from start up activities. Stmt up losses should be expensed. 

Examples above are not an exhaustive list of all expenditures that may be capitalized. 
Contact Property Accounting with any questions. 
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PPL companies 
Cycle: 
Transaction' 
Transaction Owner: 
Executive Owner: 
Companies' 

Transaction Overview: 

40 - Fixed Assets 
40,01- Acquisitions~ Disposals and Retirement 
Manager~ Property Accounting 
Director, Accounting and Regulatory Reporting 
lG&E, KU# lKE and its subsidiaries 

This transaction is to ensure that all acquisitions and disposals are properly authorized and reported 
completely and accurately. 

Key Risks: 

1 Fixed assets may be acquired or disposed of without authorization and/or the necessary approval 
levels may not be observed. 

2 Additions or disposals of fixed assets may not be communicated to Property Accounting resulting in 
financial statement misstatement. 

3 Additions or disposals of fixed assets may not be properly classified on the financial statements. 
Additions to or disposals of fixed assets may be recorded at the wrong amounts. 

4 Additions to or disposals of fixed assets recorded in PowerPlant may not be transferred to the 
general ledger completely or accurately. 

5 Additions to or disposals of fixed assets may not be recorded in the proper accounting period. 
6 Asset retirement obligations (AROs) may not be identified and recorded accurately or completely. 
7 Gains/losses on disposals of assets may not be calculated correctly. 
8 Spreadsheet risk - a standard risk will be written by S-OX Compliance 
9 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

til I KeV I Risk: 1,2 -T Event-driven I Semi-Automated I Preventive I V 

Authorization for acquisitions and disposals: Authorizations for Investment Proposals (AlPs) for all capital 
additions and retirements are completed and submitted by project managers with the appropriate 
approvals to document compliance with the Authority limit Matrix and the Corporate Capital Policy. 

#2 1 Key 1 Risk: 1,2 I Event-driven I Semi-Automated 1 Preventive 1 V 
Change ofsDecificatians: A revised AlP must be submitted by the project manager for project overruns, 
as required per the Corporate Capital Policy, to ensure that all capital expenditures are properly 
authorized. 
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#3 1 Key 1 Risk: 2,5 I Quarterly 1 Semi-Automated I Preventive I C, A, V 
Activated costs for construction/cost of removal: To ensure timely capitalization and retirement of 
projects, a report is generated by the PowerPlant Application Access Reviewer on a quarterly basis 
identifying capital and cost of removal projects which are In "open" or "in-service" status but having no 
activity for 90 days or more. This report is sent to every line of business budget coordinator with a 
request to update the project with either "In-service" or "completion" dates or verify that the project is 
stili active. 

114 I Key I Risk: 2,5 I Monthly I Semi-Automated I Detective I C, A, V 
CaoitalizationlRetirement eligible protects: Monthly, the PowerPlant Application Access Reviewer 
generates a report identifying all capital projects, which are in "completed" or "closed" status with no 
activity for 90 days or more. The purpose of this report is to identify projects eligible for 
capitalization/retirement. 

#5 I Key I Risk: 3 1 Dally I Semi-Automated 1 Detective 1 C, A, V 
Capitalization/Disposals affixed assets: After the Accounting Analyst creates the as-bullts In PowerPlant 
and performs the process "Send to CPR" (Continuing Property Records), the work Is reviewed as a final 
check to ensure additions and retirements are compliant with the various accounting rules (FERC, 
company guidelines, etc.) by the designated Accounting Analyst. 

#6 I Key I Risk: 3 I Event -driven I Manual I Preventive I C, A, V 
Wark Order Anafvsfs Checklist: The Accounting Analyst uses the Work Order Analysis Checklist posted 
on the Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements. 

#7 I Key I Risk: 4,5,7 I Monthly I Manual I Preventive I C, A 
Closing Checklist: During the closing process, the PowerPlant Application Access Reviewer uses a closing 
checklist saved on the Property Accounting Shared Drive (propacct on 'fs2':\Closing\Closing Reports\PP 
Closing Checklist) to ensure that all steps are completed. 

#8 .1 Key I Risk: 4,5 I Monthly I Semi-Automated I Detective I C, A 
Period closing activities: To verify the accuracy and completeness of the data, monthly the PowerPlant 
Application Access Reviewer reconciles all addition and retirement postings in the general ledger to 
control totals In the Power Plant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year ClaSS\ASBUILT-INPUT-MONTH YEAR). 

#9 I Key I Risk: 6 I Event-driven 1 Manual I Preventive I C, A, V 
ARO Review for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine If the need for an ARO may exist. If the project is identified as having the potential to require 
an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO accounting for 
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further action. The Accounting Analyst In charge of ARO accounting reviews the AlP and if appropriate, 
contacts the Legal and Environmental personnel who will make the final determination of the need to 
establish an ARO based upon review of existing legal documents including laws, statutes, contracts, 
permits, certificates of need~ right of way agreements and environmental regulations. 

#10 I Key I Risk: 6 I Event-driven I Manual I Preventive I C, A, V 
ARO Review for Disposals: If there is a possibility of an ARO~ the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retjred~ the Accounting Analyst 
must ensure that the cost of removal is being properly accounted for. The Accounting Analyst in charge 
of ARO accounting reviews the AlP, determines if an ARO lIablHty exists, verifies the proper accounting is 
associated with the project's set up in Oracle and makes corrections as necessary. 

##11 Key Risk: 8 Ongoing Manual Preventive 
Spreadsheet Controls: Reference control activity number 1 on 80.10 - GenerailCFR 

#12 I Key I Risk: 9 I Quarterly I Manual I Preventive I R 
Restricted Access to Network Shared Drives.' Reference control activity number 2 on 80.10 - General 
ICFR 

Process Description: 

A multi~year Capital investment Plan, prepared annually on an operating business unit (OBU) basis, is 
used to inform senior management of future capital~spending projections in order to obtain proper 
approval to proceed with construction. This Capital Investment Plan is approved by senior management 
of LG&E and KU Energy LLC, including the Chief Financial Officer (CFO), Chief Executive Officer (CEOI, 
and the Investment Committee. 

The first year of the Capital Investment Plan, once approved, becomes the formal budget for the 
accounting period. During preparation of the multi~year Capital Investment Plan, each OBU will review 
all current~year projects to determine if they will be completed as of the end of the year. If the project is 
expected to be in process at year~end, but not complete~ it must be included in the following year's 
mu1t1~year Capital Investment Plan for additional funds to be approved. 

Although specific capital projects are identified in the budgeting process, they are still subject to the 
Authority limit Matrix requirements and all other reviews as stated on the face of the AlP. Additionally, 
the Investment Committee must approve all projects greater than $1 million to ensure proper cash flow 
objectives are met. 

AlPs are completed and submitted by project managers with the appropriate approvals to document 
compliance with the Authority limit Matrix and the Corporate Capital Policy. [eA 1} Projects are not 
considered approved until appropriate approvals are obtained. 
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The AlP Is used to request the appropriate approvals for spending on capital projects. The Corporate 
Capital Policy details the AlP requirements. 

A revised AlP must be submitted by the project manager for project overruns, as required per the 
Corporate Capital Policy, to ensure that all capital expenditures are properly authorized. [eA 2] When It 
is apparent that the amount approved on the original AlP will be insufficient to complete the project, a 
revised AlP must be completed in accordance with the Corporate Capital Policy as soon as possible. 

Accounting Analysts In Property Accounting are notified via email as projects are ready for approval. 
The AlP information Is used to help the Accounting Analysts evaluate if an AlP is in compliance with the 
Corporate Capital Policy guidelines. If it is incomplete or does not comply with the Capital Policy 
guidelines, the Accounting Analyst will reject the AlP and it will be returned to the originator for 
corrections. The AlP is also reviewed to determine if there is an ARO associated with the retirement of 
an asset. If there is no ARO qualification for the retirement of an asset and the capital/cost of removal 
expenditure total matches the amount stated in the approved Capital Budget, the Accounting Analyst 
will approve the AlP. If there is a possibility of an ARO, the original AlP is routed to the Accounting 
Analyst in charge of ARO accounting. If an ARO exists for the asset being retired, the Accounting Analyst 
must to ensure that the cost of removal is being properly accounted for. The Accounting Analyst in 
charge of ARO accounting reviews the AlP, determines if an ARO liability exists, verifies the proper 
accounting is associated with the project's setup in PowerPIant and makes corrections as necessary. 
[CA 101 The system approval will automatically update the project status to "open". The Corporate 
Capital Policy and guidelines for ensuring proper capital acquisitions and disposals, verifying the 
appropriate retirement, transfer, or salvage information, are available to all employees via the company 
intranet. 

Some capital asset additions necessitate the creation of an ARO if there is a legal or environmental 
obligation to remove the asset or dispose of it In a special manner when taken out of service. During the 
AlP process, Accounting Analysts review the projects to determine if the need for an ARO may exist. If 
the project is identified as having the potential to require an ARO, a copy of the AlP is forwarded to the 
Accounting Analyst in charge of ARO accounting for further action. The Accounting Analyst in charge of 
ARO accounting reviews the AlP and if appropriate, contacts the Legal and Environmental personnel 
who wHl make the final determination of the need to establish an ARO based upon review of existing 
legal documents including laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations. rCA 9] 

On a quarterly basis, Property Accounting will distribute ARO questionnaires and receive replies from 
legal, Environmental and the Budget Managers for each operating line of business regarding any 
revisions of or additions to laws, statutes, contracts, permits, certificates of need, right of way 
agreements and environmental regulations which would prompt the creation of additional AROs. If an 
ARC Is required, information regarding the amount is gathered by the Property Accounting Analyst from 
the appropriate company personnel {operating units, Legal, Environmental, etc.} and the present value 
of the future retirement obligation Is calculated in accordance with guidelines under FASB Accounting 
Standards Codification (ASq Topics 410 and 980-410 (formerly Statement of Financial Accounting 
Standards No. 143, Accounting for AROs and the subsequent FASB interpretation No. 47). 

Each month, the Accounting Analyst in charge of ARO accounting reviews the charges incurred for the 
ARO cost of removal for reasonableness, and if necessary, follows up with field personnel with 
questions. ~ Additionally. the Accounting Analyst will review reports for account 254-Regulatory 
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Liability-ARO for any new ARO asset activity. This account contains the accumulated cost of 
removal/salvage on the underlying "parent" assets which give rise to the ARO liability. Any new or 
unexpected activity in this account will be investigated by the Accounting Analyst to ascertain whether 
the associated ARO liability has been established. Any issues or problems will be addressed. 

Occasionally, due to business needs such as equipment failures and emergencies, a capital/cost of 
removal project will need to be moved to "open" status before Property Accounting receives the fully 
approved AlP. In order for project activation to occur, one offollowing approvals must be received: 

1) Property Accounting must receive email approval from the highest level of LInes of Business (LOB) 
authority based on the total amount of the AlP as per the AlP approval process. Should the AlP be for an 
unbudgeted project, approval from Financial Planning will be required for the early activation, as 
indicated in the Corporate Capital Policy. The approval request email should include the following 
information: i) Project Number; Ii) Project Description; iii) Total Project amount; iv) Name of the 
individual whose highest level of signature authority is required, and any associated Delegation of 
Authorities (DOA); v) Description of the need for the early activation; vi) If the request is for an 
unbudgeted project, the email needs to contain the budgeted project number that will cover the 
unbudgeted spending. 

Or 

2) In the event the project has been previously approved by the Investment Committee, the above 
email from the highest LOB authority would not be required. instead, verification from the Financial 
Planning Department that the project had indeed been approved by the Investment Committee would 
be sufficient approval. 

Additionally, for either scenario 1 or 2 above, an automated AlP must be submitted for $10,000 and 
approved by the project manager and budget coordinator for the project In order for the project to be 
moved to "open" status in PowerPlant. Within 10 business days of the early activation, the AlP must be 
revised with the appropriate dollar amount and other relevant information and resubmitted with all 
required approvals. 

The Property Accounting Department wili maintain a log of Early Activated projects, and copies of the 
email approvals will be filed with the AlP. Property Accounting monitors the log to ensure receipt of the 
AlP. 

Charges are accumulated In capital and retirement projects as a result of manual journal entries and 
automated accounts payable, inventory and labor transactions. Burdens are automatically included as 
applicable. Reference 80.03 - Burden Accounting and 80.05 - Closing and Account Reconciliation 
Narratives for controls surrounding these processes. 

Refer to the Corporate Capital Policy for guidelines regarding materiality and thresholds. All fixed assets 
are recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC). 

To ensure timely capitalization and retirement of projects, a report is generated by the PowerPlant 
Application Access Reviewer on a quarterly basis identifying capital and cost of removal projects which 
are in "open" or "in-service" status but having no activity for 90 days or more. This report is sent to 
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every line of business budget coordinator with a request to update the project with either "in-service" 
or "completion" dates or verify that the project Is stili active, (CA 3] If the project is complete, the 
Property Accounting Department will capitalize It or process a retirement in a timely manner, 

Monthly, the PowerPlant Application Access Reviewer generates a report called the "Job Log" 
identifying all capital projects, which are in Itcompleted" or "closed" status with no actlvlty for 90 days or 
more, The purpose of this report is to identify projects eligible for capitalization/retirement. rCA 4] The 
report Is saved on the Property Accounting Department shared drive (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Job Logs\Current Year Job Logs\Current Month Year\Company Job Log - Month Year), 

During the accounting period, Accounting Analysts select projects from the Job Log for 
capitalization/retirement, The Accounting Analyst uses the Work Order Analysis Checklist posted on the 
Property Accounting Department's shared drive (propacct on 'fs2':\POWER PLANT 
ClASSIFICATION\Work Order Analysis Checklist) to aid in the capitalization and retirement process. This 
checklist ensures that fixed asset records are processed consistently by all Accounting Analysts, reducing 
the risk of misstatement of fixed assets in the financial statements, rCA 6] The capitalization process 
includes the following: 

• Review AlP, 
• Reconcile capital and cost of removal expenditure charges to the AlP to ensure that all 

expenditures have been properly authorized, including requirements for revised AlPs, Review 
project charges to ensure that charges should be properly capitalized or classified as cost of 
removal. 

• Reconcile units of property listed on the AlP to what has been charged to the project. 

The retirement process includes the following: 

• Review AlP and the associated retirement/salvage information. 
• Review project removal charges in the Cost Repository Report - Actual Cost (RW[P), 

Transaction processing is accomplished in PowerPlant with a combination of manual and automated 
processes as documented in the PowerPlant User Guides maintained In PowerPlant. The Accounting 
Analyst creates manual as-builts, in PowerPlant for all non-mass property. Mass property such as utility 
poles, crossarms etc., are unitized through an automated as-built process. In both processes, costs 
charged to capital projects are distributed automatically by the system based on units of property, 
established by the Accounting Analyst in the case of manual as-builts and those established from 
inventory transactions in the case of automated as-builts. The Property Accounting Analyst again 
verifies the segmentation is correct and assigns the asset to a segmented plant account pursuant to 
FERC regulations. 

Manual retirements are those related to a one time retirement event, Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-bullts and those established from inventory transactions in the case of automated as­
bullts. 
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Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatically based upon data supplied from the 
STORMS Work Management System. 

In order to insure that potential large dollar retirements are properlv recorded in the financial records. it 

may be necessary to record a "preliminary retirement." A preliminarv retirement Is defined as an 

"estimated asset cost retired at the time the replacement asset is put into service." A preliminary 

retirement is entered into PowerPlant when an asset has been placed into service but is not yet eligible 

for final unitization due to timing issues. etc. The following guidelines are used to determine whether a 

preliminary retirement is necessary: 

• The project is in In·Service Status lor Completed Status -iWf-but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250.000 

Preliminary retirements will be processed during the 'mid' month (February. April. August and 

November) of each quarter. 

Partial retirements are made from an existing asset. When a retirement asset is a component of an 
existing asset, the Handy Whitman Index is used to determine retired costs. Through reverse 
Interpolation, the factors in this index calculate historical retirement amounts based on current 
spending. Handy Whitman indexes are received bi·annually from the vendor and are uploaded into the 
Power Plant system. These system updates are checked as part of the monthly closing process. 

In order to prevent incorrect data from being entered, PowerPlant validation rules prevent the analyst 
from choosing invalid units of property, plant accounts and business segment combinations. An error 
message is generated in the event of an invalid combination and the Accounting Analyst must correct 
the error before proceeding. In addition, mandatory input fields are required including in service dates, 
tax districts, locations, units of property, etc. PowerPlant does not allow the posting of assets with 
incomplete data fields. 

After the Accounting Analyst creates the as·builts in Power Plant and performs the process "Send to 
CPR", the work Is reviewed as a final check to ensure additions and retirements are compliant with the 
various accounting rules (FERC, company guidelines, etc.) by the designated Accounting Analyst. rCA 5} 
After the review and approval process is completed, relevant data Including project number, amount 
added or retired, cost of removal, salvage amount, and the analyst's initials are entered into the 
Power Plant Classification Spreadsheet maintained on the Property Accounting shared drive (propacct on 
'fs2':\POWER PLANT CLASSIFICATION\Current Year Class\ASBUILTS-INPUT-MONTH YEAR). The 
spreadsheet calculates a control total of all additions, retirements, removal and salvage costs entered by 
Property Accounting Analysts during the month. The as-built folder is then passed to the PowerPlant 
Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the dosing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period. The PowerPlant Application Access Reviewer then runs the 
PowerPlant processes to post all acquisitions for assets and retirements. In order to ensure that 
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potential large dollar retirements are processed, the PowerPlant Application Access Reviewer will 
review quarterly any projects that are in service, but not unitized and have potential retirements, 
Preliminary retirement information will be added to the workorder in PowerPlant for projects where a 
preliminary retirement is required. To verify the accuracy and completeness of the data, monthly the 
PowerPlant Application Access Reviewer reconciles all addition and retirement postings in the general 
ledger to control totals in the PowerPlant Classification Spreadsheet (propacct on 'fs2':\POWER PLANT 
CLASSIFICATION\Current Year Class\ASBUILT-INPUT-MONTH YEAR). leA 8J Discrepancies are 
investigated and cleared as discovered. Once all totals are reconciled, the PowerPlant Application 
Access Reviewer runs the depreciation calculations. PowerPIant automatically generates entries for 
gains and losses on non-mass property whIch are then checked for correctness by the PowerPlant 
Application Access Reviewer. The monthly reconciliation and closing process is then completed. 
Procedures are documented in the "Property Accounting Monthly Closing Procedures", These 
procedures are maintained by the PowerPlant Access Reviewer to ensure accurate monthly financial 
dosing, The Power Plant Application Access Reviewer maintains all supporting documentation in binders 
stored in the Property Accounting Department. During the closing process, the Power Plant Application 
Access Reviewer uses a closing checklist saved on the Property Accounting Shared Drive (propacct on 
'fs2':\Closlng\Closlng Reports\PP Closing Checklist) to ensure that all steps are completed. lCA 7] 

Each month, an Accounting Analyst reconciles the account balances between PowerPlant and the 
General ledger to ensure the Subsidiary ledger and the General Ledger are in balance. Reference CA #7 
in the 80.05 - Closing and Account Reconciliation Narrative. 

On a quarterly basis, the PowerPlant Application Access Reviewer reviews a list of PowerPlant users 
assigned to a Property Accounting Security Group to ensure that there are no unauthorized users. 
Based upon revlew results, security groups can be reassigned or individuals can be deleted from a group 
or groups. Reference CA #1 in the 40.03 - PowerPlant Application Security Narrative. 

Relevant spreadsheets have been identified and assessed regarding use (Analytical, Financial, and 
Operational) and complexity (High, Medium, and lOw). The necessary level of controls over 
spreadsheets is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the Comprehensive Spreadsheet Policy. Sarbanes-Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its SharePoint site. lCA 11] 

Access to the Company's network shared drives that contain financial data Is restricted. A quarterly 
review of access rights to the network shared drives is performed to ensure that access is restricted to 
only USers with a valid business need. [eA 12] 

Information Processing Objectives (CAVR) 

Completeness: All transactions that occur are processed once and only once; duplicate entries are 
Identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy: Transactions are recorded at the correct amount in the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 

Validity: Only authorized economic events that actually occurred and relate to LG&E and KU Energy lLC 
and Its' subsidiaries are recorded. 
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Restricted Access: Data is protected against unauthorized amendments and access to confidential data 
and physical assets are appropriately restricted to authorized personnel. 
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i~ 
Transaction: 
Transaction Owner: 
Executive Owner: 
Companies: 

Transaction Overview: 

40 - Fixed Assets 
40.02 - Depreciation of Fixed Assets 
Manager, Property Accounting 
Director, Accounting and Regulatory Reporting 
lG&E, KU, lKE and its' subsidiaries 

PPL companies 

This transaction is to ensure that depreciation is properly authorized and reported completely and 
accurately. 

Key Risks: 

1 Depreciation is calculated incorrectly. 
a. Depreciation is calculated using an incorrect basis. 
b. Assets are classified to incorrect plant accounts leading to incorrect depreciation calculation. 
c. Depreciation rates may be Incorrectly input into PowerPlant. 

2 Depreciation rates used are not approved by regulatory agencies. 
3 Depreciation of fixed assets may not be recorded in the proper accounting period. 
4 Depreciation of fixed assets recorded in PowerPlant may not be transferred to the general ledger 

completely or accurately. 
5 Spreadsheet Risk - a standard risk will be written by S-OX Compliance 
6 Shared drive risk - a standard risk will be written by S-OX Compliance 

Control Activities: 

#1 I Reference I Risk: la, 3 I Quarterly I Semi-Automated I Preventive I CI AI V 
Activated costs for construction!cost of removal: Reference control activity #3 on transaction narrative 
40.01- Acquisitions, Disposals and Retirements. 

#2 I Reference .1. Risk: la, 3 I Monthly I Semi-Automated I Detective I C, A, V 
Capitalization/Retirement eligible projects: Reference control activity #4 on transaction narrative 40.01 
- Acquisitions, Disposals and Retirements. 

U3 I Reference I Risk: lb I Dally I Semi-Automated I Detective I C, A, V 
Capitalization/Disposals affixed assets: Reference control activity itS on transaction narrative 40.01 
Acquisitions, Disposals and Retirements. 
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#4 I Key I Risk: le, 2 I Event-driven I Semi-Automated I Detective I C, A, V 

Double-checked master data: Upon receipt of a written Order from the Kentucky Public Service 
Commission (KPSC) or Virginia State Corporation Commission (VSCC), the Manager, Property Accounting 
sends an email to the PowerPlant Application Access Reviewer requesting any applicable changes in 
depreciation rates be made in Power Plant. Upon updating PowerPlant, the Power Plant Application 
Access Reviewer notifies the Manager, Property Accounting via email that the changes are ready for 
review to ensure that they have been properly entered. Subsequent to review of the system changes, 
the Manager, Property Accounting replies with an email approving the change. 

#5 I Reference I Risk: 4 I Monthly I Manual I Preventive I C, AI V 
Closing CheckUst: Reference control activities #7 on transaction narrative 40,01- Acquisitions, Disposals 
and Retirements, 

#6 I Reference I Risk: 4 I Monthly I Semi-Automated I Detective I C,A 
Period closing activities: Reference control activity #8 on transaction narrative 40,01- Acquisitions, 
Disposals and Retirements, 

#7 I Key I Risk: 4 I Monthly I Semi-Automated I Detective I C, A, V 
Check depreciation values: Once the depreciation run has successfully completed, the PowerPlant 
Application Access Reviewer runs a report In PowerPlant to verify depreciation entries for the month by 
comparing them to the prior month to ensure validity prior to posting, Variances exceeding 5% are 
investigated. The Manager, Property Accounting reviews and signs off on the validation. 

#f8 Key Risk: 5 Ongoing Manual Preventive 
Spreadsheet Controls: Reference control activity number 1 on 80.10 GenerallCFR 

#9 I Key I Risk: 6 I Quarterly I Manual I Preventive I R 
Restricted Access to Network Shared Drives: Reference control activity number 2 on 80.10 - General 
ICFR 

Process Description: 

lG&E and KU Energy llC and Its' subsidiaries (the Companies) establish depreciation rates and all 
underlying parameters in accordance with generally accepted accounting principles and with regulatory 
standards as set forth in the Federal Energy Regulatory Commission (FERC) Code of Federal Regulations 
and in IIpublic Utility Depreciation Practices" published by the National Association of Regulatory Utility 
Commissioners, The Companies use the "Group" method, which is particularly adaptable to utility 
property. Rather than depreciating each item by itself or depreciating one single group containing all 
utility plant, a group contains homogenous units of plant, which are alike in character and operated 
under the same general conditions. For example, utility poles are generally combined in a single group, 
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The Companies complete periodic depreciation studies, normally at S-year intervals or as directed by 
the KPSC or VSCC, to ensure that rates, useful lives and other master data are justified and appropriate. 

Changes to depreciation rates are subject to the approval of the KPSC or the VSCC. In the event that the 
KPSC and/or VSCC do not approve the study, the current rates remain In effect. Upon receipt of a 
written Order from the KPSC or VSCC, the Manager, Property Accounting sends an email to the 
PowerPlant Application Access Reviewer requesting the applicable changes be made in PowerPlant. 
Upon updating PowerPlant, the PowerPlant Application Access Reviewer notifies the Manager, Property 
Accounting via email that the changes are ready for review to ensure that they have been properly 
entered. Subsequent to review of the system changes, the Manager, Property Accounting replies with 
an email approving the change. rCA 4] This series of emalls is retained by the PowerPlant Application 
Access Reviewer in a binder to document proof of proper review and approval of changes to master 
data in PowerPlant. To prevent unauthorized changes to depreciation rates, lives, etc., only the 
Individuals within the PowerPlant Administrative Security Group have access to make changes. 

To ensure timely capitalization of projects, a report is generated by the PowerPlant Application Access 
Reviewer on a quarterly basis identifying capital projects which are In "open" or "in-service" status but 
having no activity for 90 days or more. This report is sent to every line of business budget coordinator 
with a request to update the project with either "In-service" or "completion" dates or verify that the 
project Is still active. rCA 1] If the project Is complete, the Property Accounting Department will 
capitalize It In a timely manner. 

Monthly, the PowerPlant Application Access Reviewer generates a report identifying all capital projects, 
which are in "completed" or "closed" status with no activity for 90 days or more. The purpose of this 
report is to identify projects eligible for capitalization. rCA 2} The report Is saved on the Property 
Accounting Department shared drive (propacct on 'fs2':\POWER PLANT CLASSIFICATION\Job 
Logs\Current Year Job logs\Current Month Year\Company Job log - Month Year). Transaction 
processing is accomplished in PowerPlant with a combination of manual and automated processes as 
documented in the PowerPlant User Guides maintained in PowerPlant. The Accounting Analyst creates 
manual as-bunts, in PowerPlant for all non-mass property. Mass property such as utility poles, 
crossarms etc., are unitized through an automated as-built process. In both processes, costs charged to 
capital projects are distributed automatically by the system based on units of property, established by 
the Accounting Analyst in the case of manual as-bullts and those established from inventory 
transactions in the case of automated as-builts. The Accounting Analyst again verifies the segmentation 
Is correct and assigns the asset to a segmented plant account pursuant to FERC regulations. 

Manual retirements are those related to a one time retirement event. Assets are selected for 
retirement through the "CPR Retire" function. Costs charged to retirement projects are distributed 
automatically by the system based on units of property, established by the Accounting Analyst in the 
case of manual as-builts and those established from inventory transactions in the case of automated as­
builts. 

Blanket retirements are those related to ongoing projects which are processed periodically. The 
requests for PowerPlant retirements are created automatIcally based upon data supplied from the 
STORMS Work Management System. 

In order to insure that potential large dollar retirements are properly recorded in the financial records. it 

may be necessary to record a "preliminary retirement." A preliminary retirement is defined as an 
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"estimated asset cost retired at the time the replacement asset is put into service." A preliminarv 

retirement is entered into Power Plant when an asset has been placed into service but is not yet eligible 

for final unitization due to timing issues. etc. The following guidelines are used to determine whether a 

preliminary retirement is necessary: 

• The project is in In~Service Status lor Completed Status - but not yet unitized: and 

• The new asset replacement cost must be equal to or greater than $250,000 

Preliminary retirements will be processed during the 'mid' month (February, April, August and 

November) of each quarter, 

Partial retirements are made from an existing asset. When a retirement asset is a component of an 
existing asset, the Handy Whitman Index is used to determine retired costs. Through reverse 
interpolation, the factors in this index calculate historical retirement amounts based on current 
spending, Handy Whitman indexes are received bi-annually from the vendor and are uploaded into the 
PowerPlant system. These system updates are checked as part of the monthly closing process, 

In order to prevent incorrect data from being entered, Power Plant validation rules prevent the 
Accounting Analyst or Associate from choosing invalid units of property, plant accounts and business 
segment combinations. An error message is generated in the event of an Invalid combination and the 
analyst must correct the error before proceeding. In addition, mandatory input fields are required 
including in service dates, tax districts, locations, units of property, etc, PowerPlant does not allow the 
posting of assets with incomplete data fields. 

After the Accounting Analyst or Associate creates the as-builts in Power Plant and performs the process 
ItSend to CPR", the work is reviewed as a final check to ensure additions and retirements are compliant 
with the various accounting rules (FERC, company guidelines, etc.) by the deSignated Accounting 
Analyst,[CA3] After the review and approval process is completed, relevant data including project 
number, amount added or retired, cost of removal, salvage amount, and the Accounting Analyst's 
initials are entered into the PowerPlant Classification Spreadsheet maintained on the Property 
Accounting shared drive (propacct on 'fs2':\POWER PLANT CLASSIFICATION\Current Year 
Class\ASBUILTS~INPUT~MONTH YEAR). The spreadsheet calculates a control total of ali additions, 
retirements, removal and salvage costs entered by Accounting Analysts during the month. The as-built 
folder is then passed to the PowerPlant Application Access Reviewer for posting. 

The PowerPlant Application Access Reviewer begins the closing process by sending an email to all 
Property Accounting personnel toward the end of the accounting period informing them of the last day 
to unitize assets for the current period, The PowerPlant Application Access Reviewer then runs the 
PowerPlant processes to post all asset additions and retirements. In order to ensure that potential large 
dollar retirements are processed, the PowerPiant Application Access Reviewer will review quarterly any 
projects that are in service, but not unitized and have potential retirements. Preliminary retirement 
information will be added to the workorder In PowerPlant for projects where a preliminary retirement is 
required. To verify the accuracy and completeness of the data, monthly the PowerPlant Application 
Access Reviewer reconciles the system-generated additions and retirement reports to the PowerPlant 
Classification Spreadsheet (propacct on 'fs2':\POWER PLANT CLASSIFICATION\Current Year 
Class\ASBUllTS-INPUT-MONTH YEAR). [CA6] Discrepancies are investigated and cleared as discovered. 
Procedures are documented in the "Property Accounting Monthly Closing Procedures". These 
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procedures are maintained by the Power Plant Application Access Reviewer to ensure accurate monthly 
financial closing. After ensuring that all assets for the current period are posted, the PowerPlant 
Application Access Reviewer runs the depreciation process as documented in the Property Accounting 
Monthly Closing Procedures. 

PowerPlant ensures accurate, complete and timely depreciation through implemented depreciation 
schedules, Once the depreciation run has successfully completed, the PowerPlant Application Access 
Reviewer runs a report in PowerPlant to verify depreciation entries for the month by comparing them to 
the prior month to ensure validity prior to posting, Variances exceeding 5% are investigated, The 
Manager, Property Accounting reviews and signs off on the validation. rCA 7] After approval, 
Power Plant creates General ledger Journal Entries. Upon verifying the reasonableness of the un-posted 
entry, the PowerPlant Application Access RevIewer posts the system generated depreciatIon entry to 
the Oracle General ledger. During the closIng process, the Power Plant Application Access Reviewer 
uses a closing checklist saved on the Property Accounting shared drive (propacct on 
'fs2':\Closing\Closing Reports\PP Closing Checklist) to ensure that all steps are completed. rCA 5] The 
PowerPlant Application Access Reviewer then opens the next month and closes the current month In 
accordance with the Closing Checklist. 

Each month, an Accounting Analyst reconciles the account balances between PowerPlant and the 
General ledger to ensure the Fixed Asset Subsidiary ledger and the General ledger are in balance. 
Reference CA #7 in the 80.05 - Closing and Account Reconciliation Narrative. 

System access for processIng depreciation is restricted to Property Accounting employees with the 
Power Plant Application Access Reviewer responsibility, Recording fixed asset transactions and journal 
entries are restricted to Property Accounting employees according to theIr responsibilities and approved 
user access rights. These functions are segregated from approval of capital and maintenance projects 
and custody of fixed assets as described in the process C04.02.01 Acquiring Fixed Assets. On a quarterly 
basis, the PowerPlant Application Access Reviewer reviews a list of Power Plant users assigned to a 
Property Accounting Security Group to ensure that there are no unauthorized users, Based upon review 
results, security groups can be reassigned or Individuals can be deleted from a group or groups. 
Reference CA #1 in the 40.03 - PowerPlant Application Security Narrative. 

Relevant spreadsheets have been identified and assessed regarding use (Analytical, Financial, and 
Operational) and complexity (High, Medium, and low). The necessary level of controls over 
spreadsheets is determined based on use and complexity. Appropriate controls over spreadsheets are in 
accordance with the ComprehensIve Spreadsheet Policy, Sarbanes-Oxley Compliance maintains an 
inventory of the applicable spreadsheets on its SharePolnt site, rCA 8] 

Access to the Company's network shared drives that contain financial data is restricted, A quarterly 
review of access rights to the network shared drives is performed to ensure that access is restricted to 
only users with a valid business need, rCA 9] 

Information Processing Objectives (CAVR) 
Completeness: All transactions that occur are processed once and only once; duplicate entries are 
identified and rejected; all exceptions/rejections are addressed and resolved. 

Accuracy: Transactions are recorded at the correct amount in the appropriate account and proper 
period. That includes accuracy of key data elements and standing data used in transaction processing. 
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Validity: Only authorized economic events that actually occurred and relate to the Companies are 
recorded. 

Restricted Access: Data is protected against unauthorized amendments and access to confidential data 
and physical assets are appropriately restricted to authorized personnel. 
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Crescente, Angela 

From: 
Sent: 
To: 

Wiseman, Sara 
Tuesday, January 18, 2011 4:57 PM 
Crescente, Angela 

In November 2010, the' Company made a purchase accounting adjustment to fair value AROs due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB ASC, an offsetting 
regulatory credit was recorded in depreciation and amortization in the income statement for the successor company of 
$3 million in 2010 for the ARO accretion and depreciation expense. The offsetting regulatory credit recorded in 
depreciation and amortization in the income statement for the predecessor company in 2010 was less than $1 million 
and $2 million was recorded in 2009 and 2008 for the ARO accretion and depreciation expense. LG&E's AROs are 
primarily related to the final retirement of assets associated with generating units and natural gas mains and wells. For 
the period between October 31,2010 and December 31,2010, ARO accretion and removal costs incurred were less than 
$1 million. 

ScwwW~ 

M~, pvopevty ,4CCOUt'\t'W1.ff 
()f('£oY 502.627.3189 
ceU- 502.338.0886 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Daly, Karen 
Wednesday, January 26, 2011 1:48 PM 
Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
Note 3 - Asset Retirement Obligations 

Attached are our changes for Note 3 on all three companies. 

~~~ EJ 
LKE - Note 3.docx KU - Note 3.docx LGE - Note 3.docx 

If you have any changes - please let Angela know. 

Karen L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 

1 
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Note 3 "Asset Retirement Obligations 

-A summary ofthe Company's net ARO assets, ARO liabilities and regulatory assets established 
under the asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
(in millions) Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 9 $ (63) $ 57 
ARO accretion (4) 4 
ARO depreciation (2) 1 
ARO settlements 1 (2) 
Removal cost incurred 1 

As of December 31,2009, Predecessor 7 (65) 60 
ARO accretion (4) 4 
Reclass for retired assets (2) 2 
ARO revahmtion_"_change in estimates .w~ (54) 4J 
Removal cost incuned 1 

As of October 31, 2010, Predecessor;WW 56 (122) 69 
ARO depreciation (2) 2 
Purchase accounting. -.fair value adjustment 43 19 (62) 

As of December 31, 2010, Successor $ 97 $ (103) $ 

As of September 30, 2010, the Company performed a revaluation of its AROs as a result of 
recently proposed environmental legislation and improved ability to forecast asset retirement 
costs due to recent construction and retirement activity. 

In November 2010, the Company made a purchase accounting adjustment to fair value AROs 
due to the PPL acquisition. 

9 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB 
ASC, an offsetting regulatory credit was recorded in depreeiationDepreciation, accretion and 
amortization in the moome statementStatements of Income for the Successor of $2 million in 
2010, and $4 million for the Predecessor for the ARO accretion and depreciation expense. -The 
offsetting regulatory credit recorded in depreeiationDepreciation, accretion and amOliization in 
the moome statementStatements of Income was $4 million in 2009 and 2008 for the ARO 
accretion and depreciation expense. LG&E's and KU'sLKE's AROs are primarily related to the 
final retirement of assets associated with generating units and natural gas mains and wells. 

LG&E and KULKE transmission and distribution lines largely operate under perpetual property 
easement agreements which do not generally require restoration upon removal of the property. 
Therefore, under the asset retirement and environmental obligations guidance of the FASB ASC, 
no material asset retirement obligations are recorded for transmission and distribution assets. 
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Note 3 - Asset Retirement Obligations 

A summary ofKU's net ARO assets, ARO liabilities and regulatory assets established under the 
asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
(in millions) Assets Liabilities Assets 

As of December 31,2008, Predecessor 5 (32) 28 
ARO accretion (2) 2 
ARO depreciation (1 ) 

As of December 31, 2009, Predecessor 4 (34) 30 
ARO accretion (2) 2 
Reclass for retired assets (I) 1 
ARO revaluation_-_change in estimates 22 (24) 2 

As of October 31,2010, Predecessor 25 (60) 35 
ARO depreciation (I) 1 
Purchase accountinR. -Jail' value adjustment 28 6 (34) 

As of December 31 j 2010, Successor $ 52 $ (54) $ 2 

In September 2010, the Company performed a revaluation of its AROs as a result of recently 
proposed environmentallegisiation and improved ability to forecast asset retirement costs due to 
recent construction and retirement activity. 

In November 2010, the Company made a purchase accounting adjustment to fair value AROs 
due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the F ASB 
ASC, an offsetting regulatory credit was recorded in aepreeiatieHDepreciation j accretion and 
amortization in the ineeme statemeRtStatements ofIncome for the Successor of$1 million in 
2010 ... and $2 million for the Predecessor for the ARO accretion and depreciation expense. The 
offsetting regulatory credit recorded in ElepreeiaHooDepreciation, accretion and amortization in 
the ineame statemen-tStatements of Income was $2 million in 2009 and 2008 for the ARO 
accretion and depreciation expense. KU's AROs arc primarily related to the final retirement of 
assets associated with generating units. 

KU transmission and distribution lines largely operate under perpetual property easement 
agreements which do not generally require restoration upon removal of the property. Therefore, 
under the asset retirement and environmental obligations guidance of the FASB ASC, no 
material asset retirement obligations are recorded for transmission and distributioll assets. 

+--- - -1 Formatted Table 
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Note 3 - Asset Retirement Obligations 

A summary ofLG&E's net ARO assets, ARO liabilities and regulatory assets established under 
the asset retirement and environmental obligations guidance of the F ASB ASC follows: 

ARONet ARO Regulatory 
(in millions) Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 4 S (31) $ 29 
ARO accretion (2) 2 
ARO depreciation (I) I 
ARO settlements (2) 
Rcmoval cost incurred 

As ofDeccmber 31, 2009, Predecessor 3 (31) 30 
ARO accretion (2) 2 
Reclass for retired assets (I) I 
ARO revaluation_-_change in estimates 29 (30) I 
Removal cost incurred I 

As of October 31,2010, Predecessor 31 (62) 34 
ARO depreciation (I) I 
Purchase accounting..-Jair value adiustment 15 13 (28) 

As of December 31, 2010, Successor $ 45 $ (49) $ 7 

In September 2010, the Company performed a revaluation of its AR8£-AROs as a result of 
recently proposed environmental legislation and improved ability to forecast asset retirement 
costs due to recent construction and retirement activity. 

In November 2010, the Company made a purchase accounting adjustment to fair value AROs 
due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB 
ASC, an offsetting regulatory credit was recorded in eepreeiatieHDepreciation, accretion and 
amortization in the moorne--stateffientStatements of Income for the Successor of $1 million in 
2010-,- and $2 million for the Predecessor for the ARO accretion and depreciation expense. The 
offsetting regulatory credit recorded in eepreei-at-ieftDepreciation, accretion and amortization in 
the meeme statemeatStatements of Income was $2 million in 2009 and 2008 for the ARO 
accretion and depreciation expense. LG&E's AROs arc primarily related to the final retirement 
of assets associated with generating units and natural gas mains and wells. 

LG&E transmission and distribution lines largely operate under perpetual property easement 
agreements which do not generally require restoration upon removal of the property. Therefore, 
under the asset retirement and environmental obligations guidance of the F ASB ASC, no 
material asset retirement obligations arc recorded for transmissiotl and distribution assets. 

<t- - - -t Formatted Table 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Daly, Karen 
Thursday, January 27,2011 5:30 PM 
Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
Note 3 - v2 

Attached are a few additional changes for Note 3. Please note - there is a change in the table to add a space before and 
after the - in two lines. 

C@JU 
LKE - Note3-

v2.docx 
KU-Note3-

v2.docx 
LGE - Note 3 -

v2.docx 

If you have questions, please let Angela know. 

Karen L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 
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Note 3 - Asset Retirement Obligations 

A summary of the Company's net ARO assets, ARO liabilities and regulatory assets established 
under the asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 9 $ (63) $ 
ARO accretion (4) 
ARO depreciation (2) 
ARO settlements 1 
Removal cost incurred 1 

As of December 31, 2009, Predecessor 7 (65) 
ARO accretion (4) 
Rec1ass for retired assets (2) 

I ARO revaluation_-_change in estimates 51 (54) 
Removal cost incurred 1 

As of October 31,2010, Predecessor 56 (122) 
ARO depreciation (2) 
I Purchase accounting_-Jair value adjustment 43 19 

As of December 31, 2010, Successor $ 97 $ (103) $ 

As of September 30, 2010, the Company performed a revaluation of its AROs as a result of 
recently proposed environmental legislation and improved ability to forecast asset retirement 
costs due to recent construction and retirement activity. 

57 
4 
1 

(2) 

60 
4 
2 
3 

69 
2 

(62) 

9 

In November 2010, the Company maae-recorded a purchase accounting adjustment to fair value 
AROs due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB 
ASC, an offsetting regulatory credit was recorded in Depreciation, accretion and amortization in 
the Statements ofIncome for the Successor of $2 million in 2010 and $4 million for the 
Predecessor for the ARO accretion and depreciation expense. The offsetting regulatory credit 
recorded in Depreciation, accretion and amortization in the Statements ofIncome was $4 million 
in 2009 and 2008 for the ARO accretion and depreciation expense. LKE's AROs are primarily 
related to the final retirement of assets associated with generating units and natural gas mains 
and wells. 

LKE transmission and distribution lines largely operate under perpetual property easement 
agreements which do not generally require restoration upon removal ofthe property. Therefore, 
under the asset retirement and environmental obligations guidance of the FASB ASC, no 
material asset retirement obligations are recorded for transmission and distribution assets. 
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Note 3 - Asset Retirement Obligations 

A summary ofKU's net ARO assets, ARO liabilities and regulatory assets established under the 
asset retirement and environmental obligations guidance ofthe F ASB ASC follows: 

As of December 31, 2008, Predecessor 
ARO accretion 
ARO depreciation 

As of December 31, 2009, Predecessor 
ARO accretion 
Reclass for retired assets 
ARO revaluation_-_change in estimates 

As of October 31, 2010, Predecessor 
ARO depreciation 
Purchase accounting_-fair value adjustment 

As of December 31, 2010, Successor 

ARO Net ARO Regulatory 

$ 

Assets Liabilities Assets 

5 

(1) 

4 

(1) 
22 

25 
(1) 
28 

52 $ 

(32) 
(2) 

(34) 
(2) 

(24) 

(60) 

6 

{54) $ 

28 
2 

30 
2 
I 
2 

35 
1 

(34) 

2 

In September 2010, the Company performed a revaluation of its AROs as a result of recently 
proposed environmental legislation and improved ability to forecast asset retirement costs due to 
recent construction and retirement activity. 

In November 2010, the Company made-recorded a purchase accounting adjustment to fair value 
AROs due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB 
ASC, an offsetting regulatory credit was recorded in Depreciation, accretion and amortization in 
the Statements of Income for the Successor of $1 million in 2010 and $2 million for the 
Predecessor for the ARO accretion and depreciation expense. The offsetting regulatory credit 
recorded in Depreciation, accretion and amortization in the Statements of Income was $2 million 
in 2009 and 2008 for the ARO accretion and depreciation expense. KU's AROs are primarily 
related to the final retirement of assets associated with generating units. 

KU transmission and distribution lines largely operate under perpetual property easement 
agreements which do not generally require restoration upon removal of the propeliy. Therefore, 
under the asset retirement and environmental obligations guidance of the F ASB ASC, no 
material asset retirement obligations are recorded for transmission and distribution assets. 
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Note 3 - Asset Retirement Obligations 

A summary ofLG&E's net ARO assets, ARO liabilities and regulatory assets established under 
the asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 4 $ (31) $ 29 
ARO accretion (2) 2 
ARO depreciation (1) 1 
ARO settlements 1 (2) 
Removal cost incuned 1 

As of December 31, 2009, Predecessor 3 (31) 30 
ARO accretion (2) 2 
Rec1ass for retired assets (1) 1 
ARO revaluation_-_change in estimates 29 (30) 1 
Removal cost incurred 1 

As of October 31, 2010, Predecessor 31 (62) 34 
ARO depreciation (1) 1 
Purchase accounting_-Jair value adjustment 15 13 (28) 

As of December 31, 2010, Successor $ 45 $ (49) $ 7 

In September 2010, the Company performed a revaluation of its ARO's as a result of recently 
proposed environmental legislation and improved ability to forecast asset retirement costs due to 
recent construction and retirement activity. 

In November 2010, the Company rnaEle-recorded a purchase accounting adjustment to fair value 
AROs due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the F ASB 
ASC, an offsetting regulatory credit was recorded in Depreciation, accretion and amortization in 
the Statements of Income for the Successor of$1 million in 2010 and $2 million for the 
Predecessor for the ARO accretion and depreciation expense. The offsetting regulatory credit 
recorded in Depreciation, accretion and amortization in the Statements of Income was $2 million 
in 2009 and 2008 for the ARO accretion and depreciation expense. LG&E's AROs are primarily 
related to the final retirement of assets associated with generating units and natural gas mains 
and wells. 

LG&E transmission and distribution lines largely operate under perpetual propeliy easement 
agreements which do not generally require restoration upon removal of the property. Therefore, 
under the asset retirement and environmental obligations guidance of the F ASB ASC, no 
material asset retirement obligations are recorded for transmission and distribution assets. 
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Crescente, Angela 

From: Crescente, Angela 
Sent: Thursday, February 10, 2011 11: 14 AM 
To: 
Subject: 

Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Note 4 changes 

Tracking: 

Diane, 

Recipient 

Moeller, Diane 

Fackler, Andrea 

McDaniels, Jason 

Please see the attached changes for Note 4 for all companies: 

LKE Note 4 KU . Note 4 LGE . Note 4 
wording.doex wording,doc< wording.do(x 

Thanks, 
Angela 

1 

Read 

Read: 2/10/20111:46 PM 

Read: 2/10/201111:15 AM 
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investments no later than December 19,2008, and to complete the consideration by December 
19,2009. The Kentucky Commission established a procedural schedule that allowed for data 
discovery and testimony tlu'ough July 2009. In October 2009, the Kentucky Commission held an 
informal conference for the purpose of discussing issues related to the standard regarding the 
consideration of Smart Grid investments. A public hearing has not been scheduled in this matter. 

Note 4 - Asset Retirement Obligations 

A summary of the Company's net ARO assets, ARO liabilities and regulatory assets established 
under the asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 9 $ (63) $ 
ARO accretion and depreciation (2) (4) 
ARO settlements 1 
Removal cost incurred 1 

As of December 31, 2009, Predecessor 7 (65) 
ARO accretion and depreciation (4) 
Reclass for retired assets (2) 
ARO revaluation - change in estimates 51 (54) 
Removal cost incurred 1 

As of October 31, 2010, Predecessor 56 (122) 
ARO accretion and depreciation (2) 
Purchase accounting - fair value adjustment 43 19 

As of December 31, 2010, Successor $ 97 $ (103) $ 

As of September 30, 2010, the Company performed a revaluation of its AROs as a result of 
recently proposed environmental legislation and improved ability to forecast asset retirement 
costs due to recent construction and retirement activity. 

57 
5 

(2) 

60 
4 
2 
3 

69 
2 

(62) 

9 

In November 2010, the Company recorded a purchase accounting adjustment to fair value AROs 
due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the F ASB 
ASC, an offsetting regulatory credit was recorded in "Depreciation, accretion and amortization" 
in the Consolidated Statements ofIncome for the Successor of$2 million in2010 and $4 million 
for the Predecessor for the ARO accretion and depreciation expense. The offsetting regulatory 
credit recorded was $4 million in 2009 and 2008 for the ARO accretion and depreciation 
expense. The ARO Liabilities were-are offset BJ' $3 million ofJ:>y cash settlements that have not 
yet been applied. Therefore, ARO Net Assets, ARO Liabilities, and Regulatory Assets balances 
do not net to zero. due to tfle sash settlements. 
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Note 4 - Asset Retirement Obligations 

A summary ofKU's net ARO assets, ARO liabilities and regulatory assets established under the 
asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 5 $ (32) $ 28 
ARO accretion and depreciation (1) (2) 2 

As of December 31, 2009, Predecessor 4 (34) 30 
ARO accretion and depreciation (2) 2 
Reclass for retired assets (1) 1 
ARO revaluation - change in estimates 22 (24) 2 

As of October 31, 2010, Predecessor 25 (60) 35 
ARO accretion and depreciation (1) 1 
Purchase accounting - fair value adjustment 28 6 (34) 

As of December 31, 2010, Successor $ 52 $ (54) $ 2 

In September 2010, the Company performed a revaluation of its AROs as a result of recently 
proposed environmental legislation and improved ability to forecast asset retirement costs due to 
recent construction and retirement activity. 

In November 2010, the Company recorded a purchase accounting adjustment to fair value AROs 
due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB 
ASC, an offsetting regulatory credit was recorded in "Depreciation, accretion and amortization" 
in the Statements ofIncome for the Successor of$lmillion in2010 and $2 million for the 
Predecessor for the ARO accretion and depreciation expense. The offsetting regulatory credit 
recorded was $2 million in 2009 and 2008 for the ARO accretion and depreciation expense. The 
ARO Liabilities were-are offset by less fRan aile millioll of cash settlements that have not yet 
been applied. 

KU's AROs are primarily related to the final retirement of assets associated with generating 
units. KU transmission and distribution lines largely operate under perpetual propelty easement 
agreements which do not generally require restoration upon removal of the property. Therefore, 
under the asset retirement and environmental obligations guidance of the FASB ASC, no 
material asset retirement obligations are recorded for transmission and distribution assets. 
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Note 4 - Asset Retirement Obligations 

A summary ofLG&E's net ARO assets, ARO liabilities and regulatory assets established under 
the asset retirement and environmental obligations guidance of the FASB ASC follows: 

ARONet ARO Regulatory 
Assets Liabilities Assets 

As of December 31, 2008, Predecessor $ 4 $ (31) $ 29 
ARO accretion and depreciation (1 ) (2) 3 
ARO settlements 1 (2) 
Removal cost incurred 1 

As of December 31, 2009, Predecessor 3 (31) 30 
ARO accretion and depreciation (2) 2 
Reclass for retired assets (1 ) 1 
ARO revaluation - change in estimates 29 (30) 1 
Removal cost incurred I 

As of October 31,2010, Predecessor 31 (62) 34 
ARO accretion and depreciation (1) 1 
Purchase accounting - fair value adjustment 15 13 (28) 

As of December 31, 2010, Successor $ 45 $ (49) $ 7 

In September 2010, the Company performed a revaluation of its AROs as a result of recently 
proposed environmental legislation and improved ability to forecast asset retirement costs due to 
recent construction and retirement activity. 

III November 20 I 0, the Company recorded a purchase accounting adjustment to fair value AROs 
due to the PPL acquisition. 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the FASB 
ASC, an offsetting regulatory credit was recorded in "Depreciation, accretion and amortization" 
in the Statements of Income for the Successor of$1 million in 2010 and $2 million for the 
Predecessor for the ARO accretion and depreciation expense. The offsetting regulatory credit 
recorded was $2 million in 2009 and 2008 for the ARO accretion and depreciation expense. The 
ARO Liabilities were-are onset by $3 lHil1iel~cash settlements that have not yet been applied. 
Therefore, ARO Net Assets, ARO Liabilities, and Regulatory Assets balances do not net to zero ... 
aile te the eash settlemeffis-o 

LG&E's AROs are primarily related to the final retirement of assets associated with generating 
units and natural gas mains and wells. LG&E transmission and distribution lines largely operate 
under perpetual property easement agreements which do not generally require restoration upon 
removal of the property. Therefore, under the asset retirement and environmental obligations 
guidance of the F ASB ASC, no material asset retirement obligations are recorded for 
transmission and distribution assets. 
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Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Friday, November 04, 2011 10:07 AM 
Kelly, Mimi 

Cc: Hickman, James; Ising, John; Crescente, Angela 
Subject: FW: Revised version of ARO error assessment memo 

AROmemo 

Mimi: Please see attached. 

From: Kelly, Mimi 
Sent: Friday, November 04, 2011 9:06 AM 
To: Wiseman, Sara; Crescente, Angela 
Cc: Hickman, James; Ising, John 
Subject: FW: Revised version of ARO error assessment memo 

Good Morning-
Do one of you happened to have a tracked changes version so we can see what changes were made? 
Thanks. 

Mimi Kelly 
502-627-2482 

From: Charnas, Shannon 
Sent: Thursday, November 03, 2011 5: 13 PM 
To: Scott, Valerie; 'Maggie.Garrison@ey.com'; 'Jennifer.Beneke@ey.com' 
Cc: Wiseman, Sara; Crescente, Angela; Shelton, Debbie; Kelly, Mimi; Pienaar, Lesley 
Subject: Revised version of ARO error assessment memo 

Attached is a clean revised and final version of the ARO error assessment memo, which had some revisions following 
discussion with E&Y. If you have any questions, please let me know. 

Thanks, 

rWJ.~~ 
~ 

ARO (Te2 Joint 
Use .nd Gas Tr .... 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Maggie -

Charnas, Shannon 
Monday, October 31,2011 9:30 AM 
'Maggie.Garrison@ey.com' 
Wiseman, Sara 
AROmemo 

We have made some edits to the memo to address your comments. If you are OK with these, I will finalize and 
distribute a clean version. 

~ 
ARO (TCl Joint 

Use and Gas Tra ... 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E and KU 
(502) 627-4978 

1 
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IGf: KU. 

MEMORANDUM 

Date: October ,,;U, 20 II 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Property Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory Reporting 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sarbanes-Oxley Compliance 
Lesley Picnaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Errol' 

During September 2011, it was discovered that asset retirement obligations CARDs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint lise assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 20 II and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 becamc operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quatter of2011, it was discovered that anARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount repOlted was 
not identified as transmission 01' distribution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 

.-_ -i r:~matted: Tab stops: 1.85", Left + 2.6r, ) 

Attachment to Response to KU AG-1 Question No. 201 
Page 556 of 1014 
Charnas



October Sll, 2011 
Page 2 
Asset Retirement Obligations~Trimble County 2 Joint Use & Gas Transmission 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re~established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re~estabJishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is m-a-i-tHy 
primarily due to the difference in the January discount rate used to establish the new AROs vs, 
the discount rate used when the AROs were re-valued at November 1, 2010 as part of the PPL 
acquisition. The ta\}le eel€t,,' ilhtstrah!s the enl¥h~8 kiRg tmttle te tke ARO liaeilit) ferTC2 (in 
thoMsanas $): 

,*- - - --f Formatted: Une spacing: sIngle 
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II,/ 

'" I, ' 1,;';0,+ .... , .. , ....... I " ' 
~ leU ~ ___________________________ ..,I// 

BegiflfliRg B~!2 _____ fi:.t ____ 7J§2 ______ :: _________ ~~ ______________________________ -JI / 

Revefsal efLG&E's ,'h'ZO";:; _______________ n~ _n __ n _______ ~ ______ n ______ n ______ n __ n __ j 
Estahlisfiment effle" /,R0s i>;%9 ¥64 f;633 
hHttary A1::i_£;l;lS~ ~ --}4;! ~ 

Net Sefltem1ger 2011 Aetivit) P-1 (3,46'11 3,S% ~ 

Endin" Balanee ARO Lial>ilitj Ell I E9l ~ 3,S% '1$& 

The~taJ:>J~b,e19l!{jll]J~trj\t,,~Jb,e~epJJ;LeJl~l>ceil)gJll,aAeJQ~t1!e~RQJil!Jlili:tyrelated accounts fodC)~(i1),-ll;t.Ql!1i'm<ls_$),; 

T{t~e ;m;~19ts~e .;;-i;-~-~t,~~~--~e~lcli~r;;tif;--tJ~~;-;;=-:-;;r5--;~-;~"-;M~~~~~re::t:he-f;~;;:;;~&th;m;~;~"" = 

.... _ _ _ _ _ _ _ _ _ _ _ _ RCf;\11ntcdJ.ltiliN_P,lnnt l;.\ccumulatcd_DcrrcciMion Reg.ulntorx Agscts 

.... _____________ .... L.Q . .;;;~ __ .~lmL __ c.!?-!1~.1js!.nle£! ____ .~G§:;£; ___ lS.-\l ___ C,QJ)Jo.Li,Q.:ll.ei ____ LQ.<S;.f.; ___ ~~ __ ~2.11;iQ!id..!'\t.£.d~ __ _ 

.&.W4vj:oI;..-];,.l1n!l.cs..:!.. _______ ,.(.1';. __ 1..2& ___ ,.,, ____ "'~~ __ ..... __ .J22V..L __ ..l..... ____ ..... C2...:;1Q.L ____ ~6!. __ ..=.. ____ _ ""' .. "S~ _ _ ... _ 

_ _ __ _ _ __ '3:~ __ ~e>-6.,§:1 ... __ 2'§}..2... __ ..... ___ i.Llf,L _ ..J!Q..U ____ ~(2J-2l.. __ "' __ ~-L,.""" __ ....--JY.?.. _ ___ ~~L'i ___ .... ,l.i..;&'J), {."I,0M! IQ 

______ ", ) ) .....) ) ) 15~, 14; 2<)5" .... (,1531 (142\ (1 
___ f.21_ (3,2R61 ~_,66:\ _:'\-'Zf;. ..... JJ(j, (10.51 ___ 11. '" _(2971 _247, .<_50.)' i-At'i)' {~~061 ( .. ~ 

~dj~iB~'l~=c;.~=========Cu±I:i--~-:%f--f66.1~----7,6:'\3,---~--·U14}---(i051----{2191---... ~67. 247. _514,. .... (.4.1221 (:'.~OVl (7<" 
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A new ARO will be established on LG&E's financial records for gas transmission mains in~- - ~ i Formatted: Not Different first page header 

September 2011 totaling $3.9 million. 

How Errol' \Vas Identified 

!Atl Accounting Analyst realized that AROs did"not exist on KU's financial records for the joint 
Use assets associated with TC 2, while reviewing ARO reports during account reconciliatiori 
preparation for period of Augu-st 2011lTJle_error was not identified earlier due t~ ~le unique ____ -
circumstances of this particular non-routine transaction - that TC2 was a new .... unit going in \\ - --. 
service that had iointlv owned assets. some of which were previously owned a11d tlscdoill\' b)' --- --- -\ \~\ , ' 

Comment [MG2]: Wtrtnot Identified earner? 

Formatted: Default Paragraph Font, Font: 
l1mes Ne\'I Roman, 12 pt, Font color: Black, 
English (U.s.) 

LG&E, II \ \ ____________________ - _______________ - - _______________ - _____ - _________ - __________________ - ,I 
, " \ I, \ 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. ~ \ \ 
, 

Formatted;-Font: l1mes New Roman, 12 pt, J 
Font color: Black.- English (U.s.) " 

As part of this review, the Accounting Analyst discussed the cash settlement payments made \ \ \ 
with field personnel. It was during this discussion that the Accounting Analyst and field \ \ 

Formatted: Font: l1mes New Roman, 12 pt, 
I Font color: ~_!ack, English (U.s.) 

Formatted: Font: l1mes New Roman, 12 pt, 
\ Font color: Black.- English (U.S.) , , Formatted: Font: l1mes New Roman, 12 pt, 
\ Font color. Black, English (U S.) I 

personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a quarterly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. In the second quarter of2011, procedures relating to the ARO review were 
updated and a quarterly questionnaire was provided to field personnel to identify fmther issues 

Formatted: Font: l1mes New Roman, 12 Pt~J 
Font color: Black, English (U.s.) 

that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
further to ensure a detailed review of the AROs would be done every three years even ifthere 
was no triggering event. The implementation of the questionnaire prompted questions from field 
personnel and resulted in further discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

The eITOl'S are determined to be deficiencies as the errors were the result of controls that were 
not operating effectively and were not able to identify the misstatements. 

Cycle 40.01-Acquisitions, Disposals and Retirement, Control Activity #9 states "ARO Review 
for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine ifthc need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for further action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination ofthe need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, certificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted f)·om the transfer of these AROs f)'om LG&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
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replacement projects in the past nor are any planned in the future. There is currently a large­
scale distribution main replacement project underway, however, discussions regarding 
distribution mains did not identify the exclusion ofthe transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Property Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running reports detailing any 
new asset activity in account 254~Regulatory Liability~ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parentll assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will immediately address any issues or problems. The 
Accounting Analyst will sign off on this report and keep it with the monthly account 
reconciliations. 

In an effort to ensure that any future gas transmission main activity will be propedy 
communicated, Property Accounting will conduct a training session with Gas personneL This 
training will be an opportunity to explain the importance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

l\iateriality Assessment 

Periods Impacted (including quarter correction booked) 

Yeal'/Quarter Ql Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

Quantitative Assessment -- Adjustment to Amollllts Reported 011 Financial Statements (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company Debit Credit 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 
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Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 

105 

3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the current period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 
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The following table shows the detailed financial statement lines affected ($ millions): 
., 

, , , , 
" " , , 

121'1109 
LG&E 

10/31110 
LG&E 

I 
1,131/20111 _________ §(:l9-~lL ________________ ~' / 

LG&E KU LG&E KU ,', 
I , 

V\Rb)i,,€ij'~Stffieft.il.lmpact of AR.Q.Adj~n Re~late<t __ ll ______ ll ______ _ -z ______ ~.1 ______ .;7 _______ ~.Z ________________ ://t' 
Utilitv Plant I / 

, 

Regulated Utility Plant-Assels (AiC 101) 4,200 2600 2,832 4,361 2,868 4,410 ~'/,' 
Total ~ercentagd TmJ?...act,..Qn F/S ~ _______________ 0.09% ___ ~ ___ .9:9~~ ___ _ Q . .9~~ ____ .9~O~~ ____ Q.Q~~ _______________ ..;'// 

, 
, 

.' , , , , , .lnmlJ&Lof AROAdiustJJlOJ1~cumulated JlQ2 JlQ2 (0.1) 0.1 (0.1) 0.1 ~ " , ' ," 
reciation (AiC 1 08) .l.1Qli 11 44 54 68 90 ~ /', 

« T!l! .?2t_o!, J{~ 1)!1~P_e!ej~ _________ _ Q.OOro _ ____ M.lli ____ _ :0.:.2}r~ __ _ Q·l~~ ____ -.9:)~~ ____ Q.!!_~ _______________ ~/"" 
~ , 
" . , Tmpact of ARO Adjustment on Regulatorv Assets AAG .009 0.2 ,.QQ2 (0.3) (0.3) 0.2 
/ 

Regulato!), Assets CAlC 182) 14 13. 149 113 363 227 .' /' 
Total!Percentagd T~pa~tpn J!~ 1-i!l~P_efe!Rtal,;1,e _________ 0:,0_6% ____ _ l197% __ ___ :.o.!.2.9r~ __ _ Q·l~~ ____ -.9:..0~~ ____ Q.Q~~ _______________ ?:..- ... 

AcljliStrTlest 

Impact of ARO Adjustment on Asset Retirement l..2 l..2 0.5 3.8 0.5 3.8 ---
Obli~tionsARO Aaj I:l:stffiest ",," 

Asset ~etireIll.ent Obligations (AIC 230) n 49 49 54 50 55 ... " " 
Total !percentagd ImD_a~ on F~S Li,p~_e!e.?':'!ta.ge ________ u.~~ ___ M7 :2..§%t ___ '!J>~~ ____ 1·.91~ ___ _ l·QQ.~ ____ 2.~1~ _______________ ~-,,""----
Impact of ARO Adjustment on Total Deferred Credits and.3...2 .3..2 0.5 3.8 0.5 3.8 

Other Noncurrent Liabi1itie~AAn..O Aajlistffiest 
tr'otal Deferred Credits and Other:NoncurrentLiabilitiee __ .,l,QQ§ ______ 1A§2 _____ J"2JQ ___ _ }}JL ___ )}:!'I: ___ _ lJ~L ______________ ::-"": 
Total [percentage lmp..a~0.!l y~s Li.!1~ ________ }f10.32~ __ _ ld·J\.ll%t ___ .9J>1~ ___ _ Q.]Q~ _ __ _ Q.Q,!~ ____ Q.~Q.~ _______________ ~~"" 

~~" 
(8) This subtotal1ine is included to show an additional level of comparison. \ \ \ 

-- --- --- --- -- - - - -- - --- -- - -------------------------------------------------- \ , , , , , 
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Qualitative Assessment 

In Topic 1 - M, "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• 

.--. - -i Formatted: Not Different first page header 

Whether it masks a change in earnings or other trends. 
Response - Ne/rhere is'no income statement jmpac~ a~ accretion and depreciation ___ _ _ Comment [MGtt]: Consider expanding 

response to explain why there is no Income 
statement Impact 

expense are offset by a regulatory credit. the financial statement impact of AROs is 
income statement neutral. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - Ne,t[here is no income statement impac~ as accretion and depreciation ____ -1 Comment [MGt2}: See previOus comment 

expense are offset bv a regulatorY credit. the financial statement impact of AROs is 
income statement neutral. 

• Whether it changes a loss into income or vice versa. ~ __ ~~ _________ ~ 
Response - Ne,t[here is no income statement impacd as accretion and depreciation _____ -1 Comment [MGt3]: See previous comment. 

expense are offset by a regulatory credit. the financial statement impact of AROs is 
income statement neutral. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements pel' conversation with Dan Arbaugh. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fi'audulent transaction. 
Response - No. 

Conclusion 011 J/ateria/ity Assessment 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 
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This error impacted the balance sheet only, there was no income statement impact. For KU, the 
error was greater than 5% on the Asset Retirement Obligations balance sheet line in 2011 Oland 
02 finan .. dzli statements. For LG&E. Jhe errol' was greater than 5% on the Asset Retirement 
Obligation balance sheet line at December 31.2010 and 2009. However, the error was less than 
1 % on the Total Deferred Credits and Other Noncurrent Liabilities balance sheet line for all 
periods for both LG&E and KU. 

NOTE: See also overall assessment of all errors made prior to issuance ofthe financial 
statements. 

SOX Assessment 

Per the Public Company Accounting Oversight Board (PCAOB) Audit Standard No.5' "A 
deficiency in internal control over financial rep0l1ing exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB AS5 defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 

1 AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCfAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007-005, May 24. 2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies. Version 3, A collaboration of 9 audit firms and William F. 
Messier, jr. Professor, Georgia State University. December 20. 2004 
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severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting," 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identify the need for quantification of the ARO. 
The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. "tYfanagement believes that the deficiency in the operation of the controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per F ASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shalt be separately disclosed in the 
interim period." 

No disclosure related to this errol' is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the errol' is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Centered 
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Normal, Centered, Indent: Left: 0", First line: 0" 
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Normal, Centered, Indent: Left: 0", First line: 0" 
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Right 
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Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 

I Page 3: [86] Formatted Karen Daly 10/26/20113:23:00 PM 

Left, Indent: Left: 0", First line: 0" 

I Page 3: [87] Formatted Karen Daly 10/26/20111:36:00 PM 

Font: 8 pt 

I Page 3: [88] Formatted Karen Daly 10/26/20111:19:00 PM 

Left, Indent: Left: 0", First line: 0" 

I Page 3: [89] Formatted Table Karen Daly 10/26/20111:36:00 PM 

Formatted Table 

I Page 3: [90] Formatted Karen Daly 10/26/20111:25:00 PM 

Centered 

I Page 3: [91] Formatted Karen Daly 10/26/20111:33:00 PM 

Normal, Centered, Indent: Left: 0", First line: 0" 

I Page 3: [92] Formatted Karen Daly 10/26/20111:36:00 PM 

Font: 8 pt, Font color: Black 
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Font: 8 pt 
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Right 
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Normal, Centered, Indent: Left: 0", First line: 0" 
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Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 
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Font: 8 pt 
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Right 

I Page 3: [103] Formatted Karen Daly 10/26/20111:33:00 PM 

Normal, Centered, Indent: Left: 0", First line: 0" 
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Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 
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Font: 8 pt 
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Right 
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Normal, Centered, Indent: Left: 0", First line: 0" 
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Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 
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Font: 8 pt 
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Centered 

I Page 3: [115] Formatted Karen Daly 10/26/20111:33:00 PM 

Normal, Centered, Indent: Left: 0", First line: 0" 

I Page 3: [116] Formatted Karen Daly 10/26/20111:36:00 PM 

Attachment to Response to KU AG-1 Question No. 201 
Page 576 of 1014 
Charnas



Font: 8 pt, Font color: Black 
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Font: 8 pt, Font color: Black 

I Page 3: [196] Formatted Karen Daly 10/26/20111:36:00 PM 

Font: 8 pt, Font color: Black 

I Page 3: [197] Formatted Karen Daly 10/26/20111:36:00 PM 

Font: 8 pt, Font color: Black 

I Page 3: [198] Formatted Karen Daly 10/26/20113:56:00 PM 

Body Text, Left 

I Page 3: [199] Formatted Karen Daly 10/26/20113:55:00 PM 
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Indent at: 0.5" 
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I Page 3: [202] Formatted Karen Daly 10/26/20113:54:00 PM 

Indent: Left: 0" 

I Page 7: [203] Formatted Debbie Hilbert 10/24/2011 2:02:00 PM 

Left: 0.5", Right: 0.5" 

I Page 7: [204] Formatted Table Karen Daly 10/24/20112:53:00 PM 

Formatted Table 

I Page 7: [205] Comment [MG3] Maggie Garrison 10/24/201110:43:00 AM 

Consider adding information about impact to prior years/periods. Impact on 3/31111 of gas transmission is 
reduced by the overstatement of Trimble Country. If prior period are presented (Le. 12/31/2010), would 
impact of gas transmission ARO error be material? 

I Page 7: [206] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [207] Comment [MG4] Maggie Garrison 10/24/201110:40:00 AM 

Should adjustments in the line items be combined with those on the following page to show combined 
total impact on the Regulatory Assets line item? 

I Page 7: [208] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [209] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [210] Comment [MG5] Maggie Garrison 10/24/201110:41:00 AM 

Consider updating headings as follows: 

Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on F/S Line 
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I Page 7: [211] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.211 

I Page 7: [212] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.211 

I Page 7: [213] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.211 

I Page 7: [214] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0,211 

I Page 7: [215] Comment [MG6] Maggie Garrison 10/24/20111:33:00 PM 

Consider updating headings as follOWS: 

Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on F/S Line 

I Page 7: [216] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [217] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [218] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [219] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [220] Comment [MG7] Maggie Garrison 10/24/20111:33:00 PM 
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Consider updating headings as follows: 

Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on F/S Line 

I Page 7: [221] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [222] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [223] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [224] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [225] Comment [MGB] Maggie Garrison 10/24/20111:33:00 PM 

Consider updating headings as follows: 

Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on F/S Line 

I Page 7: [226] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [227] Formatted Debbie Hilbert 10/24/20112:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 
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I Page 7: [228] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [229] Comment [MG9] Maggie Garrison 10/24/201110:44:00 AM 

Has this been included b/c ARO is not a separate line items in the F/S? Consider adding a footnote to 
explain why both accounUline items are included. 

I Page 7: [230] Formatted Sara Wiseman 10/24/20111:46:00 PM 

Superscript 

I Page 7: [231] Formatted Debbie Hilbert 10/24/2011 2:10:00 PM 

Indent: Left: 0", Hanging: 0.2" 

I Page 7: [232] Comment [MG10] Maggie Garrison 10/24/20111:33:00 PM 

Consider updating headings as follows: 

Impact of ARO Adjustment on Reg Assets 

Regulated Assets, Total 

Percentage Impact on F/S Line 

I Page 7: [233] Formatted Table Debbie Hilbert 10/24/20112:06:00 PM 

Formatted Table 

I Page 7: [234] Formatted Sara Wiseman 10/24/20111:46:00 PM 

Superscript 

Attachment to Response to KU AG-1 Question No. 201 
Page 588 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Good Morning-

Kelly, Mimi 
Friday, November 04, 2011 9:06 AM 
Wiseman, Sara; Crescente, Angela 
Hickman, James; Ising, John 
FW: Revised version of ARO error assessment memo 

Do one of you happened to have a tracked changes version so we can see what changes were made? 
Thanks. 

Mimi Kelly 
502-627-2482 

From: Charnas, Shannon 
Sent: Thursday, November 03, 2011 5:13 PM 
To: Scott, Valerie; 'Maggie.Garrison@ey.com'; 'Jennifer.Beneke@ey.com' 
Cc: Wiseman, Sara; Crescente, Angela; Shelton, Debbie; Kelly, Mimi; Pienaar, Lesley 
Subject: Revised version of ARO error assessment memo 

Attached is a clean revised and final version of the ARO error assessment memo, which had some revisions following 
discussion with E&Y. If you have any questions, please let me know. 

Thanks, 

ARO (Tel Joint 
Use .nd Gas T , .... 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&EandKU 
(502) 627-4978 

1 
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PPL compan!es 

MEMORANDUM 

Date: October 31, 2011 

To: Valerie L. Scott, Controller 

From: Sara Wiseman, Manager, Propeliy Accounting 

Re: 

cc: 

Angela Crescente, Accounting Analyst III, Property Accounting 

Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

Shannon Charnas, Director, Accounting & Regulatory RepOliing 
Debbie Shelton, Director, Audit Services 
Mimi Kelly, Manager, Sat'banes-Oxley Compliance 
Lesley Pienaar, Manager, Financial Reporting 
Ernst & Young 

Overview of Error 

During September 2011, it was discovered that asset retirement obligations (AROs) should have 
been previously established on the financial records of Kentucky Utilities Companies (KU) for 
certain joint use assets used at Trimble County Unit 2 (TC 2). TC 2 became operational in 
January 2011 and it was at that time that the related AROs needed to be established. KU and 
Louisville Gas and Electric Company (LG&E) own the joint use assets under review. An ARO 
had been appropriately established on LG&E's financial records for these assets. However, at 
the time when TC 2 became operational (January 2011), LG&E's ARO liability should have 
been reduced by KU's ownership share and a corresponding liability should have been 
established on KU's financial records. 

Additionally, during the third quarter of2011, it was discovered that an ARO should have been 
established for gas transmission mains for LG&E. AROs were established for gas mains when 
ASC 410 (formerly FIN 47) was originally adopted in 2005, however, the amount reported was 
not identified as transmission or distribution mains. Since the original adoption, neither the gas 
operations or the accounting personnel realized that the amount originally recorded represented 
only the gas distribution mains. 

These errors caused the following misstatements on LG&E and KU's financial statements: 

Regulated Utility Plant 
Accumulated Depreciation 
Regulatory Assets 
Asset Retirement Obligations 

LG&E 
Understated 
Overstated 
Overstated 
Understated 

KU 
Understated 
Understated 
Understated 
Understated 
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October 31, 2011 
Page 2 
Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

In September 2011, LG&E's entire ARO amounts related to the TC 2 joint use assets will be 
reversed. On LG&E's financial records, new AROs will be re-established for its 52% ownership 
interest and KU will establish AROs for its 48% ownership of the joint use assets. Reversal of 
the original ARO and re-establishment of the new amounts is the best way to handle this 
situation in the PowerPlant system. The sum of the new ARO amounts do not exactly agree with 
the original ARO amount recorded on LG&E's financial records. This difference is primarily 
due to the difference in the January discount rate used to establish the new AROs vs. the discount 
rate used when the AROs were re-valued at November 1,2010 as pati of the PPL acquisition. 
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Asset Retirement Obligations-Trimble County 2 Joint Use & Gas Transmission 

The table below illustrates the entries being made to the ARO related accounts for TC2 (in thousands $): 

Regglated Utili!y Plant Accumulated D!::Qreciation Regulato!}:: Assets 
LG&E KJl Consolidated ~ KJl CQDSQtid~~d LG&E KJl CQnsQligm~g 

Beginning Balance (A) (1) 7.255 7,255 (230) (230) 564 564 

Reversal ofTe ARO (7,255) (7.255) 
Reversal ofTe Depreciation 230 230 (230) (230) 
Reversal ofTe Accretion (334) (334) 
Establishment of new ARCs 3,969 3,664 7,633 (114) (lOS) (219) 114 105 219 
January-August Accretion 153 142 295 
Net September 2011 Activity (2) (3,286) 3,664 378 116 (105) 11 (297) 247 ( 50) 

Ending Balance (1)+(2) ~,96L 3,064 7,633 (114) (105) (219) 267 247 514 

(A) The beginning balance includes accretion since November 2010 when the liabilities were revalued for purchase accounting. 

ARO Liabili!y (A) 

~ KJl CQnNligill~ 

(7,589) (7589) 

7.,255 7.255 

334 334 
(3,969) (3,664) (7,633) 
( 153) ( 142) ( 295) 
3,467 (3,806) ( 339) 

(4,122) (3,806) (7,928) 
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A new ARO will be established on LO&E' s financial records for gas transmission mains in 
September 2011 totaling $3.9 million. 

How Error Was Identified 

An Accounting Analyst realized that AROs did not exist on KU's financial records for the joint 
use assets associated with TC 2, while reviewing ARO reports during account reconciliation 
preparation for period of August 2011. The error was not identified earlier due to the unique 
circumstances of this particular non-routine transaction - that TC2 was a new unit going in 
service that had jointly owned assets, some of which were previously owned and used only by 
LO&E, 

An Accounting Analyst reviews the ARO subledger during the account reconciliation process. 
As part of this review, the Accounting Analyst discussed the cash settlement payments made 
with field personnel. It was during this discussion that the Accounting Analyst and field 
personnel realized that the ARO estimate provided by field personnel for gas mains did not 
include gas transmission mileage. Legal counsel provides a qumierly update on any new issues 
related to AROs, which is used to identify triggering events that would signal a need for a 
revaluation. There was no change in the legal requirements, per the memo, that would have been 
a triggering event. In the second qumier of 20 11, procedures relating to the ARO review were 
updated and a quarterly questionnaire was provided to field personnel to identify further issues 
that could trigger a revaluation of AROs. Also in the second quarter, the process was adjusted 
fmiher to ensure a detailed review of the AROs would be done every three years even ifthere 
was no triggering event. The implementation of the questionnaire prompted questions fi'om field 
personnel and resulted in fmiher discussions and the ultimate determination was that gas 
transmission mains were not included but needed to be. 

Controls Impacted 

The errors are determined to be deficiencies as the errors were the result of controls that were 
not operating effectively and were not able to identify the misstatements. 

Cycle 40.01-Acquisitions, Disposals and Retirement, Control Activity #9 states HARO Review 
for Acquisitions: During the AlP review process, Accounting Analysts review the projects to 
determine if the need for an ARO may exist. If the project is identified as having the potential to 
require an ARO, a copy of the AlP is forwarded to the Accounting Analyst in charge of ARO 
accounting for further action. The Accounting Analyst in charge of ARO accounting reviews the 
AlP and if appropriate, contacts the Legal and Environmental personnel who will make the final 
determination of the need to establish an ARO based upon review of existing legal documents 
including laws, statutes, contracts, permits, certificates of need, right of way agreements and 
environmental regulations." This control was in place and functioning. However, due to the 
unique situation that resulted fi'om the transfer of these AROs from LO&E to KU, this control 
did not prevent the TC ARO error between companies. This control also did not prevent the 
error for the gas transmission mains since there have not been any large-scale transmission main 
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replacement projects in the past nor are any platmed in the future. There is currently a large­
scale distribution main replacement proj ect underway, however, discussions regarding 
distribution mains did not identify the exclusion of the transmission main mileage from the ARO 
estimates. The control was operating as evidenced by the discussions that took place with field 
personnel over time. However, it was not identified during these discussions that ARO 
valuations for gas transmission mains were missing. 

Action Plan 

In an effort to prevent the TC ARO error from occurring in the future, Propelty Accounting will 
implement a new process effective with the September 2011 financial close. The Accounting 
Analyst responsible for the ARO account reconciliations will begin running repolts detailing any 
new asset activity in account 254-Regulatory Liability-ARO on a monthly basis. This account 
contains the accumulated cost of removal/salvage on the underlying "parent" assets which give 
rise to the ARO liability. The Accounting Analyst will investigate any new or unexpected 
activity in this account to ascertain whether the associated ARO asset and liability has been 
established. The Accounting Analyst will innnediately address any issues or problems. The 
Accounting Analyst will sign off on this repOlt and keep it with the monthly account 
reconciliations. 

In an effOlt to ensure that any future gas transmission main activity will be properly 
communicated, Property Accounting will conduct a training session with Gas personnel. This 
training will be an opportunity to explain the impOltance of noting this activity on any AlP 
involving this type of work so that it will be captured during the AlP review process. 

Materiality Assessment 

Periods Impacted (including quarter correction booked) 

Year/Quarter Ql Q2 Q3 Q4 
2011 X X 
2010 X X X X 
2009 X X X X 

QlUllltitative Assessment -- Adjustment to Amounts Reported on Financial Statements (OOO's) 

6ME 06/30/11 
Fin Stmt Line Item Company 

Regulated Utility Plant LG&E 656 
Accumulated Depreciation LG&E 107 
Regulatory Assets LG&E 288 
Asset Retirement Obligations LG&E 475 
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Regulated Utility Plant KU 3,664 
Accumulated Depreciation KU 
Regulatory Assets KU 247 
Asset Retirement Obligations KU 

105 

3,806 

In this situation, a waived adjustment was not entered into the waived adjustment file; there was 
no waived adjustment in the CUlTent period (Q3 2011) since the balance sheet was corrected 
when the above entry was recorded in September 2011 on the general ledger. The adjustments 
were discovered too late to be included in the June 2011 waived adjustment file. 
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The following table shows the detailed fmancial statement lines affected ($ millions): 

12/31/09 12/31110 313112011 
LG&E LG&E LG&E KU 

Impact of ARO Adjustment on Regulated Utility Plant 3.9 3.9 .7 3.7 
Regulated Utility Plant (NC 101) 4,200 2,600 2,832 4,361 
Total Percentage Impact on F/S Line 0.09% 0.15% 0.02% 0.08% 

Impact of ARO Adjustment on Accumulated Depreciation .009 .009 (0.1) 0.1 
Accumulated Depreciation (NC 108) 1,708 17 44 54 
Total Percentage Impact on F/S Line 0.00% 0.05% -0.23% 0.19% 

Impact of ARO Adjustment on Regulato!), Assets .009 .009 (0.3) 0.2 
Regulato!), Assets (NC 182) 14 13 149 113 
Total Percentage Impact on F/S Line 0.06% 0.07% -0.20% 0.18% 

Impact of ARO Adjustment on Asset Retirement 3.9 3.9 0.5 3.8 
Obligations 

Asset Retirement Obligations (NC 230) 31 49 49 54 
Total Percentage Impact on F/S Line 12.58% 7.96% 1.02% 7.04% 

Impact of ARO Adjustment on Total Deferred Credits and 3.9 3.9 0.5 3.8 
Otber Noncurrent Liabilities 

Total Deferred Credits and Otber Noncurrent Liabilities (B) 1,006 1,269 1,220 1,256 
Total Percentage Impact on F/S Line 0.39% 0.31% 0.04% 0.30% 

(B) This subtotal line is included to show an additional level of comparison. 

6/30/2011 
LG&E KU 

.7 3.7 
2,868 4,410 
0.02% 0.08% 

(0.1) 0.1 
68 90 

-0.15% 0.11% 

(0.3) 0.2 
363 227 

-0.08% 0.09% 

0.5 3.8 

50 55 
1.00% 6.91% 

0.5 3.8 

1,244 1,286 
0.04% 0.30% 
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Qualitative Assessment 

In Topic 1 - M, "Materiality" the SEC provides examples of qualitative factors that could cause 
an otherwise small quantitative error to be material to an investor. These examples, with 
responses in the context of the first and second quarter differences not corrected prior to 
issuance: 

• Whether it arises from a precisely measurable item/calculation or an estimate. 
Response - The asset retirement obligations are based on estimates. 

• Whether it masks a change in earnings or other trends. 
Response - There is no income statement impact as accretion and depreciation 
expense are offset by a regulatory credit, the financial statement impact of AROs is 
income statement neutral. 

• Whether it hides a failure to meet analysts' or others' consensus expectations. 
Response - There is no income statement impact as accretion and depreciation 
expense are offset by a regulatory credit, the financial statement impact of AROs is 
income statement neutral. 

• Whether it changes a loss into income or vice versa. 
Response - There is no income statement impact as accretion and depreciation 
expense are offset by a regulatory credit, the financial statement impact of AROs is 
income statement neutral. 

• Whether it affects compliance with regulatory requirements. 
Response - No. 

• Whether it affects compliance with loan covenants or other contractual requirements. 
Response - No, there is no affect on compliance with loan covenants or other 
contractual requirements per conversation with Dan Arbough. 

• Whether it has the effect of increasing management's bonuses or other compensation. 
Response - No. 

• Whether it involves concealment of an unlawful or fraudulent transaction. 
Response - No. 

Conclusion 011 Materiality Assessmellt 

Management has concluded, based on both the quantitative and qualitative assessments, this 
error is not material to the financial statements. 
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This error impacted the balance sheet only, there was no income statement impact. For KU, the 
enol' was greater than 5% on the Asset Retirement Obligations balance sheet line in 2011 Ql and 
Q2 financial statements. For LG&E, the error was greater than 5% on the Asset Retirement 
Obligation balance sheet line at December 31, 2010 and 2009. However, the error was less than 
I % on the Total Deferred Credits and Other Noncurrent Liabilities balance sheet line for all 
periods for both LG&E and KU. Management believes that an investor would not be influenced 
by the Asset Retirement Obligation line alone, but more focused on the Total Deferred Credits 
and Other Noncunent Liabilities subtotal, or total liabilities, in making investing decisions. 
Therefore, although the percentage of error exceeds 5% on the Asset Retirement Obligation line 
item, the percent impact on the Total Deferred Credits and Other Noncurrent Liabilities, and 
accordingly total liabilities, is il11l11aterial and in management's opinion an adjustment or 
restatement is not deemed necessary. 

NOTE: See also overall assessment of all errors made prior to issuance of the financial 
statements. 

SOX Assessment 

Per the Public Company Accounting Oversight Board (PCAOB) Audit Standard No. 51 "A 
deficiency in internal control over financial reporting exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent or detect misstatements on a timely basis. 

• A deficiency in design exists when (a) a control necessary to meet the control objective is 
missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. 

• A deficiency in operation exists when a properly designed control does not operate as 
designed, or when the person performing the control does not possess the necessary 
authority or competence to perform the control effectively." 

The SOX guidance, A Framework for Evaluating Control Exceptions and Deficiencies2 

1 AUDITING STANDARD No.5-AN AUDIT OF INTERNAL CONTROL OVER FINANCIAL REPORTING THAT IS 

INTEGRATED WITH AN AUDIT OF FINANCIAL STATEMENTS, PCAOB Release No. 2007-005, May 24,2007 

2 A Framework for Evaluating Control Exceptions and Deficiencies, Version 3, A collaboration of 9 audit firms and William F. 
Messier, jr. Professor, Georgia State University, December 20, 2004 
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(Framework) provides a methodology for evaluating deficiencies that consists of answering the 
following question, for which LKE is providing a subsequent response. 

Considering the potential magnitude, and any mitigating controls, would a prudent official 
conclude that the deficiency is at least a significant deficiency with regard to both the 
annual and interim financial statements? PCAOB AS5 defines a significant deficiency as "a 
deficiency, or combination of deficiencies in internal controls over financial reporting that is less 
severe than a material weakness, yet important enough to merit attention by those responsible for 
oversight of the company's financial reporting." 

See the Controls Impacted and Action Plan sections above. Based upon this assessment, the 
deficiency is one of operation, as the control was being performed, as evidenced by the 
discussion with field personnel that took place to identifY the need for quantification ofthe ARO. 
The error occurred due to the misunderstanding of what gas main miles were included in the 
ARO calculation. Management believes that the deficiency in the operation ofthe controls 
should not be classified as a significant deficiency or material weakness. 

Disclosure 

Per FASB ASC 250-10-45 Accounting Changes and Error Corrections - Presentation, 
Materiality Determination for Correction of an Error, paragraph 45-27 - "In determining 
materiality for the purpose of reporting the correction of an error, amounts shall be related to the 
estimated income for the full fiscal year and also to the effect on the trend of earnings. Changes 
that are material with respect to an interim period but not material with respect to the estimated 
income for the full fiscal year or to the trend of earnings shall be separately disclosed in the 
interim period." 

No disclosure related to this error is required in the quarterly or annual financial statements. 

Conclusion 

Management has concluded the error is not a significant deficiency or material weakness and 
will not be disclosed in the financial statements. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Karen, 

Crescente, Angela 
Friday, May 06, 201111:09 AM 
Daly, Karen 
108799 settlements. 

The Electric and Gas splits for the settlements for LGE are as follows: 

Gas-$283,217.01 
Electric-$83,329.50 

Thanks, 
Angela 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

All: 

Crescente, Angela 
Thursday, May 05, 2011 9:43 AM 
Chapman, Laura; Clark, Lynda; Daly, Karen; Riggs, Eric; Wacker, Diana; Wright, Sharon 
108799 for April 2011 

The additional activity for 108799 for April 2011 is as follows: 

LGE - Generation Steam - $11,529.86 
LGE - Gas Underground Storage - $26,799.42 

KU - Generation Steam -$114,550.00 

Thanks, 
Angela 

1 
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Crescente. Angela 

From: 
Sent: 
To: 
Subject 

Angela-

Koellner, Corey 
Wednesday, May 04, 2011 2:35 PM 
Crescente, Angela 
KU Regulatory Liabilities 

I'm preparing the KU Regulatory Liab information that wiJI be included in the Form 3 filing. I identified these ARO Iiabs with debit activity in lQll: 

Account 
254014 
254014 
254014 

Account 
REGULATORY LIABILITY ARO - GENERATION 
REGULATORY LIABILITY ARO - GENERATION 
REGULATORY LIABILITY ARO - GENERATION 

JeName 
PP ARO USD Ol-FEB-ll 
PP ARO USD Ol-JAN-II 
PP ARO USD Ol-MAR-II 

Line Description 
Journal Import Created 
Journal Import Created 
Journal Import Created 

Could let me know if these items should be documented as debits, or if the nature of the activity is such it should be netted against the credits. 

Thanks! 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

1 

Debits 
5,968.78 
5,968.78 
5,968.78 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Corey, 

Crescente, Angela 
Wednesday, May 04, 2011 2:42 PM 
Koellner, Corey 
RE: KU Regulatory Liabilities 

Follow up 
Completed 

These items should be netted against the credits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Wednesday, May 04, 2011 2:35 PM 
To: Crescente, Angela 
Subject: KU Regulatory Liabilities 

Angela -

I'm preparing the KU Regulatory Liab information that will be included in the Form 3 filing. I identified these ARO liabs with debit activity in lQll: 

Account 
254014 
254014 
254014 

Account 
REGULATORY LIABILITY ARO - GENERATION 
REGULATORY LIABILITY ARO - GENERATION 
REGULATORY LIABILITY ARO - GENERATION 

JeName 
PP ARO USD Ol-FEB-II 
PP ARO USD Ol-JAN-II 
PP ARO USD Ol-MAR-II 

Line Description 
Joumal Import Created 
J oumal Import Created 
J oumal Import Created 

Could let me know if these items should be documented as debits, or if the nature of the activity is such it should be netted against the credits. 

Thanks! 

1 

Debits 
5,968.78 
5,968.78 
5,968.78 
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Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

2 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, August 03, 2011 8:11 PM 
McCammon, Virginia 

Subject: RE: Reg Liabilities - ARO Question 

No problem. 

From: Mccammon, Virginia 
Sent: Wednesday, August 03, 2011 5:07 PM 
To: Crescente, Angela 
Subject: RE: Reg Liabilities - ARO Question 

Thank you!!! 

Ginny Copelin McCammon 
502.627.3239 

From: Crescente, Angela 
Sent: Wednesday, August 03, 2011 5:05 PM 
To: McCammon, Virginia 
Cc: Koellner, Corey; Wiseman, Sara 
Subject: FW: Reg Liabilities - ARO Question 

Ginny, 

All of the amounts listed in your spreadsheet below except for the yellow highlighted ones should be netted against the 
credits. The highlighted ones should be considered debits since they are settlements. For LGE, the offsetting account 
for the $568,245.24 in 254014 is 108115. The offsetting account for the $258,005.34 in 254016 is 108216. 

Thanks, 
Angela 

From: McCammon, Virginia 
Sent: Wednesday, August 03, 2011 4:21 PM 
To: Crescente, Angela 
Subject: FW: Reg Liabilities - ARO Question 

One change to the spreadsheet. Here's the new version. Thanks! 

« File: ARO Liability Activity Q2.2011.xlsx» 

Ginny Copelin McCammon 
502.627.3239 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 605 of 1014 
Charnas



From: McCammon, Virginia 
Sent: Wednesday, August 03, 2011 4: 16 PM 
To: Crescente, Angela 
Cc: Koellner, Corey 
Subject: Reg Liabilities - ARO Question 

Hi Angela, 

I know we discussed the ARO reg assets the other day, now Corey and I are working on the reg liabilities ... I just need to 
verify if the debits to the ARO liability accounts should be reported as credit or debit activity. If they should be reported 
as debits, can you please provide the offsetting accounts? 

Please let me know if you have any questions. Thanks in advance for your helpl 

Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia,tnccammon@1ge-ku.com 

~ Please consider the environment before printing this e-mail. 

2 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, August 03, 2011 5:05 PM 
McCammon, Virginia 

Cc: 
Subject: 

Koellner, Corey; Wiseman, Sara 
FW: Reg Liabilities - ARO Question 

Ginny, 

All of the amounts listed in your spreadsheet below except for the yellow highlighted ones should be netted against the 
credits. The highlighted ones should be considered debits since they are settlements. For LGE, the offsetting account 
for the $568,245.24 in 254014 is 108115. The offsetting account for the $258,005.34 in 254016 is 108216. 

Thanks, 
Angela 

From: McCammon, Virginia 
Sent: Wednesday, August 03, 2011 4:21 PM 
To: Crescente, Angela 
Subject: FW: Reg Liabilities - ARO Question 

One change to the spreadsheet. Here's the new version. Thanksl 

(jj 
ARO Liability 

ActiY~y Q2.2011 ... 

Ginny Copelin McCammon 
502.627.3239 

From: McCammon, Virginia 
Sent: Wednesday, August 03, 2011 4: 16 PM 
To: Crescente, Angela 
Cc: Koellner, Corey 
Subject: Reg Liabilities - ARO Question 

Hi Angela, 

I know we discussed the ARO reg assets the other day, now Corey and I are working on the reg liabilities ... I just need to 
verify if the debits to the ARO liability accounts should be reported as credit or debit activity. If they should be reported 
as debits, can you please provide the offsetting accounts? 

Please let me know if you have any questions. Thanks in advance for your helpl 
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Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia.mccommon@lge~ku.com 

~ Please consider the environment before printing this e-mail. 
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Regulatory Liabilities - ARO Activity 

Coml'any Account Account JeName Debits Credits Total 
KU 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-APR-II 6,015.84 26,036.81 (20,020.97) 
KU 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-JUN-II 6,257.17 26,889.13 (20,631.96) 
KU 254014 REGULATORY LIABILITY ARO-GENERATION PPAROUSDOI-MAY-ll 6,123.23 26.418.74 (20,295.51) 

Total Account 18,396.24 79,344.68 (60,948.44) 

LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-APR-II 55.74 6,082.60 (6,026.86) 
LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-JUN-II 55.74 6,316.46 (6,260.72) 
LGE 254014 REGULATORY LIABILITY ARO-GENERATION PP AROUSD Ol-MAY-ll 55.74 6,241.07 (6,185.33) 
LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP DEPR EXPENSE USD Ol-MA Y-II 568,245.24 0.00 568,245.24 

Total Account 568,412.46 18,640.13 549,772.33 

LGE 254016 REGULATORY LIABILITY ARO - GAS PP ARO USD Ol-APR-II 0.00 1,709.82 (1,709.82) 
LGE 254016 REGULATORY LIABILITY ARO - GAS PP ARO USD Ol-JUN-II 0.00 1,685.52 (1,685.52) 
LGE 254016 REGULATORY LIABILITY ARO - GAS PP ARO USD Ol-MAY-ll 0.00 1,709.82 (1,709.82) 
LGE 254016 REGULATORY LIABILITY ARO - GAS PPDEPREXPENSE USD Ol-MAY-ll 258,005.34 0.00 258,005.34 

T ota! Account 258,005.34 5,105.16 252,900.18 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

McCammon, Virginia 
Wednesday, August 03, 2011 4:21 PM 
Crescente, Angela 
FW: Reg Liabilities - ARO Question 

One change to the spreadsheet. Here's the new version. Thanks! 

fj~U. ·M 

ARO Liability 
Activity Q2.2011. •. 

Ginny Copelin McCammon 

502.627.3239 

From: McCammon, Virginia 
Sent: Wednesday, August 03, 2011 4: 16 PM 
To: Crescente, Angela 
Cc: Koellner, Corey 
Subject: Reg Liabilities - ARO Question 

Hi Angela, 

I know we discussed the ARO reg assets the other day, now Corey and I are working on the reg liabilities ... I just need to 
verify if the debits to the ARO liability accounts should be reported as credit or debit activity. If they should be reported 
as debits, can you please provide the offsetting accounts? 

Please let me know if you have any questions. Thanks in advance for your help! 

Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville. KY 40202 
Direct: 502-627-3239 
Fox: 502.627.3800 
virginia,mccommon@lge-ku,com 

J;, Please consider the environment before printing this e-mail. 
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Regulatory Liabilities - ARO Activity 

COffi£any Account Account JeName Debits Credits Total 
KU 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD 01-APR-ll 6,015.84 26,036.81 (20,020.97) 
KU 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD 01-JUN-ll 6,257.17 26,889.13 (20,631.96) 
KU 254014 REGULATORY LIABILITY ARO-GENERATION PP AROUSD 01-MAY-ll 6,123.23 26,418.74 (20,295.51} 

Total Account 18,396.24 79,344.68 (60,948.44) 

LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD 01-APR-ll 55.74 6,082.60 (6,026.86) 
LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD 01-JUN-ll 55.74 6,316.46 (6,260.72) 
LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD 01-MAY-ll 55.74 6,241.07 (6,185.33) 
LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP DEPR EXPENSE USD 01-MAY-ll 568,245.24 0.00 568,245.24 

Total Account 568,412.46 18,640.13 549,772.33 

LGE 254016 REGULATORY LIABILITY ARO - GAS PP ARO USD 01-APR-ll 0.00 1,709.82 (1,709.82) 
LGE 254016 REGULATORY LIABILITY ARO - GAS PP ARO USD 01-JUN-ll 0.00 1,685.52 (1,685.52) 
LGE 254016 REGULATORY LIABILITY ARO - GAS PP ARO USD 01-MAY-ll 0.00 1,709.82 (1,709.82) 
LGE 254016 REGULATORY LIABILITY ARO - GAS PPDEPREXPENSE USD 01-MAY-ll 258,005.34 0.00 258,005.34 

Total Account 258,005.34 5,105.16 252,900.18 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Hi Angela, 

McCammon, Virginia 
Wednesday, August 03, 2011 4:16 PM 
Crescente, Angela 
Koellner, Corey 
Reg Liabilities - ARO Question 

I know we discussed the ARO reg assets the other day, now Corey and I are working on the reg liabilities ... I just need to 
verify if the debits to the ARO liability accounts should be reported as credit or debit activity. If they should be reported 
as debits, can you please provide the offsetting accounts? 

Please let me know if you have any questions. Thanks in advance for your help! 

~j 
ARO Liability 

Activity Q2.2011 ... 

Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville. KY 40202 
Direct: 502-627-3239 
Fox: 502.627.3800 
virginia.mccammon@lge-ku,com 

Jl Please consider the environment before printing this e-mail. 
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Regulatory Liabilities - ARO Activity 

Company 
KU 
KU 
KU 

LGE 
LGE 
LGE 

Account Account Je Name 
254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-APR-ll 
254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-JUN-II 
254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-MAY-ll 

Total Account 

254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-APR-II 
254014 REGULATORY LIABILITY ARO - GENERATION PP ARO USD Ol-JUN-II 
254014 REGULATORY LIABILITY ARO-GENERATION PP AROUSD Ol-MAY-l! 

Debits Credits Total 
6,015.84 26,036.81 (20,020.97) 
6,257.17 26,889.13 (20,631.96) 
6,123.23 26,418.74 (20,295.51) 

18,396.24 79,344.68 (60,948.44) 

55.74 6,082.60 (6,026.86) 
55.74 6,316,46 (6,260.72) 
55.74 6,241.07 (6,185.33) 

LGE 254014 REGULATORY LIABILITY ARO - GENERATION PP DEPR EXPENSE USD 0 568,245.24 0.00 ######### 
Total Account 568,412.46 18,640.13 ######### 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

It looks to me like 230012 

From: Crescente, Angela 

Koellner, Corey 
Friday, July 22, 2011 3:31 PM 
Crescente, Angela 
RE: LG&E ARO Regulatory Assets 

Sent: Friday, July 22, 2011 12:38 PM 
To: Koellner, Corey 
Cc: Wiseman, Sara 
Subject: RE: LG&E ARO Regulatory Assets 

Corey, 

Since these are related to settlements, I would say they should be documented as credits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Thursday, July 21, 2011 10:07 AM 
To: Crescente, Angela 
Subject: LG&E ARO Regulatory Assets 

Angela-

I'm preparing the LG&E Regulatory Asset information that will be included in the Form 3 filing. I identified the following ARO assets with credit activity in 2Qll: 

Account 
182317 

Account 
OTHER REGULATORY ASSETS ARO­
GENERATION 

JeName 
PP ARO USD 01-APR-ll 

1 

Line Description 
Journal Import Created 

Debits 
257,865.30 
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182317 OTHER REGULATORY ASSETSARO­
GENERATION 

182326 OTHER REGULATORY ASSETS ARO - GAS 
182326 OTHER REGULATORY ASSETS ARO - GAS 

PP ARO USD Ol-MAY-ll 

PP ARO USD Ol-APR-ll 
PP ARO USD Ol-MAY-ll 

Journal Import Created 

Journal Import Created 
Journal Import Created 

If you could let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks! 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

2 

856,233.30 

205,993.36 
506,867.31 

Attachment to Response to KU AG-1 Question No. 201 
Page 615 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Koellner, Corey 
Friday, July 22, 2011 3:28 PM 
Crescente, Angela 
RE: LG&E ARO Regulatory Assets 

Thanks, Angela. Do you have the offset account # for the credit entries? 

From: Crescente, Angela 
Sent: Friday, July 22, 2011 12:38 PM 
To: Koellner, Corey 
Cc: Wiseman, Sara 
Subject: RE: LG&E ARO Regulatory Assets 

Corey, 

Since these are related to settlements, I would say they should be documented as credits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Thursday, July 21, 2011 10:07 AM 
To: Crescente, Angela 
Subject: LG&E ARO Regulatory Assets 

Angela-

I'm preparing the LG&E Regulatory Asset information that will be included in the Form 3 filing. I identified the following ARO assets with credit activity in 2Qll: 

Account 
182317 

Account 
OTHER REGULATORY ASSETS ARO­
GENERATION 

JeName 
PP ARO USD Ol-APR-II 

1 

Line Description 
Journal Import Created 

Debits 
257,865.30 
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182317 

182326 
182326 

OTHER REGULATORY ASSETS ARO -
GENERATION 
OTHER REGULATORY ASSETS ARO - GAS 
OTHER REGULATORY ASSETS ARO - GAS 

PP ARO USD 01-MAY-11 

PP ARO USD 01-APR-ll 
PP AROUSD 01-MAY-ll 

J ouma1 Import Created 

Jouma1 Import Created 
Joumal Import Created 

If you could let me know ifthese items should be documented as credits, or ifthe nature of the activity is such it should be netted against the debits. 

Thanks! 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

2 

856,233.30 

205,993.36 
506,867.31 
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Crescente. Angela 

From: 
Sent: 
To: 
Cc: 
Subject 

Tracking: 

Corey, 

Crescente, Angela 
Friday, July 22, 201112:38 PM 
Koellner, Corey 
Wiseman, Sara 
RE: LG&E ARO Regulatory Assets 

Recipient 

Koellner, Corey 

Wiseman, Sara 

Since these are related to settlements, I would say they should be documented as credits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Thursday, July 21, 201110:07 AM 
To: Crescente, Angela 
Subject: LG&E ARO Regulatory Assets 

Angela -

Read 

Read: 7/22/201112:44 PM 

Read: 7/22/201112:58 PM 

I'm preparing the LG&E Regulatory Asset information that will be included in the Form 3 filing. I identified the following ARO assets with credit activity in 2Qll: 

Account Account JeName Line Description Debits 
182317 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-APR-ll Journal Import Created 257,865.30 

GENERATION 
182317 OTHER REGULATORY ASSETS ARO - PP AROUSD 01-MAY-ll J omnaI Import Created 856,233.30 

GENERATION 
182326 OTHER REGULATORY ASSETS ARO - GAS PP ARO USD Ol-APR-ll Journal Import Created 205,993.36 
182326 OTHER REGULATORY ASSETS ARO - GAS PP ARO USD 01-MAY-ll Journal Import Created 506,867.31 

1 
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If you could let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks! 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

2 
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Crescente. Angela 

From: 
Sent: 
To: 
Subject: 

Angela-

Koellner, Corey 
Thursday, July 21, 201110:07 AM 
Crescente, Angela 
LG&E ARO Regulatory Assets 

I'm preparing the LG&E Regulatory Asset information that will be included in the Form 3 filing. I identified the following ARO assets with credit activity in 2Qll: 

Account Account JeName Line Description 
182317 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-APR-ll J oumaI Import Created 

GENERATION 
182317 OTHER REGULATORY ASSETS ARO - PP AROUSD 01-MAY-ll J oumaI Import Created 

GENERATION 
182326 OTHER REGULATORY ASSETS ARO - GAS PP ARO USD 01-APR-ll J oumaI Import Created 
182326 OTHER REGULATORY ASSETS ARO - GAS PP ARO USD 01-MAY-ll J ouma1 Import Created 

If you could let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks! 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

1 

Debits 
257,865.30 

856,233.30 

205,993.36 
506,867.31 
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Crescente, Angela 

From: Erskine, Greg 
Sent: 
To: 

Thursday, July 21, 2011 4:27 PM 
Crescente, Angela 

Subject: RE: Preliminary footnote tie-out - reminder 

Angela: 

I believe it's the support documentation due Monday. I think Lesley wants to look at it tomorrow. 

Greg 

From: Crescente, Angela 
Sent: Thursday, July 21, 2011 4:26 PM 
To: Erskine, Greg 
Subject: RE: Preliminary footnote tie-out - reminder 

Greg, 

Is this the support documentation that is due on Monday, or something else? 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Thursday, July 21, 2011 4:25 PM 
To: Crescente, Angela 
Subject: FW: Preliminary footnote tie-out - reminder 

Angela: 

Can you put paper copies of the schedules you used to come up with the numbers for the ARO footnote into the 
6/30/11 work-paper binder, please? There's a place for them in binder number 2. 

Thanks, 

Greg 

From: Pienaar, Lesley 
Sent: Monday, July 18, 2011 11:49 AM 
To: Andes, ]saaci Erskine, Gregi Fackler, Andreai Hourigan, Amandai Sneed, Lydia 
Subject: RE: Preliminary footnote tie-out - reminder 

All, 

1 
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Please pass a reminder on to all your preparers that the preliminary tie-out of the footnote needs to be available for E&Y 
on the 19th of July. Let them know that a draft will be available after 1pm 
Lesley 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Angela: 

Erskine, Greg 
Thursday, July 21, 2011 4:25 PM 
Crescente, Angela 
FW: Preliminary footnote tie-out - reminder 

Can you put paper copies of the schedules you used to come up with the numbers for the ARO footnote into the 
6/30/11 work-paper binder, please? There's a place for them in binder number 2. 

Thanks, 

Greg 

From: Pienaar, Lesley 
Sent: Monday, July 18, 201111:49 AM 
To: Andes, Isaac; Erskine, Greg; Fackler, Andrea; Hourigan, Amanda; Sneed, Lydia 
Subject: RE: Preliminary footnote tie-out - reminder 

All, 
Please pass a reminder on to all your preparers that the preliminary tie-out of the footnote needs to be available for E&Y 
on the 19th of July. Let them know that a draft will be available after 1pm 
Lesley 

1 
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Crescente, Angela 

From: Erskine, Greg 
Sent: 
To: 

Wednesday, July 13, 201111:57 AM 
Crescente, Angela 

Subject: RE: review by Subject matter experts 

Thanks, Angela. 

Greg 

From: Crescente, Angela 
Sent: Wednesday, July B. 201111:56 AM 
To: Erskine, Greg 
Cc: Wiseman, Sara 
Subject: FW: review by Subject matter experts 

Greg: 

This looks OK to me. 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Wednesday. July 13, 2011 11:32 AM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Angela: 

I sent you a bad version before. I've attached a copy of the current version. Can you take a look at it and e-mail me back 
and let me know if looks OK to you, please? 

Sorry for the confusion. 

Thanks, 

Greg 

« File: Docl.docx» 

From: Crescente, Angela 
Sent: Wednesday, July 13, 201111:25 AM 
To: Erskine, Greg 

1 
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Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Greg: 

The only thing I see that needs updating is the current/non-current information for June 2011. The rest in the top 
section looks OK to me for LKE, LG&E, and KU. We do have $lmillion in LG&E and LKE in current. 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Wednesday, July 13, 201111:20 AM 
To: Wiseman, Sara; Crescente, Angela 
Subject: FW: review by Subject matter experts 

Angela and Sara: 

I've attached a Word document that contains the ARO footnote from the current version of the 6/30/1110-Q. The 
footnote contains information for PPL, PPL Energy Supply, LKE, LG&E, and KU. I put the information for LKE, LG&E, and 
KU into the note yesterday, after receiving it from Angela. 

Can each of you take a look at the information in the note for LKE, LG&E and KU and e-mail me back by the end of the 
day today and let me know if it looks OK to you, please? 

Thanks, 

Greg 

« File: Doc1.docx» 

From: Pienaar, Lesley 
Sent: Wednesday, July 13, 2011 8:11 AM 
To: FinanCial Reporting Department 
Subject: review by Subject matter experts 

All, 
Please ensure that by EOD today you have provided the subject matter experts, preparers and managers of the 
preparers with the section that they provided support for so that they may review tomorrow and provide any changes 
as needed before the draft on Saturday. 
I think it may be easier to generate that section only and send It to them for review. Let me know if this does not work 
for you. 
Lesley 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, July 13, 201111:56 AM 
Erskine, Greg 

Cc: Wiseman, Sara 
Subject: FW: review by Subject matter experts 

Greg: 

This looks OK to me. 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Wednesday, July 13, 2011 11:32 AM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Angela: 

I sent you a bad version before. I've attached a copy of the current version. Can you take a look at it and e-mail me back 
and let me know if looks OK to you, please? 

Sorry for the confusion. 

Thanks, 

Greg 

Doc1 ,docx 

From: Crescente, Angela 
Sent: Wednesday, July 13, 2011 11:25 AM 
To: Erskine, Greg 
Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Greg: 

1 
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The only thing I see that needs updating is the current/non-current information for June 2011. The rest in the top 
section looks OK to me for LKE, LG&E, and KU. We do have $lmillion in LG&E and LKE in current. 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Wednesday, July 13, 201111:20 AM 
To: Wiseman, Sara; Crescente, Angela 
Subject: FW: review by Subject matter experts 

Angela and Sara: 

I've attached a Word document that contains the ARO footnote from the current version of the 6/30/1110-Q. The 
footnote contains information for PPL, PPL Energy Supply, LKE, LG&E, and KU. I put the information for LKE, LG&E, and 
KU into the note yesterday, after receiving it from Angela. 

Can each of you take a look at the information in the note for LKE, LG&E and KU and e-mail me back by the end of the 
day today and let me know if it looks OK to you, please? 

Thanks, 

Greg 

« File: Doc1.docx » 

From: Pienaar, Lesley 
Sent: Wednesday, July 13, 2011 8;11 AM 
To: FinanCial Reporting Department 
Subject: review by Subject matter experts 

All, 
Please ensure that by EOD today you have provided the subject matter experts, pre parers and managers of the 
preparers with the section that they provided support for so that they may review tomorrow and provide any changes 
as needed before the draft on Saturday. 
I think it may be easier to generate that section only and send it to them for review. Let me know if this does not work 
for you. 
Lesley 

2 
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16. Asset Retirement Obligations 

(PPL, PPL Energy Supply, LKE, LG&E alld KU) 

The changes in the carrying amounts of AROs were as follows. 

PPL 
PPL Energy Su~~l" LKE LG&E KU 

ARO at December 31, 20 I 0 $ 448 $ 345 $ 103 S 49 $ 54 
Accretion expense (a) 9 7 3 2 I 
Obligations assumed in acquisition ofLKE 
Obligations assumed in acquisition o[WPD 

Midlands (Note 8) 
Dcrccognition (b) (5) 
New obligations incurred 
Changes in estimated cash flow or settlement date 
Effect of foreign currency exchange rates 
Obligations settled (3) (3) 

ARO at June 30, 201 I $ 454 $ 344 $ 106 $ 51 S 55 

(a) Accretion expense recorded by PPL for its subsidiaries LG&E and KU is offset with a regulatory asset, such that there is no income statement impact. 
(b) Represents AROs dCfl.-"'Cognized as a result ofPPL Energy Suppl>~s distribution of its membership interest in PPL Global to PPL Energy Suppl>~s 

parent, PPL Energy Funding. See Note ##ADD for additional infonnation on the distribution. 

The classification of AROs on the Balance Sheet was as follows. 

Current portion (a) 
Long-terrn portion (b) 

Total 

Current portion (a) 
Long-term portion (b) 

Total 

(a) Included in "Other current liabilities." 
(b) Included in "Asset retirement obligations." 

$ 

$ 

S 

$ 

PPL 
12 

442 
454 

PPL 

13 
435 
448 

PPLEnergy 
Su~~ly 

$ II 
333 

$ 344 

PPL Energy 
St1~~h' 

$ 13 
332 

$ 345 

June 30, 2011 

LKE LG&E KU 

$ I S I S 
105 50 

$ 106 S 51 $ 

December 31, 2010 

LKE LG&E KU 

$ $ $ 
103 49 

$ 103 S 49 $ 

The most significant ARO recorded by PPL and PPL Energy Supply relates to the decommissioning oftlle Susquehatma 
nuclear plant. The accrued nuclear decommissioning obligation was $276 million and $270 million at June 30, 20 II and 
December 31, 20 I 0, and is included in "Asset retirement obligations" on the Balance Sheets. 

55 
55 

54 
54 

Assets in the NDT funds are legally restricted for purposes of settling PPL's and PPL Energy Supply's ARO related to the 
decommissioning of the Susquehanna station. The aggregate fair value of these assets was $644 million and $618 million at 
June 30, 20 II and December 31,2010, and is included in "Nuclear plant decommissioning trust funds" on the Balance 
Sheets. See Notes ##FYMCC and ##AFS for additional information on these assets. 
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Crescente, Angela 

From: Erskine, Greg 
Sent: 
To: 

Wednesday, July 13, 201111:32 AM 
Crescente, Angela 

Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Angela: 

I sent you a bad version before. I've attached a copy of the current version. Can you take a look at it and e-mail me back 
and let me know if looks OK to you, please? 

Sorry for the confusion. 

Thanks, 

Greg 

Docl.docx 

From: Crescente, Angela 
Sent: Wednesday, July 13, 2011 11:25 AM 
To: Erskine, Greg 
Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Greg: 

The only thing I see that needs updating is the current/non-current information for June 2011. The rest in the top 
section looks OK to me for LKE, LG&E, and KU. We do have $lmillion in LG&E and LKE In current. 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Wednesday, July 13, 201111:20 AM 
To: Wiseman, Sara; Crescente, Angela 
Subject: FW: review by Subject matter experts 

Angela and Sara: 

I 
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I've attached a Word document that contains the ARO footnote from the current version of the 6/30/1110-Q. The 
footnote contains information for PPL, PPL Energy Supply, LKE, LG&E, and KU. I put the information for LKE, LG&E, and 
KU into the note yesterday, after receiving it from Angela. 

Can each of you take a look at the information in the note for LKE, LG&E and KU and e-mail me back by the end of the 
day today and let me know if it looks OK to you, please? 

Thanks, 

Greg 

« File: Doc1.docx» 

From: Pienaar, Lesley 
Sent: Wednesday, July 13, 2011 8: 11 AM 
To: Financial Reporting Department 
Subject: review by Subject matter experts 

All, 
Please ensure that by EOD today you have provided the subject matter experts, preparers and managers of the 
preparers with the section that they provided support for so that they may review tomorrow and provide any changes 
as needed before the draft on Saturday. 
I think it may be easier to generate that section only and send it to them for review. Let me know if this does not work 
for you. 
Lesley 

2 
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16. Asset Retirement Obligations 

(PPL, PPL Energy Supply, LKE, LG&E and KU) 

The changes in the canying amounts of AROs were as follows. 

I)PL 
PPL Energy SU~El~ LKE LG&E KU 

ARO at December 31, 2010 $ 448 S 345 S 103 $ 49 S 54 
Accretion expense (a) 9 7 3 2 I 
Obligations assumed in acquisition ofLKE 
Obligations assumed in acquisition ofWPD 

Midlands (Note 8) 
Dcrccognition (b) (5) 
New obligations incurred 
Changes in estimated cash flow or settlement date 
Etreet of foreign currency exchange rates 
Obligations settled (3) (3) 

ARO at June 30, 2011 S 454 $ 344 $ 106 S 51 $ 55 

(a) Accretion expense recorded by PPL for its subsidiaries LO&E and KU is offset with a regulatory asset, such that there is no income statement impact. 
(b) Represents ARCs derccognized as a result ofPPL Energy Supply"s distribution of its membership interest in PPL Global to PPL Energy Supply's 

parent, PPL Energy Funding. See Note ##ADD for additional infonnation on the distribution. 

The classification of AROs on the Balance Sheet was as follows. 

Current portion (a) 
Long-tenn portion (b) 

Total 

Current portion (a) 
Long-tenn portion (b) 

Total 

(a) Included in "Other current liabilities," 
(b) Included in "Asset retirement obligations." 

$ 

$ 

$ 

$ 

PPL 
12 

442 
454 

PPL 

13 
435 
448 

PPL Encl'g)' 
SUJ!J!ly 

S II 
333 

S 344 

PPL Energy 
Su~~ly 

$ 13 
332 

$ 345 

June 30, 2011 

LKE LG&E Jill 

S I $ I S 
105 50 

S 106 $ 51 S 

December 31, 2010 

LKE LG&E KU 

$ $ $ 
103 49 

$ 103 S 49 $ 

The most significant ARO recorded by PPL and PPL Energy Supply relates to the decommissioning of the Susquehanna 
nuclear plant. The accrued nuclear decommissioning obligation was $276 million and $270 million at June 30, 2011 and 
December 31, 20 I 0, and is inclnded in "Asset retirement obligations" on the Balance Sheets. 

55 
55 

54 
54 

Assets in the NDT funds are legally restricted for purposes of settling PPL's and PPL Energy Supply's ARO related to the 
decommissioning of the Susquehanna station. The aggregate fair value of these assets was $644 million and $618 million at 
June 30, 2011 and December 31,2010, and is included in "Nuclear plant decommissioning trust funds" on the Balance 
Sheets. See Notes ##FVMCC and ##AFS for additional information on these assets. 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, July 13, 201111:25 AM 
Erskine, Greg 

Cc: Wiseman, Sara 
Subject: RE: review by Subject matter experts 

Greg: 

The only thing I see that needs updating is the current/non-current information for June 2011. The rest in the top 
section looks OK to me for LKE, LG&E, and KU. We do have $lmillion in LG&E and LKE in current. 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Wednesday, July 13, 201111:20 AM 
To: Wiseman, Sara; Crescente, Angela 
Subject: FW: review by Subject matter experts 

Angela and Sara: 

I've attached a Word document that contains the ARO footnote from the current version of the 6/30/1110-Q. The 
footnote contains information for PPL, PPL Energy Supply, LKE, LG&E, and KU. I put the information for LKE, LG&E, and 
KU into the note yesterday, after receiving it from Angela. 

Can each of you take a look at the information in the note for LKE, LG&E and KU and e-mail me back by the end of the 
day today and let me know if it looks OK to you, please? 

Thanks, 

Greg 

« File: Doc1.docx» 

From: Pienaar, Lesley 
Sent: Wednesday, July 13, 2011 8:11 AM 
To: Financial Reporting Department 
Subject: review by Subject matter experts 

All, 
Please ensure that by EOD today you have provided the subject matter experts, preparers and managers of the 
preparers with the section that they provided support for so that they may review tomorrow and provide any changes 
as needed before the draft on Saturday. 

1 
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I think it may be easier to generate that section only and send it to them for review. Let me know if this does not work 
for you. 
Lesley 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Corey, 

Crescente, Angela 
Wednesday, May 04, 2011 2:42 PM 
Koellner, Corey 
RE: KU Regulatory Liabilities 

Follow up 
Completed 

These items should be netted against the credits. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Wednesday, May 04, 2011 2:35 PM 
To: Crescente, Angela 
Subject: KU Regulatory Liabilities 

Angela-

I'm preparing the KU Regulatory liab information that will be included in the Form 3 filing. I identified these ARO liabs with debit activity in lQll: 

Account 
254014 
254014 
254014 

Account 
REGULATORY LIABILITY ARO - GENERATION 
REGULATORY LIABILITY ARO - GENERATION 
REGULATORY LIABILITY ARO - GENERATION 

JeName 
PP ARO USD Ol-FEB-II 
PP ARO USD Ol-JAN-II 
PP ARO USD Ol-MAR-ll 

Line Description 
Journal Import Created 
Journal Import Created 
Journal Import Created 

Could let me know if these items should be documented as debits, or if the nature of the activity is such it should be netted against the credits. 

Thanks! 

1 

Debits 
5,968.78 
5,968.78 
5,968.78 
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Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

2 
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Crescente, Angela 

From: Erskine, Greg 
Sent: 
To: 

Tuesday, July 12, 20114:30 PM 
Crescente, Angela 

Subject: RE: ARO Footnote - 6/30/11 

Thanks, Angela. 

Greg 

From: Crescente, Angela 
Sent: Tuesday, July 12, 2011 4:14 PM 
To: Erskine, Greg 
Cc: Wiseman, Sara 
Subject: FW: ARO Footnote - 6/30/11 

Greg: 

Please see attached: 

« File: ARO Footnote.xlsx» 
Thanks, 
Angela 

From: Erskine, Greg 
Sent: Friday, July 08, 2011 2:24 PM 
To: Crescente, Angela 
Subject: FW: ARO Footnote - 6/30/11 

Angela: 

I mentioned below that the 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file 
need to agree with the 6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, 
LG&E and KU (in millions). I also mentioned that I didn't yet know the noncurrent ARO liability balances that will appear 
in the 6/30/11 balance sheets, but I would know them on or near Friday, July 8, and that I would e-mail the balances to 
you when I knew them. Well, I know them now, and here they are: 

LKE 105 
LG&E 50 
KU 55 

Please make sure that the 6/30/11 noncurrent balances that you put into the attached file equal the above balances. 

If you have any questions, let me know. 

Thanks, 

1 
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Greg 

From: Erskine, Greg 
Sent: Thursday, June 30, 2011 1:20 PM 
To: Crescente, Angela 
Subject: ARO Footnote - 6/30/11 

Angela: 

I need to get information from you to complete the LKE, LG&E and KU sections of the ARO footnote that will appear in 
the 6/30/11 PPL Form 10-Q. I've attached a file that shows the information I need. Can you replace the question marks 
in the file with amounts and return the file to me by Monday, July 11, please? 

The file calls for a rollforward of the ARO liabilities for LKE, LG&E and KU for the six months ended 6/30/11 (in millions). 
It also calls for a split of the 6/30/11 ARO liability balances between current and noncurrent for LKE, LG&E and KU (also 
in millions). 

The 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file need to agree with the 
6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, LG&E and KU (in 
millions). I don't yet know the noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets, but I 
should know them on or near Friday, July 8. I will e-mail the balances to you when I know them. Please make sure that 
the 6/30/11 noncurrent balances that you put into the attached file equal the balances that I e-mail to you. 

Please do not change the beginning balances in the attached file. Also, please do not change any of the formulas I've 
put into the file. If you feel that you need to change the beginning balances or a formula, please contact me before you 
do anything. 

Please do not change the descriptions that appear in column A in the file and please do not add any new rows. PPL 
came up with the descriptions, and we can't change them. 

Some of the formulas in the attached file return #VALUEL After you replace the question marks with the correct 
6/30/11 amounts, the #VALUEls should go away. 

I included the split between current and noncurrent we reported at 12/31/10 in the attached file for your reference. 

Thanks, 

Greg 

« File: Book7.xlsx» 

2 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Tuesday, July 12, 2011 4:14 PM 
Erskine, Greg 

Cc: Wiseman, Sara 
Subject: FW: ARO Footnote - 6/30/11 

Greg: 

Please see attached: 

~Jn~ 
ARO Footnote.xlsx 

Thanks, 
Angela 

From: Erskine, Greg 
Sent: Friday, July 08, 2011 2:24 PM 
To: Crescente, Angela 
Subject: FW: ARO Footnote - 6/30/11 

Angela: 

I mentioned below that the 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file 
need to agree with the 6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, 
LG&E and KU (in millions). I also mentioned that I didn't yet know the noncurrent ARO liability balances that will appear 
in the 6/30/11 balance sheets, but I would know them on or near Friday, July 8, and that I would e-mail the balances to 
you when I knew them. Well, I know them now, and here they are: 

LKE 105 
LG&E 50 
KU 55 

Please make sure that the 6/30/11 noncurrent balances that you put into the attached file equal the above balances. 

If you have any questions, let me know. 

Thanks, 

Greg 

From: Erskine, Greg 
Sent: Thursday, June 3D, 20111:20 PM 
To: Crescente, Angela 
Subject: ARO Footnote - 6/30/11 

1 
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Angela: 

I need to get information from you to complete the LKE, LG&E and KU sections of the ARO footnote that will appear in 
the 6/30/11 PPL Form 10-Q. I've attached a file that shows the information I need. Can you replace the question marks 
in the file with amounts and return the file to me by Monday, July 11, please? 

The file calls for a rollforward of the ARO liabilities for LKE, LG&E and KU for the six months ended 6/30/11 (in millions). 
It also calls for a split of the 6/30/11 ARO liability balances between current and noncurrent for LKE, LG&E and KU (also 
in millions). 

The 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file need to agree with the 
6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, LG&E and KU (in 
millions). I don't yet know the noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets, but I 
should know them on or near Friday, July 8. I will e-mail the balances to you when I know them. Please make sure that 
the 6/30/11 noncurrent balances that you put into the attached file equal the balances that I e-mail to you. 

Please do not change the beginning balances in the attached file. Also, please do not change any of the formulas I've 
put into the file. If you feel that you need to change the beginning balances or a formula, please contact me before you 
do anything. 

Please do not change the descriptions that appear in column A in the file and please do not add any new rows. PPL 
came up with the descriptions, and we can't change them. 

Some of the formulas in the attached file return #VALUEL After you replace the question marks with the correct 
6/30/11 amounts, the #VALUE!s should go away. 

I included the split between current and noncurrent we reported at 12/31/10 in the attached file for your reference. 

Thanks, 

Greg 

qiJ 
Book7.xlsx 
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LKE CONSOLIDATED 08/02/12 
Asset Retirement Obligations 3:46 PM 
6ME 06/30/11 
06/30/11 Reporting 

LKE LG&E KU 

12/31/10 balance 103 49 64 

Accretion expense 3 2 1 
Obligations assumed in acquisition of LKE 17? ??? ??? 
Obligations assumed in acquisition of CN ??? ??? ??? 
ARO derecognized ??? ??? ??? 
New obligations incurred ??? ??? ??? 
Changes in estimated cash flow or settlement date ?17 ??? ??? 
Effect of foreign currency exchange rates ??? ??? ??? 
Obligations settled ??? ??? ??? 

06/30/11 balance 106 61 65 

Balance-sheet classification at 06/30/11: 
Current 1 1 ??? 
Noncurrent 105 50 55 

Totals 106 51 55 

Balance-sheet classification at 12/31/10: 
Current 
Noncurrent 103 49 54 

Totals 103 49 54 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Angela: 

Erskine, Greg 
Friday, July 08, 2011 2:24 PM 
Crescente, Angela 
FW: ARO Footnote - 6/30/11 

I mentioned below that the 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file 
need to agree with the 6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, 
LG&E and KU (in millions). I also mentioned that I didn't yet know the noncurrent ARO liability balances that will appear 
in the 6/30/11 balance sheets, but I would know them on or near Friday, July 8, and that I would e-mail the balances to 
you when I knew them. Well, I know them now, and here they are: 

LKE 105 
LG&E 50 
KU 55 

Please make sure that the 6/30/11 noncurrent balances that you put into the attached file equal the above balances. 

If you have any questions, let me know. 

Thanks, 

Greg 

From: Erskine, Greg 
Sent: Thursday, June 30, 2011 1:20 PM 
To: Crescente, Angela 
Subject: ARO Footnote - 6/30/11 

Angela: 

I need to get information from you to complete the LKE, LG&E and KU sections of the ARO footnote that will appear in 
the 6/30/11 PPL Form 10-Q. I've attached a file that shows the information I need. Can you replace the question marks 
in the file with amounts and return the file to me by Monday, July 11, please? 

The file calls for a rollforward of the ARO liabilities for LKE, LG&E and KU for the six months ended 6/30/11 (in millions). 
It also calls for a split of the 6/30/11 ARO liability balances between current and noncurrent for LKE, LG&E and KU (also 
in millions). 

The 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file need to agree with the 
6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, LG&E and KU (in 
millions). I don't yet know the noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets, but I 
should know them on or near Friday, July 8. I will e-mail the balances to you when I know them. Please make sure that 
the 6/30/11 noncurrent balances that you put into the attached file equal the balances that I e-mail to you. 

1 
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Please do not change the beginning balances in the attached file. Also, please do not change any of the formulas I've 
put into the file. If you feel that you need to change the beginning balances or a formula, please contact me before you 
do anything. 

Please do not change the descriptions that appear in column A in the file and please do not add any new rows. PPL 
came up with the descriptions, and we can't change them. 

Some of the formulas in the attached file return nVALUEL After you replace the question marks with the correct 
6/30/11 amounts, the nVALUEls should go away. 

I included the split between current and noncurrent we reported at 12/31/10 in the attached file for your reference. 

Thanks, 

Greg 

rm-~ I'lliJl 

Book7.xlsx 
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LKE CONSOLIDATED 06/22/11 
Asset Retirement Obligations 3:30 PM 
6ME 06/30/11 
06/30/11 Reporting 

LKE LG&E KU 

12/31/10 balance 103 49 54 

Accretion expense ??? ??? ??? 
Obligations assumed in acquisition of LKE ??? ??? ??? 
Obligations assumed in acquisition of CN ??? ??? ??? 
ARO derecognized ??? ??? ??? 
New obligations incurred ??? ??? ??? 
Changes in estimated cash flow or settlement date ??? ??? ??? 
Effect of foreign currency exchange rates ??? ??? ??? 
Obligations settled ??? ??? ??? 

06/30/11 balance 103 49 54 

Balance-sheet classification at 06/30/11: 
Current ??? ??? ??? 
Noncurrent ??? ??? ??? 

Totals #VALUEI #VALUEI #VALUEI 

Balance-sheet classification at 12/31/10: 
Current 
Noncurrent 103 49 54 

Totals 103 49 54 

Attachment to Response to KU AG-1 Question No. 201 
Page 643 of 1014 
Charnas



Crescente. Angela 

From: 
Sent: 
To: 
Subject: 

Angela: 

Erskine, Greg 
Thursday, June 30, 20111:20 PM 
Crescente, Angela 
ARO Footnote - 6/30/11 

I need to get information from you to complete the LKE, LG&E and KU sections of the ARO footnote that will appear in 
the 6/30/11 PPL Form 10-Q. I've attached a file that shows the information I need. Can you replace the question marks 
in the file with amounts and return the file to me by Monday, July 11, please? 

The file calls for a rollforward of the ARO liabilities for LKE, LG&E and KU for the six months ended 6/30/11 (in millions). 
It also calls for a split of the 6/30/11 ARO liability balances between current and noncurrent for LKE, LG&E and KU (also 
in millions). 

The 6/30/11 noncurrent ARO liability balances (in millions) that you put into the attached file need to agree with the 
6/30/11 noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets for LKE, LG&E and KU (in 
millions). I don't yet know the noncurrent ARO liability balances that will appear in the 6/30/11 balance sheets, but I 
should know them on or near Friday, July 8. I will e-mail the balances to you when I know them. Please make sure that 
the 6/30/11 noncurrent balances that you put into the attached file equal the balances that I e-mail to you. 

Please do not change the beginning balances in the attached file. Also, please do not change any of the formulas I've 
put into the file. If you feel that you need to change the beginning balances or a formula, please contact me before you 
do anything. 

Please do not change the descriptions that appear in column A in the file and please do not add any new rows. PPL 
came up with the descriptions, and we can't change them. 

Some of the formulas in the attached file return nVALUE!. After you replace the question marks with the correct 
6/30/11 amounts, the nVALUE!s should go away. 

I included the split between current and noncurrent we reported at 12/31/10 in the attached file for your reference. 

Thanks, 

Greg 

rm;f\ 
~ 

Book7.xlsx 
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LKE CONSOLIDATED 06/22/11 
Asset Retirement Obligations 3:30 PM 

6ME 06/30/11 
06/30/11 Reporting 

LKE LG&E KU 

12/31/10 balance 103 49 54 

Accretion expense ??? ??? ??? 
Obligations assumed in acquisition of LKE ??? ??? ??? 
Obligations assumed in acquisition of CN ??? ??? ??? 
ARO derecognized ??? ??? ??? 
New obligations incurred ??? ??? ??? 
Changes in estimated cash flow or settlement date ??? ??? ??? 
Effect of foreign currency exchange rates ??? ??? ??? 
Obligations settled ??? ??? ??? 

06/30/11 balance 103 49 54 

Balance-sheet classification at 06/30/11: 
Current ??? ??? ??? 
Noncurrent ??? ??? ??? 

Totals #VALUEI #VALUEI #VALUEI 

Balance-sheet classification at 12/31/10: 
Current 
Noncurrent 103 49 54 

Totals 103 49 54 
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Crescente, Angela 

From: Wiseman, Sara 
Sent: 
To: 

Wednesday, June 22, 2011 2:22 PM 
Charnas, Shannon 

Subject: RE: Saturday, Ju[y 9 

They are the majority of it. Since an ARO table is also being included, Ange[a will need to work on the roll-forward, but 
she will be doing that just as soon as the books close. The roll-forward does not take nearly a much time to complete as 
the plant report. 

From: Charnas, Shannon 
Sent: Wednesday, June 22, 2011 2: 19 PM 
To: Wiseman, Sara 
Subject: RE: Saturday, Ju[y 9 

Are the plant reports the only thing that impacts the GAAP reporting? 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E and KU 
(502) 627-4978 

From: Wiseman, Sara 
Sent: Wednesday, June 22, 2011 2:14 PM 
To: Charnas, Shannon 
Subject: RE: Saturday, Ju[y 9 

[ do not anticipate that many folks will be here. Karen Da[y told me she will be her working on plant reports. I'm not 
sure beyond her if anyone will be here. 

From: Charnas, Shannon 
Sent: Wednesday, June 22, 20111:40 PM 
To: Wiseman, Sara; Raib[e, Eric; Keemer, Gabrie[a; Mazza, Frank 
Subject: Saturday, Ju[y 9 

[ was interested in confirming with you who in your group would be working on Saturday, Ju[y 9 (at least generally). Do 
you think you will have a majority of your team here that day working on reporting items? Please respond at your 
convenience. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Angela and Sara: 

Erskine, Greg 
Wednesday, July 13, 201111:20 AM 
Wiseman, Sara; Crescente, Angela 
FW: review by Subject matter experts 

I've attached a Word document that contains the ARO footnote from the current version of the 6/30/111O-Q. The 
footnote contains information for PPL, PPL Energy Supply, LKE, LG&E, and KU. I put the information for LKE, LG&E, and 
KU into the note yesterday, after receiving it from Angela. 

Can each of you take a look at the information in the note for LKE, LG&E and KU and e-mail me back by the end of the 
day today and let me know if it looks OK to you, please? 

Thanks, 

Greg 

Doc1.do[x 

From: Pienaar, Lesley 
Sent: Wednesday, July 13, 2011 8: 11 AM 
To: Financial Reporting Department 
Subject: review by Subject matter experts 

All, 
Please ensure that by EOD today you have provided the subject matter experts, preparers and managers of the 
preparers with the section that they provided support for so that they may review tomorrow and provide any changes 
as needed before the draft on Saturday. 
I think it may be easier to generate that section only and send it to them for review. Let me know if this does not work 
for you. 
Lesley 

1 
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16. Asset Retirement Obligations 

(PPL, PPL Energy Supply, LKE, LG&E and KU) 

The changes in the carrying amounts of AROs were as follows. 

PPL 
PPL Energy Su~~ly LKE LG&E KU 

ARO at December 31, 2010 S 448 $ 345 $ 103 $ 49 S 54 
Accretion expense (a) 9 7 3 2 1 
Obligations assumed in acquisition ofLKE 
Obligations assumed in acquisition ofWPD 

Midlands (Note 8) 
Derecognition (b) (5) 
New obligations incurred 
Changes in estimated cash flow or settlement date 
Efiect of foreign currency exchange mtes 
Obligations settled (3) (3) 

ARO at June 30, 2011 $ 454 $ 344 $ 106 $ 51 $ 55 

(a) Accretion expense recorded by PPL for its subsidiaries LG&E and KU is offset with a regulatory asset, such that there is no income statement impact, 
(b) Represents AROs dcrceognized as a result ofPPL Energy Supply's distribution of its membership interest in PPL Global to PPL Energy Suppi}~s 

parent, PPL Energy Funding. See Note ##ADD for additional infonnatiol1 on the distribution. 

The classification of AROs on the Balance Sheet was as follows. 

Current portion (a) 
Long-tenn portion (b) 

Total 

Current portion (a) 
Long-term portion (b) 

Total 

(a) Included in "Other current liabilities." 
(b) Included in "Asset retirement obligations." 

$ 

$ 

S 

$ 

PPL 
12 

442 
454 

PPL 

13 
435 
448 

PPL Energy 
Sll~~I\' 

$ II 
333 

$ 344 

PPLEnergy 
Su~~ly 

$ 13 
332 

$ 345 

June 30, 2011 

LKE LG&E KU 
$ $ $ 

!O3 49 
$ 103 S 49 $ 

December 31, 2010 

LKE LG&E KU 

$ S $ 
!O3 49 

$ 103 $ 49 S 

The most significant ARO recorded by PPL and PPL Energy Supply relates to the decommissioning ofthe Susquehanna 
nuclear plant. The accrued nuclear decommissioning obligation was $##D<SusqAROAROfnCY> million and 
$##D<SusqAROAROfi,PY> million at ##D<CurQlrEnd> and ##D<Pre Yem'End>, and is included in "Asset retirement 
obligations" on the Balance Sheets. 

54 
54 

54 
54 

Assets in the NDT funds are legally restricted for purposes of settling PPL's and PPL Energy Supply's ARO related to the 
decommissioning of the Susquehanna station. The aggregate fail' value ofthese assets was $##D<NDTCYBSCorp> million 
and $##D<NDTPYBSCorp> million at ##D<CurQlrEnd> and #IID<PreYearEnd>, and is included in "Nuclear plant 
deconunissioning trust funds" on the Balance Sheets. See Notes ##FVMCC and ##AFS for additional information on these 
assets. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Angela, 

McCammon, Virginia 
Monday, August 01, 2011 5:03 PM 
Crescente, Angela 
KU Form 3 - ARO Reg Asset Activity 

Follow up 
Completed 

I am working with Corey Koellner on the Form 3 Reg Assets page, and I wanted to verify if the $58,395.26 credit to the ARO account should be reported as credit 
or debit activity. I believe you had Corey report this as debit activity for LGE, but I need to verify this is correct for KU as well. 

Please let me know if you have any questions. Thanks in advance for your help! 

Account Account JeName Debits Credits Total 

182317 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-APR-11 
GENERATION 493,741.45 58,395.26 435,346.19 

182317 OTHER REGULATORY ASSETS ARO- PP ARO USD 01-JUN-lJ 
GENERATION 470,892.04 470,892.04 

182317 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-MAY-11 
GENERATION 469,935.99 469,935.99 

182318 OTHER REG ASSETS ARO - TRANSMISSION PP ARO USD 01-APR-11 
512.44 512.44 

182318 OTHER REG ASSETS ARO - TRANSMISSION PP ARO USD 01-JUN-11 
516.19 516.19 

182318 OTHER REG ASSETS ARO - TRANSMISSION PP AROUSD 01-MAY-lJ 
514.31 514.31 

182325 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-APR-11 
DISTRIBUTION 1,717.05 1,717.05 

182325 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-JUN-11 
DISTRIBUTION 1,729.43 1,729.43 

182325 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-MAY-ll 
DISTRIBUTION 1,723.23 1,723.23 
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Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia mccammon@lge-kucom 

~ Please consider the environment before printing this e-mail. 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Angela: 

Erskine, Greg 
Wednesday, December 14, 2011 3:33 PM 
Crescente, Angela 
ARO Footnote - 12/31/11 

I need to get information from you to complete the LKE, LG&E and KU sections of the ARO footnote that will appear in 
the 12/31/11 PPL Form 10-K. I've attached a file that shows the information I need. Can you replace the question marks 
in the file with amounts and return the file to me by Wednesday, January 11, please? 

The file calls for a rollforward of the ARO liabilities for LKE, LG&E and KU for the twelve months ended 12/31/11 (in 
millions). It also calls for a split of the 12/31/11 ARO liability balances between current and noncurrent for LKE, LG&E 
and KU (also in millions). 

The 12/31/11 noncurrent ARO liability balances (in millions) that you put into the attached file need to agree with the 
12/31/11 noncurrent ARO liability balances that will appear in the 12/31/11 balance sheets for LKE, LG&E and KU (in 
millions). I don't yet know the noncurrent ARO liability balances that will appear in the 12/31/11 balance sheets, but I 
should know them on or near Tuesday, January 10. I will e-mail the balances to you when I know them. Please make 
sure that the 12/31/11 noncurrent balances that you put into the attached file equal the balances that I e-mail to you. 

Please do not change the beginning balances in the attached file. Also, please do not change any of the formulas I've 
put into the file. If you feel that you need to change the beginning balances or a formula, please contact me before you 
do anything. 

Please do not change the descriptions that appear in column A in the file and please do not add any new rows. PPL 
came up with the descriptions, and we can't change them. 

Some of the formulas in the attached file return #VALUEI. After you replace the question marks with the correct 
9/30/11 amounts, the #VALUEls should go away. 

I included the split between current and noncurrent we reported at 12/31/10 in the attached file for your reference. 

Thanks, 

Greg 

qf)JfiJ 
Book7.xlsx 

1 
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LKE CONSOLIDATED 11/30/11 
Asset Retirement Obligations 3:49 PM 
12ME 12/31/11 
12/31/11 Reporting 

LKE LG&E KU 

12/31/10 balance 103 49 54 

Accretion expense ??? ??? ??? 
Obligations assumed in acquisition of LKE ??? ??? ??? 
Obligations assumed in acquisition of CN ??? ??? ??? 
ARO derecognized ??? ??? ??? 
New obligations incurred ??? ??? ??? 
Changes in estimated cash flow or settlement date ??? ??? ??? 
Effect of foreign currency exchange rates ??? ??? ??? 
Obligations settled ??? ??? ??? 

12/31/11 balance 103 49 54 

Balance-sheet classification at 12/31/11: 
Current ??? ??? ??? 
Noncurrent ??? ??? ??? 

Totals #VALUEI #VALUEI #VALUEI 

Balance-sheet classification at 12/31/10: 
Current 
Noncurrent 103 49 54 

Totals 103 49 54 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

Ginny, 

Crescente, Angela 
Wednesday, October 19, 2011 9:36 AM 
McCammon, Virginia 
Wiseman, Sara 
RE: LGE ARO Reg Assets 

Follow up 
Completed 

The ones listed below were corrections, so they should be netted against the debits. 

Thanks, 
Angela 

From: Mccammon, Virginia 
Sent: Tuesday, October 18, 2011 5:54 PM 
To: Crescente, Angela 
Subject: LGE ARO Reg Assets 

Hi Angela, 

I'm preparing the LGE regulatory asset information that will be included in the Form 3. I have identified the following ARO assets with credit activity in Q3-2011. 

Account Account Line Description JeName Credits 

182326 OTHER REGULATORY ASSETS ARO - GAS Journal Import J421-0100-0811 Adjustment USD 31-AUG-ll 0.01 
Created 

182327 OTHER REGULATORY ASSETS ARO- Journal Import J422-0100-0811 Adjustment USD 31-AUG-ll 0.02 
COMMON Created 

Can you please let me know if these items should be documented as credits, or if they should be netted against the debits due to the nature of the activity? 

Just a heads up -I will also have this question if applicable for KU, but it may be a couple more days before I pull the activity. If it is easier for you, feel free to 
provide the same info related to any KU credits. 

1 
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Thanks in advance for your help! 

Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia mccammon@lge-kucom 

.J:;. Please consider the environment before printing this e-mail. 
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Crescente, Angela 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, October 19, 201112:16 PM 
McCammon, Virginia 

Subject: RE: LGE ARO Question 

Ginny, 

It is 230012, but it is always best to ask just in case. I will try to remember to send that to you in the future. 

Thanks, 
Angela 

From: Mccammon, Virginia 
Sent: Wednesday, October 19, 2011 12:15 PM 
To: Crescente, Angela 
Subject: RE: LGE ARO Question 

Thanks! For the $106k credit, what is the offsetting account? Last quarter it was acct 230 - is that always the case? 

Thanks again, 

Ginny Copelin McCammon 
502.627.3239 

From: Crescente, Angela 
Sent: Wednesday, October 19, 201112:13 PM 
To: McCammon, Virginia 
Cc: Wiseman, Sara 
Subject: RE: LGE ARO Question 

Ginny, 

The $106,482.65 should be documented as a credit since it relates to settlement activity. The $7,622,791.10 should be 
netted against the debits due to the nature of the activity that was necessary for the latest revaluation. 

Thanks, 
Angela 

From: Mccammon, Virginia 
Sent: Wednesday, October 19, 2011 9:13 AM 
To: Crescente, Angela 
Subject: LGE ARO Question 

Hi Angela, 

1 
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I.m preparing the LGE regulatory asset information that will be included in the Form 3. I have identified the following 
ARO assets with credit activity in Q3-2011. 

Account Account Line Je Name Credits 
Description 

182317 OTHER REGULATORY ASSETS ARO Journal Import PP ARO USD 0 I -JUL-ll 106,482.65 
- GENERA nON Created 

182317 OTHER REGULATORY ASSETS ARO Journal ImpOlt PP ARO USD 0 I -SEP-II 7,622,791.10 
- GENERATION Created 

Can you please let me know if these items should be documented as credits, or if they should be netted against the 
debits due to the nature of the activity? 

Just a heads up - I will also have this question if applicable for KU, but it may be a couple more days before I pull the 
activity. If it is easier for you, feel free to provide the same info related to any KU credits. 

Thanks in advance for your help! 

Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia.mccommon@lge-ku.com 

rJl Please consider the environment before printing this e-mail. 
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Crescente. Angela 

From: 
Sent: 
To: 
Subject: 

Hi Angela, 

McCammon, Virginia 
Thursday, October 27, 2011 2:23 PM 
Crescente, Angela 
Questions about ARO Activity 

I'm preparing the KU regulatory asset and the LGE & KU regulatory liability pages for the Form 3. I have identified ARO 
activity for Q3-2011 in the attached spreadsheet. 

For the KU reg asset activity highlighted in orange, does this activity need to be netted against the debits? If no, can you 
please provide the offsetting account for this activity? 

For both LGE and KU reg liability activity highlighted in orange, does any of the activity need to be netted against 
credits? If no, can you please provide the offsetting account for each of these items? 

Thanks in advance for your help! 

, ___ ""'1 

l{ IJ 
fJJlIl 

ARO Activity -
Q3.2011.xlsx 

Ginny Copelin McCammon, CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fox: 502.627.3800 
virginia.mccammon@lge-ku.com 

~ Please consider the environment before printing this e-mail. 
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Kentucky Utilities Company - Assets 

Amount DrSUM I AmountCrSUM I Amount SUM I 
Acct$Account Account Je Name Line Description I I I 
182317 OTHER REGULATORY ASSETS J422-0110-0811 Adjustment USD 31-AUG-11 Journal Import Created 0.06 - 0.06 

ARO - GENERATION 
PP ARO USD 01-AUG-11 Journal Import Created 472,209.71 - 472,209.71 

PP ARO USD 01-JUL-11 Journal Import Created 502,741.45 . 119;378.78; 383,362.67 

PP ARO USD 01-SEP-11 Journal Import Created 744,021.96 - 744,021.96 
Total Account 1,718,973.18 119,378.78 1,599,594.40 

182318 OTHER REG ASSETS.ARO - J422-0110-0811 Adjustment USD 31-AUG-11 Journal Import Created - 0.01 (0.01 ) 
TRANSMISSION 

PP ARO USD 01-AUG-11 Journallrnport Created 519.97 - 519.97 

.' 
PP ARO USD 01-JUL-11 Journal Import Created 518.08 - 518.08 

PPARO USD 01-SEP-11 Journal Import Created 521.87 - 521.87 

Total Account 1,559.92 0.01 1,559.91 

182325 OTHER REGULATORY ASSETS J422-011 0-0811 Adjustment USD 31-AUG-11 Journal Import Created - 0.01 (0.01 ) 
ARO - DISTRIBUTION 

PP ARO USD 01-AUG-11 Journal Import Created 1,741.93 - 1,741.93 

PP ARO USD 01-JUL-11 Journal Import Created 1,735.67 - 1,735.67 

PP ARO USD 01-SEP-11 Journal Import Created 1,748.22 - 1,748.22 

Total Account 5,225.82 0.01 5,225.81 

Kentucky Utilities Company - Liabilities 
Amount Dr SUM I Amount Cr SUM I Amount SUM I 

Acct$Account ACcount Je Name Line Description I I I 
254014 REGULATORY LIABILITY ARO- J422-0110-0811 Adjustment USD 31-AUG-11 Journal Import Created 0.09 - 0.09 

GENERATION 
PPARO USD 01-AUG-11 Journal Import Created .' . ..>6.;257:17 26,889.13 (20,631.96) 

PP ARO USD 01-JUL-11 Journal Import Created .·..< .. 6,257;17.·j 26,889.13 (20,631.96) 

PPARO USD 01-SEP-11 Journal Import Created .. '.' "';6\257;;1Ti 26,889.13 (20,631.96) 

Total Account 18,771.60 80,667.39 (61,895.79) 

Louisville Gas & Electric Company - Liabilities -
Amount Dr SUM AmountCr SUM I Amount SUM I 

Acct$Account Account Je Name Line Description I I 
254014 REGULATORY LIABILITY ARO- PP ARO USD 01-AUG-11 Journal Import Created 

.···;.·.·:;· •...• ·.\ .•.•..• \:ii> .. ::: 
6,233.38 (6,177.64) 

GENERATION 
PP ARO USD 01-JUL-11 Journallrnport Created 

" 
'55;74i 6,233.38 (6,177.64) 

PP ARO USD 01-SEP-11 Journal Import Created .r.:' ' .. J.,.55·74. 6,233.38 (6,177.64) 

T otaJ Account 167.22 18,700.14 (18,532.92) 

254016 REGULATORY LIABILITY ARO - t422-0100-0811 Adjustment USD 31-AUG-11 .. IJ~Urnallmport Created - 19,446.67 (19,446.67) 
GAS .. ... . 
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.... 
J423-01 00-0911 Adjustment USD 30-SEP-11 Journal Import Created ./> ····1.9;446:67>" - 19,446.67 

J431-0100-0811 Adjustment USD 31-AUG-11 Journal Import Created - 19,446.67 (19,446.67) 

PP ARO USD 01-AUG-11 Journal Import Created - 1,661.20 (1,661.20) 

PP ARO USD 01-JUL-11 Journal Import Created - 1,661.20 (1,661.20) 

PPARO USD 01-SEP-11 Journal Import Created - 1,661.20 (1,661.20) 

Reverses "J431-0100-0811 Adjustment USD 31- Journal Import Created 19,446.67 - 19,446.67 
AUG-11"23-AUG-1115:24:19 

Total Account 38,893.34 43,876.94 ...... .(4,983.60) ------------ -------
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Crescente, Angela 

From: McCammon, Virginia 
Sent: 
To: 

Thursday, October 27, 2011 3:58 PM 
Crescente, Angela 

Subject: RE: Questions about ARO Activity 

Thank you! 

Ginny Copelin McCammon 
502.627.3239 

From: Crescente, Angela 
Sent: Thursday, October 27,2011 3:57 PM 
To: McCammon, Virginia 
Cc: Wiseman, Sara 
Subject: RE: Questions about ARO Activity 

Ginny, 

The LGE and KU reg liability debit activity should be netted against the credits. The KU reg asset activity of $119K should 
be considered a credit due to settlement activity and the offsetting account for this activity is 230. 

Please let me know if you have any questions. 

Thanks, 
Angela 

From: McCammon, Virginia 
Sent: Thursday, October 27,2011 2:23 PM 
To: Crescente, Angela 
Subject: Questions about ARO Activity 

Hi Angela, 

I'm preparing the KU regulatory asset and the LGE & KU regulatory liability pages for the Form 3. I have identified ARO 
activity for Q3-2011 in the attached spreadsheet. 

For the KU reg asset activity highlighted in orange, does this activity need to be netted against the debits? If no, can you 
please provide the offsetting account for this activity? 

For both LGE and KU reg liability activity highlighted in orange, does any of the activity need to be netted against 
credits? If no, can you please provide the offsetting account for each of these items? 

Thanks in advance for your help! 

1 
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« File: ARO Activity - Q3.2011.xlsx» 

Ginny Copelin McCammon. CPA 
LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fox: 502.627.3800 
virginia.mccammon@lge-ku.com 

J] Please consider the environment before printing this e-mail. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Follow Up Flag: 
Flag Status: 

Corey, 

Crescente, Angela 
Friday, July 22, 20114:20 PM 
Koellner, Corey 
Wiseman, Sara 
RE: LG&E ARO Regulatory Assets 

Follow up 
Completed 

The correct offset amount for 182317 is 230012 and the correct offset amount for 182326 is 230016. 

Thanks, 
Angela 

From: Koellner, Corey 
Sent: Friday, July 22, 2011 3:28 PM 
To: Crescente, Angela 
Subject: RE: LG&E ARO Regulatory Assets 

Thanks, Angela. Do you have the offset account # for the credit entries? 

From: Crescente, Angela 
Sent: Friday, July 22, 2011 12:38 PM 
To: Koellner, Corey 
Cc: Wiseman, Sara 
Subject: RE: LG&E ARO Regulatory Assets 

Corey, 

Since these are related to settlements, I would say they should be documented as credits. 

1 
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Thanks. 
Angela 

From: Koellner, Corey 
Sent: Thursday, July 21, 201110:07 AM 
To: Crescente, Angela 
Subject: LG&E ARO Regulatory Assets 

Angela-

I'm preparing the LG&E Regulatory Asset information that will be included in the Form 3 filing. I identified the following ARO assets with credit activity in 2Qll: 

Account Account JeName Line Description 
182317 OTHER REGULATORY ASSETS ARO - PP ARO USD 01-APR-ll J ourna! Import Created 

GENERATION 
182317 OTHER REGULATORY ASSETSARO- PP ARO USD 01-MAY-ll J ourna! Import Created 

GENERATION 
182326 OTHER REGULATORY ASSETS ARO - GAS PP ARO USD 01-APR-ll Journa! Import Created 
182326 OTHER REGULATORY ASSETS ARO - GAS PP ARO USD Ol-MA Y-ll Journal Import Created 

If you could let me know if these items should be documented as credits, or if the nature of the activity is such it should be netted against the debits. 

Thanks! 

Corey Koellner 
Regulatory Accounting & Reporting 
LG&E and KU Energy LLC 
Direct: (502) 627-2965 
corey.koellner@lge-ku.com 

2 

Debits 
257,865.30 

856,233.30 

205,993.36 
506,867.31 

Attachment to Response to KU AG-1 Question No. 201 
Page 663 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject 

Follow Up Flag: 
Flag Status: 

Ginny, 

Crescente, Angela 
Tuesday, August 02, 201110:12 AM 
McCammon, Virginia 
Koellner, Corey 
FW: KU Form 3 - ARO Reg Asset Activity 

Follow up 
Completed 

5ince these are related to settlements, I would say they should be documented as credits and the offsetting account to 182317 is 230012. 

Thanks, 
Angela 

From: McCammon, Virginia 
Sent: Monday, August 01, 2011 5:03 PM 
To: Crescente, Angela 
Subject: KU Form 3 - ARO Reg Asset Activity 

Angela, 

I am working with Corey Koellner on the Form 3 Reg Assets page, and I wanted to verify if the $58,395.26 credit to the ARO account should be reported as credit 
or debit activity. I believe you had Corey report this as debit activity for LGE, but I need to verify this is correct for KU as well. 

Please let me know if you have any questions. Thanks in advance for your help! 

Account Account 

182317 OTHER REGULATORY ASSETSARO­
GENERATION 

JeName 

PP ARO USD 01-APR-ll 

1 

Debits Credits Total 

493,741.45 58,395.26 435,346.19 
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182317 OTHER REGULATORY ASSETS ARO-
GENERATION 

182317 OTHER REGULATORY ASSETS ARO-
GENERATION 

182318 OTHER REG ASSETS ARO - TRANSMISSION 

182318 OTHER REG ASSETS ARO - TRANSMISSION 

182318 OTHER REG ASSETS ARO - TRANSMISSION 

182325 OTHER REGULATORY ASSETS ARO-
DISTRIBUTION 

182325 OTHER REGULATORY ASSETS ARO-
DISTRIBUTION 

182325 OTHER REGULATORY ASSETS ARO-
DISTRIBUTION 

Ginny Copelin McCammon, CPA 

LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia mccammon@lge-kucom 

PP ARO USD Ol-JUN-II 

PP ARO USD Ol-MAY-ll 

PP ARO USD Ol-APR-II 

PP ARO USD Ol-JUN-II 

PP ARO USD Ol-MAY-ll 

PP ARO USD Ol-APR-II 

PP ARO USD Ol-JUN-II 

PP ARO USD Ol-MAY-ll 

.J;. Please consider the environment before printing this e-mail. 

2 

470,892.04 470,892.04 

469,935.99 469,935.99 

512.44 512.44 

516.19 516.19 

514.31 514.31 

1,717.05 1,717.05 

1,729.43 1,729.43 

1,723.23 1,723.23 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

This Is for April 2011. 

From: Crescente, Angela 

Crescente, Angela 
Friday, May 06, 201111:10 AM 
Daly, Karen 
RE: 108799 settlements. 

Sent: Friday, May 06, 2011 11:09 AM 
To: Daly, Karen 
Subject: 108799 settlements. 

Karen, 

The Electric and Gas splits for the settlements for LGE are as follows: 

Gas-$283,217.01 

Electric-$83,329.50 

Thanks, 
Angela 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Expires: 

FYI, 

Riggs, Eric 
Wednesday, May 11, 2011 7:39 AM 
Wiseman, Sara; Rose, Bruce; Crescente, Angela 
FW: Landfill Survey 
Questionaire Summary.xlsx 

Wednesday, June 13, 2012 1:00 AM 

Please note that Mr. Nitsche responded. 

From: Baird, Paul C [mailto:PCBaird@integrvsgroup.coml 
Sent: Tuesday, May 10, 2011 S:09 PM 
To: Robert Santos; roncamp@nu.com; Riggs, Eric; Rennix, Don; Nitsche, John P; betty.mincer@pepcoholdings.com; 
Litteken, Ryan T; Lewis, Daniel; Lee, Cynthia; Githae, David; DEvavold@otpco.com; Council, Carl J Jr; Biggs, Joy L. 
ec: Harmon, Isetta 
Subject: Landfill Survey 

Thank you again for participating in my landfill survey. I thought you might be interested I the results. I hope I captured 
everyone's answers correctly in that I only asked if you capitalized the cost or not. In the case of capping cost it appears 
most believe it should be handled as an ARO. If you answered you capitalized it, I assumed that was different than 

ARO treatment. 

Paul C. Baird 
Manager Property Accounting & Investments 
Integrys Business Support, LLC 
700 N Adams Street 
Green Bay, WI 54307-9001 

(920) 433-1127 Phone 
(920) 433-2553 Fax 

1 
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Integrys Energy Group owns a landfill site for disposal of its fly ash and bottom ash. The landfill has room for approximately 15 years worth of ash. 
The landfill is developed in cells where a liner and piping, etc. is constructed to hold approximately 2 years ash at one time. It is then capped and a 
new cell is developed. So approximately 7-8 cells will be created before the landfill will be full. The Company has about a 20 year obligation to 

actively monitor and maintain the site after it is completely full. 

Would you capitalize the construction costs of a landfill site? 

If you would capitalize costs, what costs would you capitalize­
Construction of the landfill cell to hold the ash? 
Costs of capping the landfill after cell is full of ash? 
Ongoing cost of monitoring and maintaining the site? 

What depreciation life would you assign to the landfill site. 
Give it the life of each cell created - approximately 2 years? One Company had a 3yr life minimum. 
Give it the life associated with how long it takes to fill the site - approximately 15 years? 
Give it a life associated with time the Company is required to maintain site - approximately 35 years? 
Other basis used to set the landfill site life? The life of composite group the landfill is classified. 

Cap 

13 

13 

6 

2 

6 

5 

O&M ARO 

11 

7 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Leenerts, Patricia 
Wednesday, May 18, 2011 9:10 AM 
Wacker, Diana; Crescente, Angela; Wiseman, Sara; Riggs, Eric 
Unitization - multiple year plugging project.docx 

Here is my first stab at the procedure we discussed. I wasn't sure what to name the procedure. Also, I had a note to 
point out when a JE may be required ... I think that it was if the well was never plugged. l!that was the case then we would 
have already unitized the related dollars on the first project. Also, I think that once the decision to plug a way is made that 
it will, eventually, get plugged. 

Please review, comment and return to me next week. I will combine and rewrite as necessary, then submit to you as a 
(hopefully) final draft. Then I can get it over to Lisa and Janice. 

Unitization - multiple 
year pI... 

1 
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PROCEDURE FOR PERMANENT PLUGGING AND RETIREMENT (ARO RETIREMENT) OF GAS WELLS 

Background 

Each year a new Gas Underground Storage (GUS) project is approved for the permanent plugging and 
retirement of gas wellS (ARO retirement). The ARO retirement tasks are by major field location on each 
project. When the project is approved it is unknown which wells will be worked due to weather 
constraints, vendor/equipment availability, etc. Budget approval of each year's project is with the 
expectation of the ARO retirement of 10 wells. Ideally, wells worked for permanent plugging (ARO 
retirement) would be completed on the same project for which they were started. When delays arise, 
the charges associated with the ARO retirement of a specific well may be accumulated over mUltiple 
projects, thus over multiple years. It is possible that a task, specific to a field, will accumulate charges for 
wells that were truly retired on the project and charges for other wells that are continued onto the next 
year(s) ARO retirement project(s). Since these tasks are setup by major field name it is difficult to quickly 
identify the wells to the specific charge. 

Property Accounting considered the best course of action for maintaining the integrity of the property 
records, with the least amount of demands from employees. Consideration was given that due to the 
potential multi-year charges if the ARO retirement projects should be on the blanket list. The ARO nature 
of the retirements is not conducive to processing these annual projects as blankets. 

Procedure 

Charges for ARO retirement should be applied to the specific year, as the charges are currently. On 
occasion the charges on a task may not be for the entire cost of the ARO retirement. For unitization 
purposes, a list of wells permanently plugged (ARO retirements) is to be submitted to Property 
Accounting upon completion of the last well plugged on that project. This should be automatically sent 
to Property Accounting. If an ARO retirement starts on one project and is completed another project, 
that well should not be included on the list until the ARO retirement is complete. 

Conclusion 

The process described above will provide Property Accounting with the information needed without 
requiring multiple correction processing via Change of Distribution (COD), Journal Entries (JEs), etc. from 
the Budget Coordinator. There will be slight timing differences that are considered inconsequential 
compared to the effort to track the charges to the specific wells. The overall integrity of the Property 
records will be intact. 
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Crescente, Angela 

From: Leenerts, Patricia 
Sent: 
To: 

Wednesday, May 18, 201111:53 AM 
Crescente, Angela 

Subject: 

Painted pipe ... no asbestos. 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 

RE: Project 126350 

Sent: Wednesday, May 18, 2011 11:34 AM 
To: Crescente, Angela 
Subject: FW: Project 126350 

The AlP does state 80 feet of tubings and fittings for 2354.00 -- Which you could ignore for ARO or could be considered 
part of the structure 2351.xx depending ... 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Wednesday, May 18, 201111:17 AM 
To: Crescente, Angela 
Subject: FW: Project 126350 

Angela, I don't see that you have done this. Did we discuss verbally? 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Wednesday, April 27, 201111:42 PM 
To: Crescente, Angela 

1 
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Cc: Leenerts, Patricia 
Subject: Project 126350 

Angela, this project has 80 feet of station piping at Muldraugh, per the AlP, which is being replaced, I will need to reclass 
the charges to 108799, Could you please setup a task and let me know when the task is ready, 

Thanks, 

Pat 
502-627-3811 

2 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leenerts, Patricia 
Wednesday, May 18, 201111:57 AM 
Crescente, Angela 
Rieth, Tom 
Type III and Type IV asbestos removal 

Angela, Tom called. He said that they can do type III and type IV asbestos removal. They can remove asbestos if the 
intent is not abatement. They can remove only if the intent is for maintenance ... like the gasket replacement. Also, the 
size of the asbestos containing material is minimal. The size is what can go into a "glove-bag". This is a bag they can 
use, while wearing special gloves, to remove a small quantity of asbestos. 

Tom, correct me if needed. 

Thanks, 

Pat 
502-627-3811 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Pat, 

Rieth, Tom 
Wednesday, May 18, 2011 2:42 PM 
Leenerts, Patricia; Crescente, Angela 
RE: Type III and Type IV asbestos removal 

This is correct. Our training is annual and allows us to remove asbestos for maintenance activities (Type 3) or incidental 
contact (Type 4). The glove bag is used primarily around piping, etc. We can also used the "wet" method. This is for 
non-friable type materials. 

Thanks 
Tom 

From: Leenerts, Patricia 
Sent: Wednesday, May 18, 2011 11:57 AM 
To: Crescente, Angela 
Cc: Rieth, Tom 
Subject: Type III and Type IV asbestos removal 

Angela, Tom called. He said that they can do type 111 and type IV asbestos removal. They can remove asbestos if the 
intent is not abatement. They can remove only if the intent is for maintenance ... like the gasket replacement. Also, the 
size of the asbestos containing material is minimal. The size is what can go into a "glove-bag". This is a bag they can 
use, while wearing special gloves, to remove a small quantity of asbestos. 

Tom, correct me if needed. 

Thanks, 

Pat 
502-627-3811 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Tracking: 

Hi KJ and Paul, 

Crescente, Angela 
Wednesday, May 25, 20111:11 PM 
Love, K J; Puckett, Paul 
MC Landfill Expansion - 112767 

Recipient 

Love, K J 

Puckett, Paul 

Read 

Read: 5/25/20113:08 PM 

Read: 5/25/20111:19 PM 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

14.2 acres x $13,000 = $184,600. 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 

1 
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From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angelai Love, K Ji Pence, Marki Rose, Brucei Van Winkle, Doni Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 6.1 acres 
In 2009: 2.9 acres 
In 2010: 5.2 acres 

14.2 acres 

Areas currently active: 
At/Near top 10 acres 
At/Near top 8 acres 
NE slope at levee 3 acres 
Cell at former Drive In 15 acres 

36 acres 

closed/retired prior to 2007. 

Acres 
142 
15 

157 

157 
14 

143 

143 
2§. 
107 

(add) 
This will require an accounting adjustment by Angela (et al.) 

(subtract) 

(subtract) 
End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

'II!. .Y'md .Y'uc/le/t 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville. KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@lSle-ku.com 
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Crescente, Angela 

From: Love, KJ 
Sent: 
To: 

Friday, May 27, 20111:00 PM 
Crescente, Angela 

Cc: 
Subject: 

Van Winkle, Don; Buckner, Mike 
RE: MC Landfill Expansion - 112767 

Angela, 

The Plant manager is reviewing this, we will get back with you as soon as we know. 

Thanks 

From: Crescente, Angela 
Sent: Friday, May 27, 2011 12:55 PM 
To: Love, K Ji Puckett, Paul 
Subject: RE: MC Landfill Expansion - 112767 

I haven't heard anything on this yet for approval, so I just wanted to check on it. Thanks! 

From: Crescente, Angela 
Sent: Wednesday, May 25, 20111: 11 PM 
To: Love, K J i Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 
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14.2 acres x $13,000 = $184,600. 

I believe the rest of the acres (prior to 2007) were dosed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 

From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angela; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the dose of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas Closed/retired: 

In 2008: 6.1 acres 
In 2009: 2.9 acres 
In 2010: 5.2 acres 

14.2 acres 

Areas currently active: 
At/Near top 10 acres 
At/Near top 8 acres 
NE slope at levee 3 acres 
Cell at former Drive In 15 acres 

36 acres 

closed/retired prior to 2007. 

Acres 
142 
15 (add) 

157 This will require an accounting adjustment by Angela (et al.) 

157 
14 (subtract) 

143 

143 
~ (subtract) 
107 End of meeting conclusion: 107 Acres of landfill were 
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After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

'It!. .'7'atd .'7'ttcllett 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville. KY 40232 
(502) 627·4659 
(502) 217·4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@jqe-ku.com 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leenerts, Patricia 
Tuesday, May 31, 2011 9:31 AM 
Wacker, Diana; Wiseman, Sara; Riggs, Eric 
Crescente, Angela 
FW: Unitization - multiple year plugging project.docx 

I have attached a revision incorporating some of the changes which I have received. If you could, please review and get 
back to me before you are too bogged down with your closing activities. Thanks for your help. 

Unitization - multiple 
year pi .. , 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Wednesday, May 18, 2011 9: 10 AM 
To: Wacker, Diana; Crescente, Angela; Wiseman, Sara; Riggs, Eric 
Subject: Unitization - multiple year plugging project.docx 

Here is my first stab at the procedure we discussed. I wasn't sure what to name the procedure. Also, I had a note to 
point out when a JE may be required ... I think that it was if the well was never plugged. If that was the case then we would 
have already unitized the related dollars on the first project. Also, I think that once the decision to plug a well is made that 
it will, eventually, get plugged. 

Please review, comment and return to me next week. I will combine and rewrite as necessary, then submit to you as a 
(hopefully) final draft. Then I can get it over to Usa and Janice. 

Unitization - multiple 
year pi .. , 
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PROCEDURE FOR PERMANENT PLUGGING AND RETIREMENT (ARO RETIREMENT) OF GAS WElLS 

Background 

Each year a new Gas Underground Storage (GUS) project is approved for the permanent plugging and 
retirement of gas wells (ARO retirements). The ARO retirement tasks are setup by major field location on 
each project. When the project is approved it is unknown which wells will be worked due to weather 
constraints, vendor/equipment availability, etc. Budget approval of each year's project is with the 
expectation of the ARO retirement of 10 wells. 

Ideally, wells worked for permanent plugging (ARO retirement) would be completed on the same project 
for which they were started. When delays arise, the charges associated with the ARO retirement of a 
specific well may be accumulated over multiple projects, thus over multiple years. It is possible that a 
task, specific to a field, will accumulate charges for wells that were truly retired on the project and 
charges for other wells that are continued onto the next year(s) well plugging project(s). Since these 
tasks are setup by major field name it is difficult to quickly identify the wells to the specific charge. 

Consideration was given on whether or not these projects should be on the blanket list. However, the 
blanket process would not prevent the same situation of specific well retirements being spread out over 
multiple years since a new blanket or new retirement task would still be required every year. 

Procedure 

Property Accounting has decided upon the best course of action for maintaining the integrity of the 
property records, with the least amount of demands from employees. Charges for ARO retirement 
should be applied to the specific year, as the charges are currently. On occasion the charges on a task 
may not be for the entire cost of the ARO retirement. For unitization purposes, a list of wells 
permanently plugged (ARO retirements) is to be submitted to Property Accounting upon completion of 
the last well plugged on that project. This information should be automatically sent to Property 
Accounting by no later than the end of February of the following year. If an ARO retirement starts on one 
project and is completed on another project, then that well should not be included on the list until the 
full retirement is complete. 

Conclusion 

The process described above will provide Property Accounting with the information needed without 
requiring multiple correction processing via Change of Distribution (COD), Journal Entries (JEs), etc. from 
the Budget Coordinator. There will be slight timing differences that are considered inconsequential 
compared to the effort to track the charges to the specific wells. The overall integrity of the Property 
records will be intact. 

Attachment to Response to KU AG-1 Question No. 201 
Page 681 of 1014 
Charnas



Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

rw.·.·h.b~ 
~ 

Unitl2ation - multiple 
year pi,,, 

Wiseman, Sara 
Tuesday, May 31, 2011 3:29 PM 
Leenerts, Patricia; Riggs, Eric; Wacker, Diana 
Crescente, Angela 
Unitization - mUltiple year plugging project revised 05312011.docx 

I have made some changes, I've tracked the changes, if you change the view, 
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PROCEDURE FOR PERMANENT PLUGGING AND RETIREMENT (ARO RETIREMENT) OF GAS WElLS 

Background 

Each year a new Gas Underground Storage (GUS) project is approved for the permanent plugging and 
retirement of gas wells (ARO retirements). The ARO retirement tasks are setup by major field location on 
each project. For example: 

Project Task Field Well name 
126421 126421-CP PLUG WELL-CTR Center P. Janes 31 

" " " " " " " BF Pennington #4 
" " " " " " " C. Nunn #1 
" 126421-CP PLUG WELL-DRI Doe Run IN Keith #3 
" " " " " " " Ashton #3 

When the project is approved it is unknown which wells will be worked due to weather constraints, 
vendor/equipment availability, etc. Budget approval of each year's project is with the expectation of the 
ARO retirement of 10 wells. 

1d.E,!i\UYt,th,!;l,,~.~.a.:tges fo r w.!'!U~::P..!<t!)WJWI.l.HY pi ugged (A~,9:{eti rement) w.I;l.MI~::!;J.!<::.a.:@W.11 u l~t~A~@:~.I).E,!~§-'l..Q:!.(!: 
tilJ.~:tt:::\;i;::::'WiW(;h the ~WtlrR:·"Wils:;::$tahed. Ho ·:·~\iiir. dela s iiMl:::'t(f::'W~'Mh~ert<:ttlfi~tmWs':::;~'i'i:~' 

~~;Mor/eqUiP,;;t1havail~Mity, etc do ~tj~ and in.,j:~'11~ses t~e ~@rges to plug a specifi4,@ell may 

s~M two or mor~Nears'~Wis mea~~)p:;~",'ch.arges.~~fftocia~~~ v:ith th~;;t~.?.~~.~~~~~ent of a s~M!fic well 
Il1:!W!be accumulafM ovet:Wi);!:!t:!.eW!:~t9j(;;ds Since ~A~ew prdl~~~ IS ope~:~f:W~~WMW' \:M 

ILJ I'MI I It'is'possible that a task (which is set up bY-field' name) will acctimulat'e"charges for wells that were truly 
retired on the project and charges for other wells that are continued onto the next year(s) well plugging 
project(s). For wells where the work begins and is completed in the same year, there is no issue for 
Property Accounting-the correct locations are chosen and the retirement dollars are applied. Property 
Accounting encounters issues for wells where the plugging spans more than one year. They are: 

1. If the well is retired in the first year that retirement charges are incurred, what should be done 
with the retirement charges in subsequent years? This is a problem as there is no asset left to 
retire in subsequent years, thus nothing to associate the subsequent retirement charges with. 

2. If the well is retired in the year in which the work was complete (Year 2 or Year3) what should be 
done with the retirement charges on the Year 1 project? A journal entry to move the Year 1 
charges on the Year 1 project to the Year 2 project would be a possible solution. But this solution 
was discovered to be a time-consuming, manual process which was not embraced by Energy 
Delivery Budgeting due to budget issues. 

Procedure 

Property Accounting has decided upon the best course of action for maintaining the integrity of the 
property records while considering the needs of Energy Delivery Budgeting and minimizing manual work. 
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1. Charges for ARO retirement should continue to be applied to the project for the specific year, as 
is the practice currently. 

2. Wells will be retired in the year in which the physical work to accomplish the well plugging is 
concluded. Retirement charges accumulated on each year's project will be allocated the wells 
physically retired in that year. 

3. A list of wells permanently plugged (ARO retirements) is to be submitted to Property Accounting 
by XXXXXXXXXX upon completion of the last well plugged on that project. This information 
should be automatically sent to Property Accounting by no later than the end of each February 
for the preceding year. If an ARO retirement starts on one project and is completed on another 
project, then that well should not be included on the list until the full retirement is complete. 

Conclusion 

The process described above will provide Property Accounting with the information needed without 
requiring correction processing via Change of Distribution (COD), Journal Entries (JEs), etc. from the 
Budget Coordinator. There will be slight timing differences in matching the physical retirement with the 
actual retirement cost that are to be acceptable under group depreCiation accounting. The overall 
integrity of the Property records will be intact. 
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Crescente, Angela 

From: 
Sent: 
To: 
Cc: 
Subject: 

Wacker, Diana 
Tuesday, May 31, 2011 3:45 PM 
Wiseman, Sara; Leenerts, Patricia; Riggs, Eric 
Crescente, Angela 
RE: Unitization - multiple year plugging project revised 05312011.docx 

I agree with all of Sara's changes. Diana 

From: Wiseman, Sara 
Sent: Tuesday, May 31, 2011 3:29 PM 
To: Leenerts, Patricia; Riggs, Eric; Wacker, Diana 
Cc: Crescente, Angela 
Subject: Unitization - multiple year plugging project revised 05312011.docx 

« File: Unitization - multiple year plugging project revised 05312011.docx» 

I have made some changes. I've tracked the changes, if you change the view. 

1 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Mike is fine with this. 

Rosie Heath, Senior Secretary 
LG&E ~ Mill Creek Station 
~ 502-933-6976 
Cell 502-338-6998 
fjM 'Elm /1,"0«<11 

Heath, Rosie on behalf of Kirkland, Mike 
Wednesday, June 01, 201110:02 AM 
Love, K J; Crescente, Angela; Pence, Mark; Buckner, Mike; Van Winkle, Don 
RE: MC Landfill Expansion - 112767 

My e-maif address has changed/rom rosie.heath@eon-u5.comtoros!e,heath@lge-ku.com. 

From: Love, K J 
Sent: Wednesday, May 25, 2011 3:14 PM 
To: Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Pence, Mark 
Subject: FW: MC Landfill Expansion - 112767 

Angela explained this to me today, I told her I would have to consult with higher Plant management for any approval. 
Please advise. 

Thanks 

From: Crescente, Angela 
Sent: Wednesday, May 25, 20111:11 PM 
To: Love, K J; Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
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In 2008: 
In 2009: 
In 2010: 

14.2 acres x $13,000 = $184,600. 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 

From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
To: Crescente, Angelaj Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 6.1 acres 
In 2009: 
In 2010: 

Areas currently active: 
At/Near top 
At/Near top 
NE slope at levee 

2.9 acres 
5.2 acres 
14.2 acres 

10 acres 
8 acres 
3 acres 

Acres 
142 
15 (add) 

157 This will require an accounting adjustment by Angela (et al.) 

157 

J1 (subtract) 
143 

2 

Attachment to Response to KU AG-1 Question No. 201 
Page 687 of 1014 
Charnas



Cell at former Drive In 15 acres 
36 acres 

closed/retired prior to 2007. 

(subtract) 
End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

'l1J. .9'mt/ .9'udlett 
Engineer - Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 3201 0 
Louisville, KY 40232 
(502) 627-4659 
(502) 217-4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@Jqe-ku.com 
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Crescente, Angela 

From: Pence, Mark 
Sent: Wednesday, June 01, 201110:14 AM 
To: 
Subject: 

Crescente, Angela; Love, K J; Buckner, Mike; Van Winkle, Don; Puckett, Paul 
RE: MC Landfill Expansion - 112767 

Per my understanding, as it was explained to me, I am OK with this. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 Pager: 346-4754 

From: Crescente, Angela 
Sent: Wednesday, June 01, 201110:13 AM 
To: Love, K J; Pence, Mark; Buckner, Mike; Van Winkle, Don; Puckett, Paul 
Subject: RE: MC Landfill Expansion - 112767 

Would you all mind sending me an email back if you are OK with this as well so that I can put this in the folder for 
documentation purposes so we will know what happened in case we have to look back at it 10 years from now? 

Thanks, 
Angela 

From: Heath, Rosie On Behalf Of Kirkland, Mike 
Sent: Wednesday, June 01, 2011 10:02 AM 
To: Love, K J; Crescente, Angela; Pence, Mark; Buckner, Mike; Van Winkle, Don 
Subject: RE: MC Landfill Expansion - 112767 

Mike is fine with this. 

Rosie Heath, Senior Secretary 
LG&E - Mill Creek Station 

Ili1 502-933·6976 
Cell 502-338·6998 
tjod&(".,l~1 

My e-mail addresshaschangedfromrosle.heath@eon-u5.comtorosle.heath@lge-ku.com. 

From: Love, K J 
Sent: Wednesday, May 25, 2011 3: 14 PM 
To: Van Winkle, Don; Buckner, Mike; Kirkland, Mike; Pence, Mark 
Subject: FW: MC Landfill Expansion - 112767 

Angela explained this to me today, I told her I would have to consult with higher Plant management for any approval. 
Please advise. 

Thanks 
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From: Crescente, Angela 
Sent: Wednesday, May 25, 2011 1: 11 PM 
To: Love, K J; Puckett, Paul 
Subject: MC Landfill Expansion - 112767 

Hi KJ and Paul, 

We were about to put some of the expansion dollars on the books for 112767 and in analyzing the AlP, I noticed that 
there was no expected Cost of Removal listed as expected charges on the AlP. Only some language that stated that 
there was going to be some final closeout of the vertical expansion including cover soil. Based on the AlP information, 
the majority of the charges seemed like they should go against 107001 (construction) instead of 108799 (retirement). 
Since we have had our meeting, I think we all have a better understanding of which account charges should occur in the 
future, so it is just a matter of straightening the current charges this time. 

All of the charges are capital (whether it be 108799 or 107001) and I propose moving some of the 108799 charges to 
107001 in order to correct the spending by account for the project to date. I have calculated approximately what the 
108799 amounts should have been using the most current closure calculation that was used in the revaluation. The 
escalated cost for 142 acres is expected to be $1,818,426.67, which turns out to approximately $13K an acre. According 
to our discussion in our meeting, and the confirmation email sent below, the following acres were closed from 2008-
2010: 

Areas closed/retired: 
In 2008: 
In 2009: 
In 2010: 

6.1 acres 
2.9 acres 
5.2 acres 
14.2 acres 

14.2 acres x $13,000 = $184,600. 

I believe the rest of the acres (prior to 2007) were closed under project number AROMC0241 which were correctly 
charged to 108799 since that project was intended to only retire acreage and not expand. 

This $184,600 amount for 108799 sounds more reasonable to me as the main intent for project number 112767 was to 
do the horizontal expansion which would be related to account 107001 instead. 

Please confirm if you are in agreement so that I can proceed with a journal entry to correct this issue. 

Thanks, 
Angela 

From: Puckett, Paul 
Sent: Thursday, March 31, 2011 4:34 PM 
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To: Crescente, Angela; Love, K J; Pence, Mark; Rose, Bruce; Van Winkle, Don; Wacker, Diana 
Cc: Winkler, Michael 
Subject: Mill Creek Landfill ARO Discussion 

To all, 
Earlier today, we met at the Mill Creek site to discuss Accounting Retirement Obligations related to the landfill at the 
Mill Creek Station. After overview discussions and some back and forth to establish perspective, the discussions of 
substance were centered on determining the total landfill acreage, the active portions of the total acreage, and the 
retired portions of the landfill and the time periods (2003 and after) in which the retirements occurred. At the close of 
our discussions, the following information was understood by me to be the most important. 

Currently ARO Area 
Active Area in excess of current ARO 
Adjusted ARO Area 
Areas closed/retired: 

In 2008: 6.1 acres 
In 2009: 2.9 acres 
In 2010: 5.2 acres 

14.2 acres 

Areas currently active: 
At/Near top 10 acres 
At/Near top 8 acres 
NE slope at levee 3 acres 
Cell at former Drive In 15 acres 

36 acres 

closed/retired prior to 2007. 

Acres 
142 
15 

157 

157 

-.li 
143 

143 
-..l§ 
107 

(add) 
This will require an accounting adjustment by Angela (et al.) 

(subtract) 

(subtract) 
End of meeting conclusion: 107 Acres of landfill were 

After getting back to the office and researching this a bit more, it appears that there was a slight error in the course of 
our discussions. We inadvertently referenced Landfill Site B (within the railroad loop) as being approximately 75-85 
acres and Landfill Site A as being approximately 50 acres. The acreages should have been reversed; that is to say Landfill 
Site A is the larger site and Landfill Site B (within the railroad loop) is the smaller site. 

Feel free to contact me if you want to discuss this further or if you have any questions. 

'ltI.!l'md!l'ttdlelt 
Engineer ~ Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Electric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville. KY 40232 
(502) 627·4659 
(502) 217-4836 (facsimile) 
(502) 648·7842 (mobile) 

Please note the recent change in e-mail address:paul.puckett@Jqe-ku.com 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Monday, December 26,201112:57 PM 
Crescente, Angela 

Subject: 
Attachments: 

FW: Trimble County ARO 
RE: Trimble County ARO 

From: Jacki Hall [mailto:jhall@impa.com] 
Sent: Wednesday, December 21, 2011 5: 18 PM 
To: Wiseman, Sara 
Subject: Trimble County ARO 

Hi Sara, 

In preparation of our year-end closing, is there any new or updated ARO information relating to the units at Trimble 
County as of December 31, 20117 I have attached what you sent earlier this year as of December 31,2010. 

Thanks for your help! 

Jacki 

JacqueCine 'R. :J-{a{{ 
Senior Accountant 
Indiana :Municipa{ Tower Agency 
11610 North Co{{ege A'Venue 
Carmer, IN 46032 
T: 317-575-3875 
:J': 317-575-3372 
T: fha{{@imva.com 

./ ... 
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Location 

TC1 

TC1 

TCCTs 

TC1 

TC1 

TC1 

Total 

Asset Retirement Obligation 

Summary of Details 

Description Legal Requirement 

Resource Conservation and Recovery 
TC-Ash Pond Act, Clean Waler Act 

Clean Water Act, Resource 
TC-Chemical Storage Conservation and Recovery Act 

TC-Coal Storage Clean Water Act 

Resource Conservation and Recovery 
TC-Environmental Ponds Act, Clean Water Act 

The Cabinet for Human Resources -
KRS 211.844, regulation 902 KAR 

TC-Nuclear Sources Chapter 100 

TC-Sewage Treatment Plant Clean Water Act 

Estimated 
Settlement Date Estimated Cost 

12/1/2036 14,339,500 

1211/2036 23,798 

1211/2036 573,500 

12/1/2036 723,000 

12/1/2036 32,620 

12/1/2036 26,155 

$ 15,718,573 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Jump, Angela 
Friday, June 24, 2011 3:59 PM 
Imber, Philip 
Jones, Greg 
RE: Cane Run 

The total cost went down to $5,059,290.95 

rjJ 
CaneRun.xlsx 

From: Imber, Philip 
Sent: Friday, June 24, 2011 3:09 PM 
To: Jump, Angela 
Cc: Jones, Greg 
Subject: FW: Cane Run 

Angela, 

Are the tunnel and piping lengths the full distance from the Screen House to the plant and the Plant to the Discharge 
Point? If so, I don't expect we'd fill these completely rather cut and plug them at the flood wall (plant). 

From: Jump, Angela 
Sent: Friday, June 24, 2011 10:10 AM 
To: Imber, Philip 
Subject: Cane Run 

Philip, 

For a grand total I got $9,609,647.39 

Circulating water pipes- $4,674,302 
Coal Reclaim tunnel- $773,922 
U4 Tank & Recycle Pit- $1,447,314 
Thickener Tunnel: $267,693 
Return Tunnel: $2,404,029 
Service Water Pipes: $44,383 

I was using $300/ cubic yard 

If any of these numbers seem off, please let me know and I'll go over my calculations. 

« File: CaneRun.xlsx» 
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-Angela 
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6A 

6B 

SA 

SB 

4A 

49 

3A 
3B 

2A 
2B 

1A 

19 

14.72917 
14.72917 

48" 

60~OD 

21.5 92.41666667 7 
29.66666667 

14.72916667 20.875 84.07292 3,026042 
33.73958333 

54" 

60" 

7.229167 2.375 2.375 

54" 54" 

O. 770833333 ,'.=~::;=,::2Z.43~Gfl.S.~3~: 5.479166667 50,25 11.25 7.533333 15 11.25 7583333 

210.2708333 ~:[~:~~2~ff0i;~~H~~~~0iS~J~f-f¥$c6S7S]ff!;~.f%~§:>ti1illg3a33*tifD'l[{ill\t57'JE~a'3§'RTfri2Sifi~~4~9S"Sl 
48" 

557.4531 
563,3698 

54" 

7 

542.9427 

550.1927 

518.2396 
522.849 

506.2344 
519.099 

516.125 
514.6302 
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Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 

6A&8 17.01041667 60 1335.995001 

6A 
68 

68 

5A&8 

5A 
58 

4A&8 

4A 
48 

13.11458333 48 659.2108585 

Length (ft) 

7.020833333 

22.75 

Total 

Diameter (in) 

20 
20 

o 

Total 

36 
60 

Volume (ft3) 

198.5093858 
1786.780822 

3980.496067 ftA 3 

60 1570.796327 
60 
54 

1570.796327 

o 

3141.592654 ft A 3 

Entrance Length (ft) 
16.16666667 

18.375 

Entrance Diameter (in) Entrance Volume (ftA3) 

Length (ft) 

22.75 

Total 

Diameter (in) 

20 
20 

Total 

48 812.6252997 
36 519.5408851 
54 1447.292466 

2779.45865 ftA 3 

Volume (ft3) 

54 1272.345025 
54 1272.345025 

2544.690049 ftA 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 

Length (ft) 

15.5 
23.97916667 

22.75 

Total 

Diameter (in) 

20 
20 

48 779.1149781 
36 677.9949646 
54 1447.292466 

2904.402408 ftA 3 

Volume (ft3) 

54 1272.345025 
54 1272.345025 

U6 Total 3141.592654 ftA 3 

U5 Total 2544.690049 ftA 3 

Length (ft) 

579.6615 
533.3802 
75.94792 

Length (ft) 
542.9427 
550.1927 

Length (ft) 
518.2396 

522.849 
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Total 2544.690049 ft A 3 U4 Total 2544.690049 ft A 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 
3A&B 15.5 42 596.5099051 

23.97916667 36 677 .9949646 
22.75 48 1143.539726 

Total 2418.044596 ftA 3 

Length (ft) Diameter (in) Volume (ft3) Length (ft) 
3A 20 48 1005.309649 506.2344 
3B 20 48 1005.309649 519.099 

Total 2010.619298 ftA 3 U3 Total 2010.619298 ftA 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 
2A&B 15.5 42 596.5099051 

29.375 36 830.5585578 
22.75 48 1143.539726 

Total 2570.608189 ftA 3 

Length (ft) Diameter (in) Volume (ft3) Length (ft) 
2A 20 48 1005.309649 516.125 
2B 20 48 1005.309649 514.6302 

Total 2010.619298 ftA 3 U2 Total 2010.619298 ftA 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 
1A&B 14.66666667 48 737.227076 

18.35416667 42 706.3511107 
27.25 54 1733.570096 

Total 3177.148283 ftA 3 

Length (ft) Diameter (in) Volume (ft3) Length (ft) 
1A 20 54 1272.345025 557.4531 
1B 20 54 1272.345025 563.3698 
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Reclaim Hopper Tunnel 

Reclaim Hopper 
Height (ft) 
Width (ft) 
Length (tt) 

Total 

Tunnel 
Height (tt) 
Width (ft) 
Length (ft) 

Total 

Junction House 
Height (tt) 
Width (ft) 
Length (ft) 

Total 

Grand Total 

Grand Total 

Cost 

32 

37 
35 

41440 ft"3 

8 

12 
221 

21216 ft"3 

21.5 
16.83333333 
19.33333333 

6997.055556 tt" 3 

69653.05556 ft"3 

2579.742798 yd"3 

$ 773,922.84 
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Total 2544.690049 ftA 3 U1 Total 

Grand Total 

2544.690049 ftA 3 

14796.9014 ftA 3 
548.0333851 ydA 3 

Cost $ 164,410.02 
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Reaction Tank 

Height (ft) 
Width (ft) 
Length (ft) 

Total 

Recycle Pit 
Height (ft) 
Width (ft) 
Length (ft) 

Total 

Grand Total 

Cost 

24.25 
25.375 

24.16666667 

14870.80729 ftA 3 

24.91666667 
91.25 
50.75 

115387.526 ftA3 

130258.3333 ftA3 

4824.382716 ydA3 

$ 1,447,314.81 
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Thickener Tunnels 

U5 
height (ft) 26.04167 
length (ft) 6.020833 
width (ft) 66.91667 

Total 10492.03 ftA3 

U6 
height (ft) 7.520833 
length (ft) 7.5 
width (ft) 83.5 

Total 4709.922 ftA3 

U4 
height (ft) 8 

length (ft) 10 
width (ft) 52.5 

Total 4200 ftA3 

26.04167 
19 

15.75 

7792.969 ftA3 

7.520833 

13.5 
13.5 

1370.672 ftA3 

8 
3.5 

12.33333 

345.3333 ftA3 

Grand Total 

Cost 

18285.00253 ftA3 

6080.59375 ftA3 

4545.333333 ftA3 

28910.92962 ft A3 

1070.775171 ydA3 

$ 267,693.79 
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Unit 5 

height (ftl 9 16 

width (ftl 12 12 

length(ftl 605.3333 203.75 

total 65376 ftA 3 39120 ftA 3 

Unit 3&4 

height (ftl 10 
width (ftl 8 
length(ftl 699.1667 

total 55933.33 ftA 3 

U1&2 
Can't Read Drawing 

Grand Total 

Cost 

216362.6667 ftA 3 
8013.432099 yd A 3 

$ 2,404,029.63 

104496 ftA 3 
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Service Water Piping 

U1 
d (in) 
I (ft) 

Volume 

U6 

d (in) 
I (ft) 

Volume 

14 
20 

85.52113 ft A 3 
3.167449 yd A 3 

10 
20 

439.8958 

43.63323 ftA 3 

10 
20 

424.2813 

493.25 

43.63323 ftA 3 87.2664626 ftA3 
3.23209121 yd A 3 

Cost $ 1,919.86 
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Total Cost $ 5,059,290.95 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Jump, Angela 
Friday, June 24, 2011 3:59 PM 
Imber, Philip 
Jones, Greg 
RE: Cane Run 

The total cost went down to $5,059,290.95 

~ift 811ll 

CaneRun.xlsx 

From: Imber, Philip 
Sent: Friday, June 24, 2011 3:09 PM 
To: Jump, Angela 
Cc: Jones, Greg 
Subject: FW: Cane Run 

Angela, 

Are the tunnel and piping lengths the full distance from the Screen House to the plant and the Plant to the Discharge 
Point? If so, I don't expect we'd fill these completely rather cut and plug them at the flood wall (plant). 

From: Jump, Angela 
Sent: Friday, June 24, 201110:10 AM 
To: Imber, Philip 
Subject: Cane Run 

Philip, 

For a grand total I got $9,609,647.39 

Circulating water pipes- $4,674,302 
Coal Reclaim tunnel- $773,922 
U4 Tank & Recycle Pit- $1,447,314 
Thickener Tunnel: $267,693 
Return Tunnel: $2,404,029 
Service Water Pipes: $44,383 

I was using $300/ cubic yard 

If any of these numbers seem off, please let me know and I'll go over my calculations. 

« File: CaneRun.xlsx» 
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-Angela 

2 

Attachment to Response to KU AG-1 Question No. 201 
Page 707 of 1014 
Charnas



6A 

68 

5A 
56 

4A 

48 

3A 

3S 

2A 

2B 

1A 

1B 

14,72917 

14.72917 

48" 

60"00 
21.5 92.41666667 7 

14.72916667 

29.66666667 

20.875 84.07292 3.026042 
33.73958333 

54" 

60" 
7.229167 2.375 2.375 48 

- ::'2:2:140:625":::-:--" 'j"Gii39062!f' "23':84895833 542.9427 

54" 54" 550.1927 

j=. ~_29(i34Sis8S: 518.2396 
522.849 

0,770833333 ,~~':;~'~"X~·~.~~S:~~3~ 5.479166667 50.25 11.25 7.583333 15 11.25 7.583333 

210.2708333 ~'-VE1\i;rriW0r~?t#$X&'l215~:!0}))Srs,,;s:a'75'it?;-;:;~~;;j~-aG;: ~f6;,a3gSS8~i' ~;I~OSS3~!~~mSsJ 
48" 

557.4531 

563.3698 

7 

506.2344 
519.099 

516.125 
514.6302 
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Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 

6A&B 17.01041667 60 1335.995001 

6A 
6B 

6B 

5A&B 

5A 

5B 

4A&B 

4A 

4B 

13.11458333 48 659.2108585 

Length (ft) 

7.020833333 

22.75 

Total 

Diameter (in) 

20 
20 

o 

Total 

36 

60 

Volume (ft3) 

60 

60 
54 

198.5093858 
1786.780822 

3980.496067 ftA 3 

1570.796327 

1570.796327 

o 

3141.592654 ftA 3 

Entrance Length (ft) 
16.16666667 

18.375 

Entrance Diameter (in) Entrance Volume (ftA 3) 

Length (ft) 

22.75 

Total 

Diameter (in) 

20 

20 

Total 

48 812.6252997 

36 519.5408851 
54 1447.292466 

2779.45865 ftA 3 

Volume (ft3) 

54 1272.345025 
54 1272.345025 

2544.690049 ftA 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 

Length (ft) 

15.5 
23.97916667 

22.75 

20 

20 

Total 

Diameter (in) 

48 779.1149781 

36 677.9949646 
54 1447.292466 

2904.402408 ftA 3 

Volume (ft3) 
54 1272.345025 

54 1272.345025 

U6 Total 3141.592654 ftA 3 

U5 Total 2544.690049 ftA 3 

Length (ft) 
579.6615 

533.3802 
75.94792 

Length (ft) 
542.9427 
550.1927 

Length (ft) 
518.2396 

522.849 
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Total 2544.690049 ftA 3 U4 Total 2544.690049 ft A 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 
3A&B 15.5 42 596.5099051 

23.97916667 36 677.9949646 
22.75 48 1143.539726 

Total 2418.044596 ftA 3 

Length (ft) Diameter (in) Volume (ft3) Length (ft) 
3A 20 48 1005.309649 506.2344 
3B 20 48 1005.309649 519.099 

Total 2010.619298 ft A 3 U3 Total 2010.619298 ftA 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA3) 

2A&B 15.5 42 596.5099051 
29.375 36 830.5585578 

22.75 48 1143.539726 

Total 2570.608189 ftA 3 

Length (ft) Diameter (in) Volume (ft3) Length (ft) 
2A 20 48 1005.309649 516.125 
2B 20 48 1005.309649 514.6302 

Total 2010.619298 ft A 3 U2 Total 2010.619298 ft A 3 

Entrance Length (ft) Entrance Diameter (in) Entrance Volume (ftA 3) 
lA&B 14.66666667 48 737.227076 

18.35416667 42 706.3511107 
27.25 54 1733.570096 

Total 3177.148283 ftA 3 

Length (ft) Diameter (in) Volume (ft3) Length (ft) 
lA 20 54 1272.345025 557.4531 
lB 20 54 1272.345025 563.3698 
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Total 2544.690049 ftA 3 U1 Total 

Grand Total 

2544.690049 ftA 3 

14796.9014 ftA 3 
548.0333851 ydA 3 

Cost $ 164,410.02 
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Reclaim Hopper Tunnel 

Reclaim Hopper 

Height (ftl 

Width (ftl 

Length (ftl 

Total 

Tunnel 

Height (ftl 

Width (ftl 

Length (ftl 

Total 

Junction House 

Height (ftl 

Width (ftl 

Length (ftl 

Total 

Grand Total 

Grand Total 

Cost 

32 

37 

35 

8 
12 

221 

21.5 

16.83333333 

19.33333333 

6997.055556 ftA 3 

69653.05556 ftA3 

2579.742798 ydA3 

$ 773,922.84 
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Reaction Tank 

Height (ftl 
Width (ftl 
Length (ttl 

Total 

Recycle Pit 
Height (ftl 
Width (ftl 
Length (ttl 

Total 

Grand Total 

Cost 

24.25 
25.375 

24.16666667 

14870.80729 ftA 3 

24.91666667 
91.25 
50.75 

115387.526 ftA 3 

130258.3333 ftA 3 
4824.382716 yd A 3 

$ 1,447,314.81 
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Thickener Tunnels 

U5 
height (ftl 26.04167 

length (ftl 6.020833 
width (ftl 66.91667 

Total 10492.03 ftA3 

U6 

height (ftl 7.520833 

length (ftl 7.5 

width (ftl 83.5 

Total 4709.922 ftA3 

U4 

height (ftl 8 

length (ftl 10 

width (ftl 52.5 

Total 4200 ftA3 

26.04167 
19 

15.75 

7792.969 ftA3 

7.520833 
13.5 
13.5 

1370.672 ftA3 

8 
3.5 

12.33333 

345.3333 ftA3 

Grand Total 

Cost 

18285.00253 ftA3 

6080.59375 ftA3 

4545.333333 ftA3 

28910.92962 ft A3 

1070.775171 ydA3 

$ 267,693.79 
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Unit 5 

height (ft) 9 16 
width (ft) 12 12 
length(ft) 605.3333 203.75 

total 65376 ftl\3 39120 ftl\3 

Unit 3&4 

height (ft) 10 
width (ft) 8 
length(ft) 699.1667 

total 55933.33 ftl\3 

Ul&2 
Can't Read Drawing 

Grand Total 

Cost 

216362.6667 ftl\3 
8013.432099 ydl\3 

$ 2,404,029.63 

104496 ftl\ 3 
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Service Water Piping 

U1 
d (in) 

I (ft) 

Volume 

U6 

d (in) 

I (ft) 

Volume 

14 
20 

85.52113 ftl\3 
3.167449 ydl\3 

10 

20 
439.8958 

43.63323 ftl\3 

10 
20 

424.2813 

493.25 

43.63323 ftl\3 87.2664626 ftl\3 
3.23209121 ydl\3 

Cost $ 1,919.86 
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Total Cost $ 5,059,290.95 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 
Cc: 

Friday, December 16, 2011 9:58 AM 
Beumel, Michelle; Didelot, Joe 
Wiseman, Sara 

Subject: RE: ARO information for Ghent FreonlCFC Equipment 

Michelle, 

It currently looks like we will not have to set up Freon as an ARO because of the dollar amount and I already knew from 
previous em ails that MC had a smaller amount than GH. Therefore, we will use Joe's SOOlb estimate for now. If this 
changes in the future, I may need to come back to you for a more detailed estimate. For now, please don't worry about 
doing any additional work on it. 

Thanks to you and Joe for your help, 
Angela 

From: Didelot, Joe 
Sent: Thursday, December 15, 2011 9:03 AM 
To: Crescente, Angela 
Cc: Beumel, Michelle 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela, 

I don't have a very precise estimate, but you can use 500# as an estimate. (Dave Smith's estimate of $18/lb for 
disposal). Michelle Beumel is looking into getting more precise detailed listing. 

Joe 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 5:54 PM 
To: Didelot, Joe; Smith, Timothy (Trimble) 
Cc: Wiseman, Sara 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Joe and Tim, 

Please see Dave's original email below. He gave me an estimate of $18 per Ib of refrigerant, but I did not see anyone 
respond with an estimate of how many pounds were at Trimble or Mill Creek. He just knew they were less. Who should 
I contact that would be able to tell me this information or give me a dollar estimate for these two plants? 

Thanks, 
Angela 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 718 of 1014 
Charnas



From: Smith, Dave 
Sent: Wednesday, December 07,201111:44 AM 
To: Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, 
Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various equipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means - I 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 

4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 10:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC EqUipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

2 
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From: Crescente, Angela 
Sent: Wednesday, December 07,2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December i". If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent FreonjCFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regUlation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
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Mill Creek has a Jot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in Jess $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@Jge-ku.com 
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Clark, Ed 

From: Didelot, Joe 
Sent: 
To: 

Thursday, December 15, 2011 9:03 AM 
Crescente, Angela 

Cc: Beumel, Michelle 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela, 

I don't have a very precise estimate, but you can use 500# as an estimate. (Dave Smith's estimate of $18/lb for 
disposal). Michelle Beumel is looking into getting more precise detailed listing. 

Joe 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 5:54 PM 
To: Didelot, Joe; Smith, Timothy (Trimble) 
Cc: Wiseman, Sara 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Joe and Tim, 

Please see Dave's original email below. He gave me an estimate of $18 per Ib of refrigerant, but I did not see anyone 
respond with an estimate of how many pounds were at Trimble or Mill Creek. He just knew they were less. Who should 
I contact that would be able to tell me this information or give me a dollar estimate for these two plants? 

Thanks, 
Angela 

From: Smith, Dave 
Sent: Wednesday, December 07, 2011 11:44 AM 
To: Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, 
Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various equipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means-I 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 
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4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 10:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07,2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December 7th

• If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
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Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $ 18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Smith, Dave 
Sent: 
To: 
Cc: 

Thursday, December 15, 2011 7:41 AM 
Sumner, Brian; Crescente, Angela 
Wiseman, Sara 

Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Brian, Angela: 

Attached is the inventory list I had; Brown is one of the tabs. FYI, I got the list from Tammy (email dated 11/4/08). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

l{< ~j 
Hili! 

MastereFC 
Site_Equipment ... 

From: Sumner, Brian 
Sent: Wednesday, December 14, 2011 5:00 PM 
To: Crescente, Angela 
Cc: Wiseman, Sara; Smith, Dave 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

The two transformers containing Freon are at Brown. Given the size of the transformers, I doubt that it is accounted for 
in the 300 Ibs. I will need to look at the list that EA has for Brown and assess the amount of Freon in the two 
transformers. With regards to Dix, there is only one small water source heat pump. Again I will need to review ENs list. 
Hopefully can wrap up by Friday. -Brian 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 4:55 PM 
To: Sumner, Brian 
Cc: Wiseman, Sara; Smith, Dave 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Brian, 

Please see Dave's email below. I got confused and stated that Ghent had 2 transformers with Freon, but looking back I 
think it must have been Brown. Is this correct? If so, does the Ghent estimate we have below (in the first email 
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approximately 300 Ibs) sound like it includes those. Also, Dave said I should double check with you to see if the Dix Dam 
data is included in the number for Brown as well. Please advise. 

Thanks, 
Angela 

From: Smith, Dave 
Sent: Wednesday, December 07,201111:44 AM 
To: Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, 
Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various equipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means - I 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 

4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, December 07,2011 10:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
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cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December 7'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 3D, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 3D, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 
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EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

4 
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Ghent Unit 1 & 2 CFC Inventory List 

Unit Equipment Freon CKT1 CKT2 Make Model # 

1 chiller 1-1a R-22 77lbs 771bs carrier 30hr120-d600 

1 chiller 1-2a R-22 77 Ibs 77lbs carrier 30hr120-e620 

1 Oil room R-22 58.50z friedrich sl36130130a 

1 SCR BLDG. R-22 540z bard wa242-a05 

1&2 CEMS BLDG. north R-22 690z bard 36WA6-A10N 

1&2 CENS BLDG south R-22 690z bard 36WA6-A10N 

1 MICRO BLDG. R-22 380z GE az52h15dadm1 

1 DCSROOM R-22 X york e3fb090a46a 

1 1-1 VFD 1A1 R-22 1970z bard wa721 

1 1-1 VFD 1A2 R-22 1970z bard wa721 

1 1-2 VFD 1B1 R-22 1970z bard wa721 

1 1-2VFD 1B2 R-22 1970z bard wa721 

1 FGD SYS. #1 5W101S R-22 481bs trane scwd0204 

1 fGD SYS. # 3 5VE301A R-22 X trane tta180b400ba 

1 FGD SYS. #4 5VE401SA R-22 1081bs trane swcd0804 

1 FGD SYS. #4 5VE401SB R-22 128 Ibs trane swcd0804 

1 FGD SYS. #5 5V1501SA R-22 75 Ibs trane scwd0384 

1 FGD SYS.#5 5V1501SB R-22 75 Ibs trane scwd0384 

1 FGD SYS. #8 5VE801SM R-22 721bs trane scwd0354 

1 FGD SYS. #8 5VE801SAB R-22 72 Ibs trane scwd0354 

1 FGD SYS. #11 5VE302S R-22 5.4 Ibs carrier 50AH024321 

1 LIMESTONE MCC BLDG. R-22 1440z bard WH481-A05 

2 BATTERY ROOM R-22 1400z bard wa602 

2 PRECIP TR ROOM 2-1 EAST R-22 1150z laoodman ckl-3 

2 PRECIP TR ROOM 2-1 WEST R-22 9.21bs carrier 24ab5360 

2 PRECIP TR ROOM 2-2 EAST R-22 1150z Igoodman ckl-41 

2 PRECIP TR ROOM 2-2 WEST R-22 1150z laoodman ckl-6sl 

1 ASH BOOSTER 1-3 R-22 200z mclean m52-0816-032 

2 ASH BOOSTER 2-3 R-22 200z mclean m52-0816-032 

1 SAMPLE CHILLER R-22 121bs dunham-bush wc8a-Q 

2 SAMPLE CHILLER R-22 8.51bs edwards cc3 

CY TRACTOR GARAGE R-22 X carrier 38aqs008-601 

CY MAINT. OFFICE R-22 6.381bs carrier 38vcc036630 

CY OPS. OFFICE R-22 320z whirlpool 

CY BARGE CAB R-22 300z whirlpool 

CY STACKER CAB R-22 220z friqidaire 

NOTE: X Denotes No Information 
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Ghent Unit 3 & 4 CFC Inventory List 
Unit Equipment Freon CKT 1 CKT2 Make Model # SIN # 
3-1 Sample Chiller R-22 131bs Dunham-Bush WC8A 6067901A95L 
3-2 Sample Chiller R-22 161bs Dunham-Bush PLW0085 800500056 
4-1 Sample Chiller R-22 91bs Drake PWC90S2-T4-HA D03B0065 
4-2 Sample Chiller R-22 161bs Dunham-Bush PCW-008S 70562901A82K 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-35 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-28 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-33 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-31 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-29 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-30 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-34 
3-1 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V LL-04-32 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-38 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-36 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-41 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-39 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-37 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-34 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-40 
3-2 Station Chiller R-22 121bs 121bs Multistack MS30C2H2W-V JJ-10-35 

Ash Booster DCS R-22 200z McLean M52-0816-032 08019050-2 
1-3 VFD Booster R-22 200z McLean M52-0816-032 97026472-2 
2-3 VFD Booster R-22 200z McLean M52-0816-032 97026474-2 
3-3 VFD Booster R-22 200z McLean M52-0816-032 97026475-2 
4-3 VFD Booster R-22 200z McLean M52-0816-032 97026471-2 

138 Building R-22 4.251bs Bryant 2904E43423 561 CJX030000AEM 
DCS Reclaim R-22 1440z Bard WH481-A05 137P930822398-02 

4 SCR R-22 540z Bard WA242-A05 140B031790559-02 
4 SCRDCS ROOM R-22 230z GE AZ25E15D3BM1 AF-656381 

3/4 CEMSWEST R-22 680z Bard WA361-A10 125H940848814-02 
3/4 CEMS EAST R-22 680z Bard WA361-A10 125H940848819-02 
3 CEMS R-22 590z Bard WA192-A05 139JOO1493091-02 
3 FGD#3V02C R-22 7.11bs Trane TSC-072A4 640100561L 
3 FGD#3V03C R-22 7.11bs Trane TSC-072A4 640100639L 
3 FGD#3V01C R-22 471bs 471bs Trane SEHF-C504 C06J09045 
4 CEMS R-22 660z Bard WA372-A05 225F072340847-02 
4 FGD#4VC03C R-22 7.91bs 4.01bs Trane TCS-102A4 7181033771 
4 FGD#4VC02C R-22 7.91bs 4.01bs Trane TCS-102A4 718102949L 
4 FGD#4VC01C R-22 471bs 471bs Trane SEHF-F504LA C07C0283 
0 #OVC01C R-22 781bs 791bs Trane SEHF-F604NA C06M11856 
0 #OVC02C R-22 6.21bs 3.4lbs Trane TSC092A4RGAOHW6 713100256L 
0 #OVC03C R-22 6.2lbs 3.4lbs Trane TSC092A4RGAOHW6 713100336L 

Workout Rm R-22 8.4lbs Trane 2TWB0048A1000AB 4502YDM4F 
En~ineering R-22 500z Lennox HP17-953V6Y 5193K01458 

Main Warehouse R-22 8.21bs Trane WSC072H4RKAOJJ5 607100285L 
TraininQ Buildin~ R-22 X Bryant X Y9E08086 
Guard Gate #4 R-22 6.81bs Trane 2WCC3024A 1 OOOM 6383KOY9H 

Ash Filtration CO2 R-404 X Witt PWS020L44H 244302G97 
Cardox Unit R-12 X Cardox FD18256-5 L2987S 

Ammonia Farm R-22 7.91bs Carrier 50TFF006-A-611 BA 4002G50052 
Guard Gate #2 R-22 8.01bs Bryant 548FE060000M 0701G24734 

NOTE: "X" Denotes no information. 
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Site: Midway Service Center 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

112 
13 
14 
15 
16 
17 
18 
19 
20 

CFC unit Description/Location 

Unit 1 
Unit 2 
Unit 3 
Unit4 
Unit 5 
Unit 6 

Type of refrigerent 

R22 
R22 
R22 
R22 
R22 
R22 

Size of Unit (Ibs, full charg,,) 

80 oz. 
60 az. 
60 oz. 
48 oz. 
43 oz. 
59 oz. 

Certified Contractor (YIN) 

Y 
Y 
Y 
Y 
Y 
Y 
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Trimble County Station Units> 50 Ibs as of 12110/09 

Lbbation£'1. (!lJnitOesifjil'latibh. ·1·;Make··I?.!';;···· Wir:lllllb.del#.'::P': 3y·;j};··,;l!h';;······ '::'5erial#. ' .. ' .. :' ·.·.·:I.Rgfigera:rlfl.Remger,antcnafjje:I·; ........ ·· ••• ·.·.lJateil]~SetVice: ·;t·ff;;', •• " I 
A Chiller 1 Carrier '30GXN249-A-640KA . 3402F751 07 .134' 544i 11/01/2003 

1 B Chiller ! Carrier; 30GXN249-A-640KA 5002F94380 '134A 544 (11/01/2003 
C2 Chiller i !York YCAM24/46C !YMVM-521353 'R-22 203.01/01/1988 

;C1 Chiller 'YorkYCAM34/460 ,YMVM-521354 R-22 203101/01/1988 
5DRS 
ROOF TraneSEHFF304HAOOA5 C07D03705 R-22 57' 06/2712007 
Cooling 
Tower 
Unit B IYork BQ240E18A4BAA2B NOC7583552 iR-22 50.508/01/2007 
Cooling 
Tower 
Unit A lYork BQ240E18A4BAA2B iNOC7583553 R-22 50.5108/01/2007 
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Site: Lexington Operations Center (Stone Road) 

CFC unit Description/Location Type of refrigerent Size of Unit (Ibs, full charge) Certified Contractor (YIN) 

1 South office complex additon #1 R22 20lbs Y 
2 South office complex additon #2 R22 91bs Y 
3 South office complex additon #3 R22 131bs Y 
4 South office complex additon #4 R22 10lbs Y 
5 Original Bldg-Main Unit Circuit #1 R22 25.7 Ibs Y 
6 Original Bldg-Main Unit Circuit #2 R22 12.51bs Y 
7 Original Bldg-Carrier Unit R22 121bs Y 
8 Original Bldg-Trane Unit R22 91bs Y 
9 Service Dock Office R22 27 oz. Y 
10 Construction Dock Office R22 32.8 oz. Y 
11 Storeroom Office R22 30.7 oz. Y 

112 Serco Office R22 32 oz. Y 
13 Mapping Office South Unit R22 34 oz. Y 
14 Mapping Office North Unit R22 34 oz. Y 
15 Telecom Bldg R22 95 oz. Y 
16 
17 
18 
19 
20 
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EW Brown Station 

Type of Size of Unit 
(lb. full 

2-' lCS . ROOM HVAC R22 16 LBS 90Z 
2-: lCS EOUlPMEm ROOM HVAC R22 9 LBS 80Z 
OF R SUPV 6FFi ,HVAC UNIT 1 R22 39.50Z 
OPER SUPV I' HVAC UNIT 2 R22 270Z 
iTATION i ('AC R22 790Z 
3HIFT SUPER C rlC;to HVAC IT R22 1060Z 
J-3 LUNCH ROOM HVAC::;yo :1VI1 R22 7.9 LBS 

Certfled 
• (YIN) 

U-3LUNCHROOMHVACSYSTE~MI~2 ____ -+ __ R~22 __ +-~7~.6i~L_B~S __ +-______ ~ 
1~~"1C;~:E~';;~LR~~OM HVAC SYSTEM 

Ig~~~~~~';;~LR~~OM HVAC ''''' I ~IVI 
U-3 CCiMPlJTERROOM HVAC ,>y" I oM 1 
U-3 COMPUTER ROOM HVAC 12 
~TlON SHC 'HVAC' 
IINSrcHIEF/LEP D u, rlC;t" HVAC 

: HVAC 11 
LANNING· : HVAC 12 

'MACHINE SHOP NAC 
. MAl NT L AI),S ( 'NAC 

~ CT DEPT : HVAC UNT 1 
CT DEPT : HVAC UN T 2 

ELECT SHOP HV, 
~TSH PHVAC M 

U-1-2 CONTROL lOM HVAC 0 '" 110M 

U-1 : ROOM HVAC 
MAIN . HVAC 
CEMSHVAC 
'RAINI 3 BUll[IlNG IVAC i 1 
RAINIG IVAC 12 
'RAINI 3 BUILC'iNG IVAC 13 

~~~_v" '-''''v",,~ HVAC "'" I ~IVI v 

ITR:'''T''o "'o"c LUNCH ROOM HVAC UNIT 
ITRACTOR~ ,HVAC UNIT 
IMAIN .EHOUSEHVAC UNITS 1 
IMAIN HVAC UNITS 2 

;Y . ROOM HVAC 
CY SUPV OFFICE HVAC UNIT 

: HOUSE . ROOM 
I HVAC 

R22 

R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 
R22 

R·410A 
R-407C 

R22 
R22 
R22 
R22 

R22 

R22 
R22 
R22 
R22 
R22 
R22 

R22 

55 LBS 

55 LBS 
1180Z 
1180Z 

2810Z 
1950Z 

.1§..OZ 
250Z 
1270Z 

26.5 LBSX 4 
690Z 

7.9 LBS 
7.9 LBS 
6.8 LBS 

5.0 LBS 

2.91 LBS 
730Z 

6.8 LBS 
12.2 LBS 
610Z 
280Z 

is a substitute 
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1 
2 
3 
4 

Substation Department Site Refrigerent -745 N. Limestone, Lexington KY 

CFC Unit - DescriptionlLocation 

Downstairs Unit - Substation Office Building 
Upstairs Unit - Substation Office Building 
Window AC - PowerHouse Office 
Window AC - Relay Office 

Type of Refrigerant Size of Unit -(Ibs, full charge) 

R-22 
R-22 
R-22 
R-22 

7 
10 
2.6 
3 

Certified Contractor (YIN) 

N 
N 
N 
N 
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Units at LG&E Magnolia Compressor Station that use Refrigerant 

Building Room Unit Type Refrigerant Charge 

David & Keith WindowAC R-22 38.5 Oz. 
Aux. Bldg. Jon. & Jerry WindowAC R-22 28.2 Oz. 

Electrical Room WindowAC R-22 21.75 Oz. 
Water Ft. R-134a 3.5 Oz. 

AC HCFC-22 17.51bs 
Office Bldg. Water Ft. R-134a 4.8 Oz. 

Refrigerator R-134a 4 Oz. 

I Field Crew Trailer I AC R-22 73.5 Oz. 

John Crane None 

Lab AC R-22 73.5 Oz. 

Garage Ice Machine R-502 56 Oz. 
Shop Refrigerator R-134a 4.25 Oz. 

Water Ft. R-12 3.4 Oz. 
Locker Room AC HCFC-22 4lbs. 2 Oz. 

Mini Frige R-134a 2.5 Oz. 
Control Room Water Ft. R-134a 4.8 Oz. 

AC HCFC-22 7lbs. 2 Oz. 
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Site: TYRONE POWER STATION 

CFC unit Description/Location 

1 Lower Office Building! Outside South end of Locker room 
2 Upper Office Building/ Outside South end of Locker room 
3 Unit #1 Control Room / West end of control room 
4 Unit #2 Control Room I West end of control room 
5 Unit #3 Control Room / North end of control room outside 
6 Workout room / Mounted on top of room 
7 Coal Yard office / Mounted in north wall Coal Yard Office 
8 Coal Yard Truck Sampler Window unit 
9 Precipitator Control Room / Outside on roof of Unit #3 
10 Lower Locker Room / Mounted on East side of building on porch #3 unit 
11 Water sample room I Window unit basement floor north of #4 mil! 
12 1 &2 units Assistance Board / Mounted on South wall of room 
13 Lab portable unit / Top fioor of Office Building 
14 CEMS Shelter/East End of Shelter 
15 CEMS ShelteriWest End of Shelter 

Type of 
refrigerent 

R-22 
R-22 
R-22 
R-22 
R-22 
R-22 
R-22 

R-22 
R-22 
R-22 
R-22 
R-22 
R-22 
R-22 

Size of Unit 
(Ibs, full charge) 

22 
22 

3.75 
3.75 
12 
5 

3.44 
3.44 

5 
5 

3.44 
3.75 
1.1 

4.25 
4.25 

Certified 
Contractor (Y/N) 

Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
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Site: Carrollton Storeroom 

CFC unit Description/Location Type of refrigerent Size of Unit (Ibs, full charge) Certified Contractor (YIN) 

Wall AC unit R-22 33oz. Y 
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Simpsonville Control center 

CFC unit Description/Location 

1 140 ton chiller 
2 140 ton chiller 
3 140 ton chiller 

Type of refrigerent 

R-134A 
R-134A 
R-134A 

Size of Unit (Ibs, full charge) 

135 
135 
135 

Certified Contractor (YIN) 

Y (Carrier) 
Y (Carrier) 
Y (Carrier) 

C:\Users\e004 77 4\AppData\Local\Microsoft\ Windows\ Temporary Internet Files\Content. Outlook\N 1 T33732\Master CFC Site_Equipment List (2) .xlsx 
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Mill Creek Station 

1 
2 
3 
4 
5 

6 
7 
8 
9 

CFC unit Description/Location 

A Chiller on 7th floor roof 
B Chiller on 7th floor roof 
C Chiller on 7th floor roof 
HVAC on top of menslwomens restroom 
Various room AC units 
"Large" HVAC unit at the gate 4 guard house, 

training bId, 
AnnexHVAC 
HVAC for annex lab 

Type of refrigerent 

R-134A 
R-134A 
R-134A 

R-22 
R-22 

R-22 
R-22 
R-22 
R-22 

A, B,C chillers are a combination of comfort cooling and equipment cooling (therefore essentially comfort cooling). 

Size of Unit (Ibs, full charge) 

>50 
>50 
>50 
28 
<50 

<50 
<50 
<50 
28 

Certified Contractor (YIN) 

y 
y 
y 
y 
y 

y 
y 
y 
y 
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Notes: 

Cane Run Station 
HVAC Units 50# or more 

1218/09 update: Larry Wilson is the person responsible for CFC compliance. Greg Walker is the Evans Mechanical contracted employee on site; he is a certified CFC person. 
CR uses the Shardein mechanical service form which states if the leak triggered any thresholds. CR keeps all service records. 
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System Lab CFC Equipment Inventory 

Site: System Laboratory 8815 Hwy 42 Ghent, KY 41045 Edgar Raker. Supervisor 

CFC unit Description/Location Type of refrigerent Size of Unit (Ibs, full charge) Certified Contractor (V /N) 

1 Comfort Cooling Zone 1 R-22 10.5 V 
2 Comfort Cooling Zone 2 R-22 6,0 V 
3 Comfort Cooling Zone 3 R-22 14.5 V 
4 Comfort Cooling Zone 4 R-22 4,63 V 
5 Comfort Cooling Zone 5 R-22 10,5 V 
6 Comfort Cooling Zone 6 R-22 14,7 V 
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Site: Kentucky Utilities General Office 

CFC unit Description/Location 

1 120 ton condensing unit! Roof 
2 120 ton condensing uniV Roof 
3 120 ton condensing uniV Roof 
4 Telecom AC unit off loading dock 
5 UPS AC unit on roof. 
6 Computer room AC secondary unit. 
7 Computer room AC primary unit. 

One Quality Street Lexington 

Type of refrigerent 

R-22 
R-22 
R-22 
R-22 
R-22 
R-22 
R-22 

Size of Unit (Ibs, full charge) 

240 
240 
240 
18 
20 
48 
32 

Certified Contractor (YIN) 

Y 
Y 
Y 
Y 
Y 
Y 
Y 
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Site: ODP Substation Dept. 2337 Shawnee Ave. Big Stone Gap, VA 24219 

CFC unit Description/Location Type of refrigerent Size of Unit (Ibs, full charge) Certified Contractor (Y/N) 

1 Central Heat pump unit I upstairs R-22 8lbs, 1 oz. Y 
2 window AC unit I front office R-22 3Ibs" 1 ,330z, N 
3 window AC unit I center office R-22 1lb" 8,50z. N 
4 window AC unit I back office R-22 130z, N 
5 window AC unit I break room R-22 2Ibs" 11.50z, N 
6 refrigerator I break room R-134A 4,50z, N 
7 ice machine I shop R12 3,5Ibs, N 
8 
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Green River Station HVAC List: As of 12121/09 

Item# Unit Description Unit Size{Tons) line Set Distance Refrigerant Capacity Ref. Type 

1 Men's Locker Room # 1 4 32' 6" 61bs 90z R-22 
, 

2 Men's Locker Room #2 4 32' 6" 71bs 40z R-22 

3 Lunch Room 5 42' 6" 11lbs 40z R-22 

4 General Office 10 41' 241bs R-22 

5 Chemistry Lab 2.5 50' 6" 51bs40z R-22 

6 Lady's Locker Room 3 39' 71bs 120z R-22 

7 Electric Shop 5 57' 11lbs 70z R-22 

8 Control Room 20 41' 6" 421bs R-22 

9 Instrument Shop 5 34' 6" 11lbs 50z R-22 

10 Server Room 4 58' 10lbs 70z R-22 

11 Net 90 Room 3.5 102' 101bs R-22 

12 Water Analysis Chiller 10 2 circuits 161bs 80z R-22 

13 #5 Boiler Precipitator 7.5 1 circuit 10lbs 100z R-22 

14 CEMS Shelter 2 Bard units 1 circuit each 41bs 50z each R-22 

15 UN Building 2 20' 31bs 110z R-22 

16 Coal Handling Locker rm 3 43' 61bs 10z R-22 

17 Training Building #1 1.5 1 circuit 51bs R-22 

18 Training Building #2 2 30' 6" 31bs 110z R-22 

19 Scrubber Room 3 18' 41bs 150z R-22 

_ 20 Water Analysis Shack 3 20' 41bs 150z R-22 -_ .. 
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Clark, Ed 

From: Freibert, Diana 
Sent: 
To: 
Cc: 

Friday, December 09, 2011 3:23 PM 
Wiseman, Sara; Crescente, Angela 
McFarland, Beth 

Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 

KU: $321,194.21 
LGE: $4849.03 
TOTAL: $326.043.24 

It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

~ 
LGE PCB above 

4S0 and unte,te ... 

From: McFarland, Beth 

[jJKj 
ampling-TDUOOS· 

rev 2 ... 

Sent: Tuesday, December 06, 2011 10:30 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 

We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanksl 
Beth 

From: Wiseman, Sara 
Sent: Tuesday, December 06, 201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

1 
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Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 
ends. 

Thanks, 

ScwwW~ 

M~, Property ACCOUYtt"'~ 
<9~502.627.3189 
celb 502.338.0886 

2 
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Asset Retirement Obligations-PCB Disposal-LGE Line Transformers 

~VNER lGE AND ATEYWIUFAOURED , D 1 1925 nd Dec 31 1980 AND STATUS 0 U AND : Bet\\'een Jan , , , , "- oe 

10/0 of the weight (typical IV wt of known LGE transformers 
cost to dispose of # of untested Tot.llbs of 1% oftested transformers are over 450 ppm plus the wt of US Ecology 

LGE units untested units, Ibs over 450 ppm), Ibs 10/0 of the untested units (Ibs) costllb units over 450 ppm 

211 126,632 1266.32 11545.32 $0.42 $4,849.03 

---.w.:-~'~&iiJREOsrATIJS I iiT~;;;UN;;s 
LGE units known to be >450 

I Row OWN ASSErNO KVA HOUNTIN DATE ,WEIGHT PPM STAlUS 
R lUMBER ER ,c:;JYPE HMUF.ACIU INlBS 

• I .. '" ....... ' ... ' .• sueTS ......•. .. I -.' RED < '. . .... .. ' ..... 
. ' I . 

I 

i~~: i1;~;:~ 1~;i:: ~:1 LGE B974 50 POLE 3/25/1975 638 462 ONLINE 
lr-lcGtaW'Edlson io 

;:;',; 
LGE MPC334 25 POLE 9/15/1969 435 480 ONLINE 

I 31 'GE IMP2612 ;;d~~ Iw",,,,hou'" 10 - .. ,,-- -'-.", ~~; LGE RSB444 25 POLE 8/23/1954 486 479 ONLINE 
41 'GE i'·'PG037 I ~~il~ _IGe"",,' "ectrlc 10_ LGE MN4483 50 POLE 8/5/1970 670 472 ONLINE --co,,-

~f. SI"GE IMP6682I IMcGraw E~~son l~ LGE MPB644 25 POLE 5/29/1969 435 470 ONLINE 
6!LGE IMPG714 I ~::i:: IGeiie,,;fEIeeUk 10 ; ,--~;-- I,.:~ I LGE MPB908 15 POLE 7/29/1969 306 488 ONLINE 
ilLGE I"P6825 I IAl"'o.""",,, 10 " ,-._ 1 ." LGE MPC65 15 POLE 8/11/1969 306 456 ONLINE 
SI'GE I"P7111 I ·;;::1:: IGeoe~' Electric 10 I .--- :;: LGE MW241 750 PAD 2/26/1974 7003 474 ONLINE 
9/lGE 1'·'P7422 I I Geoe~' EIeeUk 10 I 

lOILGE J,.'PB89~ J l~.:i~ !W~~_ng~se !~ 1 
1-: I 

~~ lil'GE 1"'PC388 I Iwestinghouse 10 I n, I:::: i 
li!LGE 1" p0323 i '5.oiM jKUhlman iO I ", .. , 

c .•• _ I ~~ el'GE 1"'PE10] 1 :~::I:: !AIliS Chalm.~~ iO I ~J~" --.'. I 'fotallbs: 10279 

141'GE !"IPE51' I iK,h""," . 10 i -- I ::: !SjLGE 1"'E903 I :!'~i~i IGeoe~' EIeeUk 10 I I 
16!LGE I ',WFl061 I HI(Port" 10 I I i:: , vl'GE IOSe94o [ f:::i~ \r-1cGraW Edison 10 I I 

I ls1U3E IRsol!O I I NeGraw EdTson !O I I ~: 19iLGE IRSH513 I 5o;i~e ·IK,hI""," 16 I I 
I 20iLGE IRSJ645 I 500lPole IG""~I Electrlclo I I ~;~ I 2*GE IYE1374 I Bl3.oIPoie II~ra\\, Edi~ !? 1 --: I 

22ILGE IYEB7 L so_oIPo .. IGe""'" EIeeUk 10 
-- I I *: 2iiLGE IYEB9 i SO.OIPole iGe",,~i E.ectric .10 I 

ce-
I 

24lLGE ii.mDll I 25.01Poie IGener..LEIedi1c 10 I -.' -
I 435' 

"i 'GE IMrlg28 I 37;?lPo!e IIV""",hou"; 10 i -: I !:: 25\lGE 1'·"13" i 5O·~Ip<>le I Ge~1 Electrlc 10 I I 
"I'GE 1',"'24OS I 25.ojPol,e IRTE 10 I -": I ;!~I "I'GE I "CP37751 . l~.~!PoIe _ 1!4cGtaw Edl,~ 10 I !---::::: I 
29i'GE I "CP35621 ".OIPoie IGeoe~1 EiecUk 10 I "_.'" I 

~;I 
30jlGE 1,·,eM"'1 2~lPo!e lMCGraW Edison lo I 0':";;_, :~."c', I '43, 
"i'GE I"Pl723 I 37.0IPoe l\vesti~hOuse 10 

I" c' I :~ "i'GE I"P5573 I 37,:ojPole IH K Porter 10 1-'-- . I 
331LG~ 1'.'P5035 I 2~.0IPo!e Iwes,ti_nghouse 10 -"-,- •• ,. I ~l: 341 ' GE I"PG205 I 37.oJPoe J~lis Chalmer~ 10 I .,'" --= -=1 
"jlGE I"P6430 I 2~olPoie I\'~esti~house 10 I I ~ 
351'GE I"P7580 I 3i.OIPoie . !Kuhlman 10 I I 

•.... 1 0, , 
! . "ILGE i,wil249 I '37:6!PoIe [General Electric 10 

i :'.::';;",; 
, 

i i: I "i'GE I"PD55 i 15:0iPo!e IRTE. 10 I ~'; .. o ino I 39ju3E I"PES52 I ".01 Pole I ~'!~w Edison 10 I I. .Uoe I 5]; 

I 4°iLGE I"PF577 I 2",lpole IRTE . iO I f,: 41i'GE 1'·'PF712 1 37.0jPole IGeoe~lEiecUk 10 I 10/22/197' i~~n.1 421'GE IR5E825 I 2S.0jPolO IIVeS""".house 16 i .~ 431";E IRS'979 I 25~IPQ' lIVes"",,"""'" 10 I I 
441 'GE IRSF840 I 25~O!Po'.e IWestinghouse 10 I ,,-I 3~~ 4SiLoE lyml1 I sOoolPoie \General E~trlc I? I 
461'GE 1""C274 1 75.oIPo1e _ iH ,,-Port., 10 I- I ~i: 471LGE 1""4l5 I so.O/Po.'e I"''''''''hou", 10 I 1 
4SI'GE 1""3705 I 5O.0Ip"" \AJiiS-Chalmers \0 J 0 i ~:: 491'GE IM"i493 I So---:-61PQl€ j':'cG-raw Edison 10- I I 
SOI'GE I"CPl975I 25',OJpo1e I r·lcGraw Edison 10 I i ;;;1 
511'GE I"'CP13711 1s.0lpole jr.l,cGraw Edison t? 1 1 

521lG'- I "PI64 I 15.oIPoe I'·'c&a.w Ed'son 10 I -- c.:::: I ~I 531'GE 1'·'P5981 I lS.0lpoie iGe""~1 ElectriC 10 i _c-- 1 
-54I'G' I"'P7264 I "·'IPoie iAllls Chalmers 10 I , 1 :;;1 5Si'GE 1'·WC368 I ".01"" I'""'''''house 10 I I 
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Asset Retirement Obligations-PCB Disposal-LGE Line Transformers 

561"G' iMPC829I 25.01 Pole I """""I ,lectrlc 10 I l1!06/1969tOo~Une I ~3sl 
5*G' IMPC906 I 15OlPote IKUhl,man 10 I 11l14/El~91on-Une I 306 
58]lGE 1':""939\ 1O.0IPde _ I~S~l"!,~s 10 I ~l/28/1969jon:lJ""l 246

1 
591"G' IMP0443 I 25.0jPote 1"""''''' ,lectrlc 10 1 05/061197°100-U"" I 435 

601"GE 1",D,ll I 25.0!Pole !"uhhiiio 10 I ·OS/OS/197°lon=-Une ! 435 

511"GE 1"PD8i9 I 37·QlPole iKuhlimo" 10 I 07/0i119iOlon'u"" I -5771 
621"0E I'"P'906 I 25.01po!e \""oecal '"''''' 10 I 03/23/1971!On-Une j 435\ 
631"G' I MPF57 I 25~OIPo!e IWe;,ogoou.e 10 I 06/16/197llon-u"" I 4351 

641LG' iMPlS92 J 37.~Pot~ I""oe""-'-lectric 10 L 04~7/~?61~~-Un: I 5281 
651LG' IRSFI7 I 25.oIPoie !Westinghouse 10 I O9iOI/I961\onu"" I 4861 

66iLG' IRSF470 I 25"1"'" IH"K Porter 10 I 1~16/~%21~n-u~ I 4861 
671lG' iRSF644 I 15~olPo1e IWeStin91louse 10 I 06/IO/1963Ion-Uoo 1 3591 

681"G' iRSJ824 1 75.oIPole Ir,1<:Gri3w Edison 10 1 05/17/1967100-Uoo I 9701 

691"G' IR5KI29 1 ~.OIPt)le IHK~er - 10 1 _11114)196?ton:~ne I _ 6so1 
lOI"G' iYEiolo I l~tO~le I~neral ElectrIC JO I OSi18/196'lon:,:,oo I 107°1 
ill"G' IYE12l0 1 sao.olPote I""oe~ ,;;<trlc 10 I 06I21/1967100-Uoo I 3070 

'*OE IYMI64 I 75.°IPole !General' El&trlc \0 I 02/16!1959Ionuoo I 1060j 
iJ!LG' 1'''''E323 I 25.0jPOle. l~ves_tiiig~_Se 10 I 08/04/1..01°0,"00 I 435 

"I"G' 1"N9234 I 25.0JPo.'e !Westinghouse \0 \ 08/25/1976\on-Uoo I 4351 
751LGE IMN838 I SOOIPote IGe~rol Eledrk \0 1 07/28/1966\00:Uoo I 6551 
761'", 1':"1345 I. ."',,'lPoie _ I~_K_~~ 10 I 08/24/196'1<"':U"" j _ 6161 
771"G' \,.m2190 I 25.0IPote [Aills Chalmers 10 I 1O/04/1967jon-Uoo I 435\ 
781"GE 1"'U658 ,I 370[P,,", \\'JeitlnghOOse 10 f 04)24/1%716o.u"" I 575\ 

'*G' ['.'P627' \ 37,olPote [Ge~erol E~ \0 - f 03118/1966lon:u"" \ 5751 
SOI"G' jMP7i74 I 25.oi Pote lAms Chalmers to 1 09/13/1966100-uoo 1 435\ - - --
811"G' JMP7152_1 2S~?IPd~_ lAlMholffier.; 10 I 09/13/1966lon u"" \ 435\ 
82JLGE \'IP77-'-9 \ 25.ojPo!e If-lcGraw Edison 10 L 12/22/1966\an:u""_1 435\ 
83\lGE jMPC136 \ 25.0!PoIe IKuht;;lan-- ---10--- \ OS/22/1969/On-Une I 

--
435\ 

"'\"GE \MPC348 \ 25,olPole' [WestinghOUse \0 r 097i5/1%9~on-Une I 435\ 
851'G' iMPCs28 I ~5.0IPole \KuhlITian 10 I 09/~5/1g691on--=iJne J 435\ 
861"G' I"PD281 I 2S:0jPole \AlUs "",'mer.; \0 I 03/17/1970lon-Uoo I 4351 

871"G' IN'F346 I _~5·?IPoie jGeoe<OI ElectrlclO 1 07/19/1971\00-U"" I 306\ 

\ 88ILG' I"-PG"- I ~S.Ol~~ ~es!..ng~se ..10 I 02/."/19."lon.:,U"" I _~351 

I 
59liGE IRSC848 I 37,olPote If-l~Grow Edison \0 I 02/07/1956\00-Uoo I 624! 

gol"GE IRS'891 I ~5.01~~e IH K-POrter- \0 \ - 11/02/19601°0.8"" I 486\ 
91i"G' IRSF622 I 15~01Pole 1~~_estiDg~Se 10 \05/3ill963Ionu"" I 359

1 I 92\"G' IRSF997 I 15.01pole j\'1esb'nghouse 10 I 02/03/1964\00-UOO I 359 

I 9*G' \RSJ822 I 7!i.o\Po!e l.'>\cGr:aI'lEdi~ 10 \ 05/17/1967Ion-uoo I 9701 
\ "I"GE IYElOO9 \ lOO:O\""e IGenecoi '1e<biC [0 I ~~/l~l96~lo~_~_ne t 10701 

I "'liG' \YE1102 I lOO.olPote I General Electrlc 10 I 09/06/196610n-Une I ~?Ol 
%I"G' !YEilS2 I 167·°1""" )McGriVI EdiSon \0 \ i2,ici6i1%"6!on:Une 1 1535 

I 97\'G' IYE12121 5060\p"e I oeoe,a' ,i&trlc 10 I 06/21/19671°0.0"" I 3670\ 
98\LG' 1"11061 \ 75,.olpole \""""", Electric \0 \ 09/24/1971\on-uoo \ 8801 
991lGE !Yf-1784 I 7_~.0IPl)!e Ji\ll!S Chalmers \0 \ OW13/19661°0-Uoo I 1020\ 

HlolLGE IMN513 I 5O:01""e I~K~er_ 10 I 12/2.'!1%-'lon:l'oo[ ~161 
!OijlG' 1,.m'l1 I so.Olpole IH K Porter 10 I 12/23/1965Ion-uool 6161 
102flGE 1<4"i946 I 5O.0iP~e IKuhlmao 10 I 07/27/I%71°":uoo I 6761 
103jfGE \1-I('P11951 15.01~e p:lcGraw E~iSOn !e I i2tl~119s:4lon-une J 3291 
104I'G' 1'·'CPI087\ 15.0!p~e IWe;,,;goouSe 10 I 12/07/1953100-Uoo \ 329} 
105jlGE I"CPI0601 10.0Ieo'e Ir;lcGrowEdison !O I 02/13/1953\00-Uoo I 292 

1061"0' _I"'P140,- I 10.01 Pole l\'ie;"-oghou'" \0 I 12/.'.2/1960loo.:""" I 24'1 
1000iG' IMP5717 I 5.01Pote I General Electric 10 I 08/lo/I965100-Uoo I 156

1 l08IlGE 1"1'6161 I ~~:ol~ole Iwe;iiOgi>OOse [0 I 12/14/1%5\00:UOO I -613 

1091lG~ _ i,·,P0295 I lS.Oi.poIe If~lc?aw ~~,ison 10 I_ 03/21/19661°0'"oo \ 3061 
1101lGE 11-IPC639 I 15.01Pole iGenera1 Electric 10 I 10/09/1969Ion-Uoe I 3061 
1i1!lGE ['.lPD513 I is.olpole tKuhi_man 10 I - 05/08/1970ion-u"" I 4351 
1121'G" I"PD811 I _37:~lPole \Kuhlman 10 L 07/01/1-"°Ian:U"" I '-7~1 
113llGE 1"W0977 I 37.0IPote lCie";;'1 ,,«uk 10 \ 07/24/1970lon-une I 5771 
114jLGE \"PE67 I 25,6jPoie IGene",' E~ 10 I 08J03/197ojOn-une i 4351 
1~5jlGE 1'''F54 I 25.oIPoie [\'1esUnghOuse 10 I 06/16/1971100'uO<; I 43-51 
116jlGE 1"'PG622 I ?5:~lpole !Westill9house 10 \ OS/23/19721°0-uoo \ 306 
117jlG-E 1':'P1549 I 25.0jPole Iw~'tingtiOuse 10 I 03/io/1976[00-U"" I 43S\ 

11SjlGE [RSWO I E·Ol~le l~icGr~w E:~~son __ 10 I 06/30/19."\0":U,,,,- I _ 624\ 
1i9ILGE IR5C948 I 15.01Pote Ir.lcGrow Edison 10 I 02/07/19561°0-Uoo \ 3591 
120jlGE IRSFlO< I 5o.01J501e i"\>JeitlnghOU-se 10 I 05/ls/1%7\onCUOO I 725\ 
1211LGE \RSf455 I sb.ojP?je 1\'jesti~hoUSe 10 I iO/04/1962100~u"" 1 7001 

ml"G' \R5G524 \ 37.olpole Iwestl~house \0 I 08/17/1964\00-Uoo \ 6251 

8/1/2012 C:\Users\e004774\AppData\Local\Mlcrosoft\Windows\Temporar,lInternet File5\Content.Outlook\N1T33732\LGE PCB above 450 and untested tran,f.xls 

Attachment to Response to KU AG-1 Question No. 201 
Page 749 of 1014 
Charnas



Asset Retirement Obligations-PCB Disposal-LGE Line Transformers 

I 1231LGE IRSH451 I 37.01_ !Westinghouse io I 09/21/1965/00-une I 6241 

I 124!LGE IRSK122 I 37.01Pde IAins chalmers \0 I 1O/i7/1967!On-Une ,I 550

1 

I 
i~llGE_JYEll~_~ L loo.oIPo1e 1~~~Et«~ 10 l 10/31/1,..loo-LJne \- 1070 

1261"GE IYNI056 I 75.01pole 1Gener.>1 Electric 10 I 09/24/1971!On-Une ! - 8801 
127ILGE I",NOl46 I "'5.01 POle loenffaf EleCirlc I' \ 09io5i~979lon~iJne 1 43'1 

I 1~8IL~E I",N093\ _ so.O\POIe IVlestioghouse 10 I O?~~3J19X9JOn-gne I 616) 

1291"G' INNC781 I 25.01_ ICooper power Sy.:O I 07/02/1979Ian-une \ 435\ 
i30\"GE l,iN939 \ 37.01Po!e !\;/~tin~hOuse 10 \ 08I04/1966loo-Une I ml 
!311~GE i~~641 I so,alPoie _ IGe",-"'IE~IO I 05/02/1966lo",:une J 6161 
132\lGE 1"11'1515 I s.oJPo'. IH K Porter 10 I 12/23/1965Ioo-une I ~~61 
133jLGE IMP23081 lO:OjPoJe Iwesti;..ghQuse \0 I !2/07/I961!On-une 1 246 

I 
134j~GE 1~1P429- I 25.0jPote jH ~ Porter 10 I 06/11/i959/oo-UOO I 435\ 
1~51lGE I",P457 1 lS.OIPd. !H K Porter 10 I 06/15/1959joo-UOO I 3061 

I 136ILGE IMP524 I 25.oI Po!e I General-Electric iO I 07J2~/19~91On-u~ I 435

1 L 137\lGE _ IMP6'-09 1_ 2s·?I~ 1.~I_lS~I~_ 10 L 03{~/l~IOn-~~ ! 435 

I 138!LGE I,",P7200 I 25.0IPoie iGeneral ElectriC 10 1 09l19/l966JOn-une I 4351 

I 139I"GE 1'1P7871 I 37.01i'Ole If.lcGr<l"\V EdiSOn I' I 04707/1967Ioo-Une I 619
1 

I 14ol"GE I,",PC539 I 37.01i'Ole 1"/estinghouse I' I 09/25/196910<1-"ne I 577! 

14'i'GE If.lPC628 I 37.01PoIe IKu~l~n .- 10 i 10/06/1969loo-une I 5771 
I 1421"GE I,",PD343 I 37~olf'O!e 1~~-1 ~~trIc 10 I 04/oill970lancune 1 5711 

I 1431"G"- 1'"'"",42 J -,5.01,-oIe l~kGraw Edison 10 I o7107/~~_olon~Une I 4351 

144I"GE I,",PD887 I 25.01Pole I\V09-;;'- 10 I 07/13/1970jOn-Une I 4351 

I 145JLGE 1"1"505 1 ~~.o.!p~e JKuhIman I' I 12/08/1970Jon-une I 4351 
1461"GE l,",p-"31 I 37.01_ fWestinghouSe I' I O~{i6Jl~!1JOn~ne ! 577\ 

I 1471"GE JRSG3 I Is.OlPole IWesUrlghouse iO I 02/03/1964lan-une I 3591 I 

I 14'I"GE IR5ti512 I 50.01_ !Kuh!man 10 I 10/06/1965Ioo-Une I 7401 
14'I"G~ iRSJ470 I __ ~.Oj~~ -'Ku~~n _ 10 J l1fl~~~IOn·une 1 _ 7401 

150\lGE IYM782 I 75.ojPo!e INUs Chalmers \.0 I 09/13/1966JOo-une I - 10201 
15*GE I,",OC76l I 15.01POle leooiif POi-er s~o I ci7J02/1979!on-=-une I 35-~J 

lS21LGE 1"'''C2°O I- 25.0ip<k JGenerB"1 Electric I" I 10127/197'lan·One I 4351 
153!lGE l~lNi<l09! 25.01_ IRTE 10 I 06104/1968lan-uoe I 4351 

I 154\lGE I"'N14% I- :>o.ojpole tr.tCGral'l Edison 16 I Oi~19/1?6ijOn:~ne ! 6701 

i '55I"GE _IMN1495 I ~:ol~~ 1~~cG~~ Ed~~ \0 I 01,,'/1967ioo:LJne I 6701 
156I"GE IMCP39621 15,_ojpo1e_ 1"'(Graw Edison 10 I 04/22/1958IOn-une 1 3291 

I 157I"GE - I"Pll91 I Is.OIPOle Ii=! K Porter JO I 0612si'1960lOn:j}oo I 3061 

I 
1sSILGE IMP5813 I }?oIPoie Iwestl~hou~ I" I 081i9/l96slan-u<ie I . 6131 

159I"GE 1I-IP7364 I 25.01pole iKuhlman 10 I 10/06/19661°0-uoe I 4351 
160I"GE 1'lpg25 \ ,~_5.01~e I ~;icGfaW EdIson 10 I 01/27/196°I.on-Uoo J 3351 

I 16~_I~!,E INPC14l I 25.0\pole 1~~lman '0 I _~!~l96~t~-~~ I 4351 I. 

I 1621"GE 1,,,0492 I 25.01_ IKuhlman 10 I ,OS/08/1970jOn-uoo I 4351 
163jlGE 1'''Di;O I 25.01Pole lMiGra\v E~0il W 1 01112/1970{~-une I 4351 

I 164liGE I"PD708 I 25oIPo~ I <ienerai ElectriC 10 I 06/09/1970100-u"" ! 4351 

1651"GE 1'''ES18 I 2s.01Pol~ IKuhlman (0 I 12/08/1970jan-Une \ 4351 
166I"GE IMPF263 I 25.0Ipole I\~agner 10 I 0!/09/1971lon~un~ I 4351 
1671':.GE I ,.\PF6'o1 I 37-",IPd~ I~estlnghou~ 10 I lO/19/1971jan-u.,. I .5771 

I 168I"GE 11-1"68 I 37.01Pde IKuhl~n 10 I ,06/28/1971jOn-Une I 5771 

I 16'1"GE I"PHG! I {5.0IPole I"i<iihlma-n 16 I 081n:/19jlion~~ ! 3061 
170jLGE 1RSs448 I 2S.0jPote [i:1cGraw Edison 10 I 10/2s/19491on-une I 486

1 I 1711"GE IRSA513 I 37.0IPol.e !f.lcGraw Edison 10 I 03!z6/19'3IOn-une I 624 
172JlGE IRSC404 I 75.oIPde \"iolcGraw Edison 10 I _~~_8/19~5iOn-u_ne i 11091 

I 17~t,=-GE IR5F998 I _lS.0JpQ~ I~esti:~~_~ I" I 02/!!...~/1~on-~ne I - 3591 

I 1741lGE iRSH363 I 25.0jPoie iwestlnghouse 10 I 08/25/1965IOn-Une i _ --486} 
I 17SjlGE -IRSH345 I so.ol""e jWestinghoUSe I' I o8/2s/1~51on~ne 1 lO231 

I 176jlGE IRSH489 I §i,oIPoie !westlnQhouse 10 I ~t~O/19651On-~ne I 62'i 

I 177jlGE jR5J825 I 7~.0Ipo1e 1f.1cG~W Edl~n 10 I 05/17/1967100-une I 9701 

I 
178!lGE IRsJ895 I 2,.01pOie !viesti~~se 10 I 06/12/1967!an-Une I 4861 

1721~GE 1YE7~ I ~_.Ol~e !Gene!al ElectriC. [0 I O_~?/l_~~!!O~_~,:-!ne I 1275] 
180I"GE 11-1"871 I 25.0\_ 

- ,-- -

I" I 07/29/19661On-une ! 4351 IHCGraW Edison 

I 
1811lGE 1,·n<293 I -is.oIPO!e \westinghoUse 10 I omO/1~_Slon-Dne I 4351 
18~llGE 1"1N2407 I ~5.0!~ IRTE I' I 06/04/1968lan-une I 4351 
1831"GE IMNl660 I ~7.0!pole !Westinghouse 10 I 04/24/1967!On-une I .575j 

184I"GE IHN1659 I 37.01Pole IW~ti~hoi.ise 10 I 04/24/1967Ian-Une I 5751 
1 185iLGE I"N1-'94 \ 5O.0Ip~e i!o1cGr~~ EdJ~ 10 I 01L~9/1~?lon~e I 6701 

186I"GE i"''''486 I SO.OI_ Ifol<.Graw EdIson 10 I 01/19/1967IOn-une I 670

1 1~7[LGE [NPl834 I i5.oJpOi~ [H K pOrte< jO I 03/10/1%1100-Uo. I 306 
1881"GE 1"P23OO I 25."IPde I ~ _K Porter 10 I _11/14/196~lon-Une I -435\ 

1891LGE INP2412 I 15.0jPole IH K Porte< 10 I 04/30)19621°0-uo. I 306 
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190ILGE !N:SJ50_1 
191ILG' IMP8M5 I 

192JlG' 1'lPc2671 
1931LGE IMPC566 I 
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Asset Retirement Obligations-PCB Disposal-KU Line Transformers 

units per 

KU yr 
Total units disposed 
disposed.C>~ . of 

# of months of data 86 
# of units tested & disJlosed of _. 17,531 2,446 

Total Units >45 ppm PCBs: 1,398 195 
- -----

Total Units >450 ppm PCBs: 134 19 
----

Total Units >45 but <450 ppm PCBs: 1,264 
Percent >45 ppm PCBs: 8.0% 

Percent >450 p"m PCBs: 0.8% 
% Units >45 but <450 ppm PCBs: 7.21% 

... _--

.- - - -- - -
# of KU _OH trans_f~~mers per Small World 191,445 
# of KU UG transformer~ f?er Small yyorld 38,159 

Total KU transformers In 2011 per Small World ... 229,604 -----

# of KU transformers >45 but <450 ppm 
(7.21% of total # of KU transformers, assume 
total # of KU transformers in 1980 was the 
same as today because no data exists for the 
total_I1.UrnlJEl1:of KU transformers in 1980) 16,555 
# of KU transformers >450 ppm (0.8% of 
total # of KU transformers, assume total # of 
KU transformers in 1980 was the same as 
today because no data exists for the total 
number of KU transformers in 1980) 1,755 

# of KU units >450 ppm retired 1980-2011 
(assume a static rate of 19 per year based on 
the number of transformers sent for disposal 
?O04-2011) 580 .. . _-
# of KU units >450ppm remaining 1,175 
wt of remaining units >450 ppm (assume avg 
wt600Ibs)_ . 705,224 ._-

US Ecology cosVlb f()r >450 $ 0.42 
Total cost for KU >450 ppm $ 296,194.21 

Wt of 10 large KU transformers per year that 
are>45 but <450, (assume avg wt 10,000 Ibs, 
these are disposed of by Paul Puckett, they 
do not go through South Service Center to be 
drained, flushed and sold forscr?pmetal) 100,000 
US Ecology cosVlb for >45 but <450 $ 0.25 
Total cost for KU >45 but <450 ppm $ 
...... . 25,000.00 

-

# of yrs to retire KU transformers >450j)p.m 63 

--

Total cost for all remall1il1gKU tranformers 
<450 ppm $321,194.21 

8/1/2012 
C;\Users\e004774\AppData\Local\Microsoft\Windows\Temporary Internet 
Files\Content.Outlook\N1T33732\PCBSampling-TDL2005-2011 rev 2.xlsx 
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Clark, Ed 

From: McFarland, Beth 
Sent: Tuesday, December 13, 201111:04 PM 
To: 
Subject: 

Freibert, Diana; Wiseman, Sara; Crescente, Angela 
RE: Line Transformers with PCB 

Sara and Angela, 

I am assuming the two of you are satisfied with our response? 

Let us know. 

Thanks! 
Beth 

From: Freibert, Diana 
Sent: Friday, December 09, 2011 3:23 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: McFarland, Beth 
Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 

KU: $321,194.21 
LGE:$4849.03 
TOTAL: $326.043.24 

It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

« File: LGE PCB above 450 and untested transf.xls» « File: PCBSampling-TDL2005-2011 rev 2.xlsx» 

From: McFarland, Beth 
Sent: Tuesday, December 06, 201110:30 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 
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We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanks! 
Beth 

From: Wiseman, Sara 
Sent: Tuesday, December 06, 201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 
ends. 

Thanks, 

SCU'wW~ 

M~,Pv~~A~~ 
<9ffic<v 502.627.3189 
Cw 502.338.0886 
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Clark, Ed 

From: McFarland, Beth 
Sent: 
To: 
Subject: 

Wednesday, December 14,201111:13 AM 
Crescente, Angela; Freibert, Diana; Wiseman, Sara 
RE: Line Transformers with PCB 

Thanks. Let us know if you need anything else from us. 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 10:33 AM 
To: McFarland, Beth; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth, 

I left you a voicemail. I apologize, I have unexpectedly been out sick for the last two days. I am trying to get a listing of 
the KU line transformers that we still have on the books listed in service between the dates of 1930 and 1979 to help 
with the estimate. Then we can apply those transformers to Paul's percentage estimate and multiply that by the cost 
per transformer to dispose of the PCB material. Hopefully, that will help. 

Thanks, 
Angela 

From: McFarland, Beth 
Sent: Tuesday, December 13, 201111:04 PM 
To: Freibert, Diana; Wiseman, Sara; Crescente, Angela 
Subject: RE: Line Transformers with PCB 

Sara and Angela, 

I am assuming the two of you are satisfied with our response? 

Let us know. 

Thanks! 
Beth 

From: Freibert, Diana 
Sent: Friday, December 09, 2011 3:23 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: McFarland, Beth 
Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 
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KU: $321,194.21 
LGE: $4849.03 
TOTAL: $326.043.24 

It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

« File: LGE PCB above 450 and untested transf.xls» « File: PCBSampling-TDL200S-2011 rev 2.xlsx» 

From: McFarland, Beth 
Sent: Tuesday, December 06, 201110:30 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 

We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanks! 
Beth 

From: Wiseman, Sara 
Sent: Tuesday, December 06, 201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 
ends. 

Thanks, 

SCWc;l/W~ 

M~f Py'ope¥ty Account"'VYI.fr 
()~502.627.3189 
em 502.338.0886 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Tracking: 

Beth and Diana, 

Crescente, Angela 
Wednesday, December 14, 20111:36 PM 
McFarland, Beth; Freibert, Diana 
Wiseman, Sara 
RE: Line Transformers with PCB 

Recipient 

McFarland, Beth 

Freibert, Diana 

Wiseman, Sara 

Read 

Read: 12114/20111:52 PM 

Read: 12114/20111:55 PM 

According to our property records, we have approximately 88,777 line transformers for KU placed in-service between 
the years 1930-1981 remaining. I went out through 1981 to try to make sure we encompassed some 1979 
manufactured transformers into our estimate to be conservative with the assumption they may have been a couple of 
years old when we put them in-service. Please advise on whether or not this seems reasonable. 

Please apply Paul's percentages for the over 450ppm to determine the estimated amount of transformers with possible 
PCB. 

Thanks so much for all of your help! 
Angela 

From: McFarland, Beth 
Sent: Wednesday, December 14, 201111:13 AM 
To: Crescente, Angela; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Thanks. Let us know if you need anything else from us. 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 10:33 AM 
To: MCFarland, Beth; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth, 

I left you a voice mail. I apologize, I have unexpectedly been out sick for the last two days. I am trying to get a listing of 
the KU line transformers that we still have on the books listed in service between the dates of 1930 and 1979 to help 
with the estimate. Then we can apply those transformers to PaUl's percentage estimate and multiply that by the cost 
per transformer to dispose of the PCB material. Hopefully, that will help. 

Thanks, 
Angela 
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From: McFarland, Beth 
Sent: Tuesday, December 13, 2011 11:04 PM 
To: Freibert, Diana; Wiseman, Sara; Crescente, Angela 
Subject: RE: Line Transformers with PCB 

Sara and Angela, 

I am assuming the two of you are satisfied with our response? 

Let us know. 

Thanks! 
Beth 

From: Freibert, Diana 
Sent: Friday, December 09, 2011 3:23 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: McFarland, Beth 
Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 

KU: $321,194.21 
LGE: $4849.03 
TOTAL: $326.043.24 

It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

« File: LGE PCB above 450 and untested transf.xls» « File: PCBSampling-TDL2005-2011 rev 2.xlsx» 

From: McFarland, Beth 
Sent: Tuesday, December 06, 201110:30 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 
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We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanks! 
Beth 

From: Wiseman, Sara 
Sent: Tuesday, December 06,201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 
ends. 

Thanks, 

sCU"cvw~ 

M~, pvope-vty ACCOUYIt"~ 
(,)~502.627.3189 
CwS02.338.0886 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Angela, 

Puckett, Paul 
Thursday, December 15, 2011 11:44 AM 
Crescente, Angela 
Wiseman, Sara 
RE: Line Transformers with PCB 

Diana and I spoke about this approach. I am comfortable with the approach and have looked through the spreadsheet 
calculations. They seem consistent with the method we discussed. 

Bottom line is that this looks fine. 

?IJ. .'l'nld .Y'ttcllett 
Engineer· Environmental Affairs Department 
LG&E and KU Energy (Louisville Gas & Eleclric, Kentucky Utilities, and Old Dominion Power) 
220 West Main Street 
P.O. Box 32010 
Louisville, KY 40232 
(502) 627-4659 
(502) 217-4836 (facsimile) 
(502) 648-7842 (mobile) 

Please note the recent change in e-mail address:pauI.puckett@ige-ku.com 

,~~~C:~~, 
C;V 

From: Crescente, Angela 
Sent: Thursday, December 15, 2011 10:56 AM 
To: Puckett, Paul 
Cc: Wiseman, Sara 
Subject: FW: Line Transformers with PCB 

Hey Paul, 

I just wanted to run this past you to see if you are comfortable with the calculation below since I know you helped 
provide some percentage numbers. Please advise. 

Thanks, 
Angela 

From: Freibert, Diana 
Sent: Wednesday, December 14, 2011 6:13 PM 
To: Crescente, Angela; McFarland, Beth 
Cc: Wiseman, Sara; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

See attached revision based on the number of KU transformers provided below. 
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« File: PCBSampling-TDL2005-2011 rev 3, 12-14-11.xlsx» 

From: Crescente, Angela 
Sent: Wednesday, December 14, 20111:36 PM 
To: McFarland, Bethi Freibert, Diana 
Cc: Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth and Diana, 

According to our property records, we have approximately 88,777 line transformers for KU placed in-service between 
the years 1930-1981 remaining. I went out through 1981 to try to make sure we encompassed some 1979 
manufactured transformers into our estimate to be conservative with the assumption they may have been a couple of 
years old when we put them in-service. Please advise on whether or not this seems reasonable. 

Please apply Paul's percentages for the over 450ppm to determine the estimated amount of transformers with possible 
PCB. 

Thanks so much for all of your help! 
Angela 

From: McFarland, Beth 
Sent: Wednesday, December 14, 201111:13 AM 
To: Crescente, Angelai Freibert, Dianai Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Thanks. Let us know if you need anything else from us. 

From: Crescente, Angela 
Sent: Wednesday, December 14, 201110:33 AM 
To: McFarland, Bethi Freibert, Dianai Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth, 

I left you a voicemail. I apologize, I have unexpectedly been out sick for the last two days. I am trying to get a listing of 
the KU line transformers that we still have on the books listed in service between the dates of 1930 and 1979 to help 
with the estimate. Then we can apply those transformers to Paul's percentage estimate and multiply that by the cost 
per transformer to dispose of the PCB material. Hopefully, that will help. 

Thanks, 
Angela 

From: McFarland, Beth 
Sent: Tuesday, December 13, 201111:04 PM 
To: Freibert, Dianai Wiseman, Sarai Crescente, Angela 
Subject: RE: Line Transformers with PCB 
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Sara and Angela, 

I am assuming the two of you are satisfied with our response? 

Let us know. 

Thanks! 
Beth 

From: Freibert, Diana 
Sent: Friday, December 09,2011 3:23 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: McFarland, Beth 
Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 

KU: $321,194.21 
LGE: $4849.03 
TOTAL: $326.043.24 

It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

« File: LGE PCB above 450 and untested transf.xls » « File: PCBSampling-TDL2005-2011 rev 2.xlsx» 

From: McFarland, Beth 
Sent: Tuesday, December 06, 2011 10:30 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 

We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanks! 
Beth 
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From: Wiseman, Sara 
Sent: Tuesday, December 06,201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 
ends. 

Thanks, 

ScwcvW~ 

M~, Property AccouY\.t'~ 
cJf{"Cc<v 502.62 7.3189 
em 502.338.0886 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Thursday, December 15, 201110:56 AM 
Puckett, Paul 

Cc: Wiseman, Sara 
Subject: FW: Line Transformers with PCB 

Hey Paul, 

I just wanted to run this past you to see if you are comfortable with the calculation below since I know you helped 
provide some percentage numbers. Please advise. 

Thanks, 
Angela 

From: Freibert, Diana 
Sent: Wednesday, December 14, 2011 6:13 PM 
To: Crescente, Angela; McFarland, Beth 
Cc: Wiseman, Sara; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

See attached revision based on the number of KU transformers provided below. 

lii. E 

ampling-TDL2005· 
rev 3 ... 

From: Crescente, Angela 
Sent: Wednesday, December 14, 20111:36 PM 
To: McFarland, Beth; Freibert, Diana 
Cc: Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth and Diana, 

According to our property records, we have approximately 88,777 line transformers for KU placed in-service between 
the years 1930-1981 remaining. I went out through 1981 to try to make sure we encompassed some 1979 
manufactured transformers into our estimate to be conservative with the assumption they may have been a couple of 
years old when we put them in-service. Please advise on whether or not this seems reasonable. 

Please apply Paul's percentages for the over 450ppm to determine the estimated amount of transformers with possible 
PCB. 

Thanks so much for all of your help! 
Angela 

From: McFarland, Beth 
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Sent: Wednesday, December 14, 2011 11:13 AM 
To: Crescente, Angela; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Thanks. Let us know if you need anything else from us. 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 10:33 AM 
To: McFarland, Beth; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth, 

I left you a voice mail. I apologize, I have unexpectedly been out sick for the last two days. I am trying to get a listing of 
the KU line transformers that we still have on the books listed in service between the dates of 1930 and 1979 to help 
with the estimate. Then we can apply those transformers to Paul's percentage estimate and multiply that by the cost 
per transformer to dispose of the PCB material. Hopefully, that will help. 

Thanks, 
Angela 

From: McFarland, Beth 
Sent: Tuesday, December 13, 201111 :04 PM 
To: Freibert, Diana; Wiseman, Sara; Crescente, Angela 
Subject: RE: Line Transformers with PCB 

Sara and Angela, 

I am assuming the two of you are satisfied with our response? 

Let us know. 

Thanks! 
Beth 

From: Freibert, Diana 
Sent: Friday, December 09,2011 3:23 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: McFarland, Beth 
Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 

KU: $321,194.21 
LGE: $4849.03 
TOTAL: $326.043.24 
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It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

« File: LGE PCB above 450 and untested transf.xls » « File: PCBSampling-TDL2005-2011 rev 2.xlsx» 

From: McFarland, Beth 
Sent: Tuesday, December 06, 2011 10:30 AM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 

We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanks! 
Beth 

From: Wiseman, Sara 
Sent: Tuesday, December 06, 201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 

ends. 

Thanks, 

ScuwW~ 

/vf~, pvopevty ACCO!M'\.t""'~ 
c9f{i.<» 502.62 7.3189 
Cw 502.338.0886 
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KU 

# of months of data 
# of GE units tested & disposed of 
Percent of GE units >45 ppm PCBs: 

Percent of GE units >450 ppm PCBs: 

All Units Disposed of per yr >45 ppm PCBs: 

All Units Disposed of per yr >450 ppm PCBs: 

Total KU transformers 1930-1981 per Property Accounting 

# of KU transformers >450 ppm (2.6% of total # of KU 
transformers) 

# of KU units >450 ppm retired 1980-2011 (assume a static rate of 
19 per year based on the number of transformers sent for disposal 
2004-2011) 
# of KU units >450 ppm remaining 
wt of remaining units >450 ppm (assume avg wt 600 Ibs) 
US Ecology costllb for >450 
Total cost for KU >450 ppm 

Wt of 10 large KU transformers per year that are>45 but <450, 
(assume avg wt 10,000 Ibs, these are disposed of by Paul Puckett, 
they do not go through South Service Center to be drained, flushed 
and sold for scrap metal) 
US Ecology costllb for >45 but <450 
Total cost for KU >45 but <450 ppm 

Total cost for all remaining KU tranformers over 450 ppm 

Estimate based on percentages associated with GE brands which 
had the highest percentage of units over 450 ppm and are presently 
used only infrequently for distribution. (Newer non-PCB units skew 
the data) 

86 
3888 

18.2% 
2.6% 

2,446 
19 

88,777 

2,308 

589 
1,719 

1,031,521 
$ QG 

I $ 433,238.90 I 

100,000 
$ Q~ 

I $ 25,000.00 I 

I $ 458,238.90 I 
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Total disposal cost for LGE units over 450 ppm $4,849.03 

Total disposal cost for KU units over 450 ppm $458,238.90 

Total cost for all KU and LGE units over 450 ppm $463,087.94 
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Clark, Ed 

From: Freibert, Diana 
Sent: 
To: 
Cc: 

Wednesday, December 14,20116:13 PM 
Crescente, Angela; McFarland, Beth 
Wiseman, Sara; Puckett, Paul 

Subject: RE: Line Transformers with PCB 

See attached revision based on the number of KU transformers provided below. 

ampling-TDL200S· 
rev 3 ... 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 1:36 PM 
To: McFarland, Beth; Freibert, Diana 
Cc: Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth and Diana, 

According to our property records, we have approximately 88,777 line transformers for KU placed in-service between 
the years 1930-1981 remaining. I went out through 1981 to try to make sure we encompassed some 1979 
manufactured transformers into our estimate to be conservative with the assumption they may have been a couple of 
years old when we put them in-service. Please advise on whether or not this seems reasonable. 

Please apply Paul's percentages for the over 450ppm to determine the estimated amount of transformers with possible 
PCB. 

Thanks so much for all of your help! 
Angela 

From: McFarland, Beth 
Sent: Wednesday, December 14, 201111:13 AM 
To: Crescente, Angela; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Thanks. Let us know if you need anything else from us. 

From: Crescente, Angela 
Sent: Wednesday, December 14, 201110:33 AM 
To: McFarland, Beth; Freibert, Diana; Wiseman, Sara 
Subject: RE: Line Transformers with PCB 

Beth, 
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I left you a voice mail. I apologize, I have unexpectedly been out sick for the last two days. I am trying to get a listing of 
the KU line transformers that we still have on the books listed in service between the dates of 1930 and 1979 to help 
with the estimate. Then we can apply those transformers to Paul's percentage estimate and multiply that by the cost 
per transformer to dispose of the PCB material. Hopefully, that will help. 

Thanks, 
Angela 

From: McFarland, Beth 
Sent: Tuesday, December 13, 201111:04 PM 
To: Freibert, Diana; Wiseman, Sara; Crescente, Angela 
Subject: RE: Line Transformers with PCB 

Sara and Angela, 

I am assuming the two of you are satisfied with our response? 

Let us know. 

Thanks! 
Beth 

From: Freibert, Diana 
Sent: Friday, December 09,2011 3:23 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: McFarland, Beth 
Subject: RE: Line Transformers with PCB 

My estimate, based on the available information, for the Total Asset Retirement Obligation for disposal of PCB 
contaminated and PCB transformers is: 

KU: $321,194.21 
LGE: $4849.03 
TOTAL: $326.043.24 

It will probably take several decades for all the transformers to fail and be removed from service. 

All LGE transformers, and most KU transformers, with PCB's between 45 ppm and 450 ppm are drained, flushed and sold 
for scrap metal. We do have to pay to dispose of the PCB oil properly, but that cost is offset by the revenue from the 
scrap metal. Therefore, our disposal costs are primarily for transformers with PCB's over 450 ppm. A few KU 
transformers with PCB's between 45 and 450 ppm do not go through the South Service Center to be drained, flushed 
and sold for scrap metal. They are disposed of by Paul Puckett and they are included in the estimate. 

The spreadsheets below contain the data and assumptions on which I based my estimates. 

« File: LGE PCB above 450 and untested transf.xls » « File: PCBSampling-TDL2005-2011 rev 2.xlsx» 

From: McFarland, Beth 
Sent: Tuesday, December 06, 2011 10:30 AM 
To: Wiseman, Sara 
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Cc: Crescente, Angela; Freibert, Diana; Puckett, Paul 
Subject: RE: Line Transformers with PCB 

Hi Sara, 

We are working on this but unfortunately it isn't as easy as I had first envisioned. KU line transformers were not entered 
into DETS until approximately 2002, therefore, we are in the process of making some reasonable assumptions. We will 
provide you with this information by the end of the week - will this work? 

Thanksl 
Beth 

From: Wiseman, Sara 
Sent: Tuesday, December 06, 201110:14 AM 
To: McFarland, Beth 
Cc: Crescente, Angela 
Subject: Line Transformers with PCB 

Hi Beth: 

I know you are busy, but when do you expect to have an estimate on the line transformers? Just trying to tie up loose 
ends. 

Thanks, 

SCMWW~ 

M~, Property ACCOfM'lttt'\fY 

<9f{"ic€/ 502.627.3189 
ce.U" 502.338.0886 
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KU 

# of months of data 
# of GE units tested & disposed of 
Percent of GE units >45 ppm PCBs: 

Percent of GE units >450 ppm PCBs: 

All Units Disposed of per yr >45 ppm PCBs: 

All Units Disposed of per yr >450 ppm PCBs: 

Total KU transformers 1930-1981 per Property Accounting 

# of KU transformers >450 ppm (2.6% of total # of KU 
transformers) 

# of KU units >450 ppm retired 1980-2011 (assume a static rate of 
19 per year based on the number of transformers sent for disposal 
2004-2011) 
# of KU units >450 ppm remaining 
wt of remaining units >450 ppm (assume avg wt 600 Ibs) 
US Ecology costllb for >450 
Total cost for KU >450 ppm 

Wt of 10 large KU transformers per year that are>45 but <450, 
(assume avg wt 10,000 Ibs, these are disposed of by Paul Puckett, 
they do not go through South Service Center to be drained, flushed 
and sold for scrap metal) 
US Ecology costllb for >45 but <450 
Total cost for KU >45 but <450 ppm 

Total cost for all remaining KU tranformers over 450 ppm 

Estimate based on percentages associated with GE brands which 
had the highest percentage of units over 450 ppm and are presently 
used only infrequently for distribution. (Newer non-PCB units skew 
the data) 

86 
3888 

18.2% 
2.6% 

2,446 
19 

88,777 

2,308 

589 
1,719 

1,031,521 
$ O~ 

I $ 433,238.90 I 

100,000 
$ 0.25 

I $ 25,000.00 I 

I $ 45S-:m.90 I 
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Total disposal cost for LGE units over 450 ppm $4,849.03 

Total disposal cost for KU units over 450 ppm $458,238.90 

Total cost for all KU and LGE units over 450 ppm $463,087.94 
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Clark, Ed 

From: Legler, Steve 
Sent: 
To: 

Tuesday, January 25, 2011 9:09 AM 
Crescente, Angela 

Subject: RE: Canal and Paddy's Run Asbestos 

Angela, 

I am confirming the details of the Paddy's Run and Canal asbestos removal estimates. However, pricing supplied by NEC 
is contingent upon total demolition of the facilities at the time of removal. The pricing used for FIN-47 purposes includes 
additional costs under a removal only scenario. 

Steve 

From: Crescente, Angela 
Sent: Tuesday, January 11, 2011 3:04 PM 
To: Legler, Steve 
Cc: Wiseman, Sara 
Subject: RE: Canal and Paddy's Run Asbestos 

Steve, 

I don't believe I have heard anything from you regarding your confirmation to the email below. If you already 
responded, I apologize. I just want to follow up with you to see if you agree with my understanding so that I can keep 
this documentation in my records. 

Thanks! 
Angela 

From: Crescente, Angela 
Sent: Friday, November 05, 2010 4:01 PM 
To: Legler, Steve 
Cc: Wiseman, Sara 
Subject: Canal and Paddy's Run Asbestos 

Steve, 

This is just to confirm our conversation for purposes of supporting our records. We used several vendors to come up 
with a cost of removal asbestos estimate for both Canal and Paddy's Run several years back. The decision at the time 
was to use a "middle estimate" number since some vendors quoted high prices and some quoted low prices. 

However, there has been much discussion surrounding the dismantlement of these two locations. Therefore, 
operations obtained a detailed location specific estimate from National Environmental Contracting (NEe) in April 2010 
by performing an actual walkthrough for both Canal and Paddy's. NEC has confirmed that they are comfortable with 
these numbers even though they are significantly lower than the estimates previously submitted during the FIN47 
implementation back in 2005. 

Thanks so much for your help, 
Angela 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 774 of 1014 
Charnas



Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Tuesday, January 11, 2011 3:04 PM 
Legler, Steve 

Cc: Wiseman, Sara 
Subject: RE: Canal and Paddy's Run Asbestos 

Steve, 

I don't believe I have heard anything from you regarding your confirmation to the email below. If you already 
responded, I apologize. I just want to follow up with you to see if you agree with my understanding so that I can keep 
this documentation in my records. 

Thanks! 
Angela 

From: Crescente, Angela 
Sent: Friday, November 05, 2010 4:01 PM 
To: Legler, Steve 
Cc: Wiseman, Sara 
Subject: Canal and Paddy's Run Asbestos 

Steve, 

This is just to confirm our conversation for purposes of supporting our records. We used several vendors to come up 
with a cost of removal asbestos estimate for both Canal and Paddy's Run several years back. The decision at the time 
was to use a "middle estimate" number since some vendors quoted high prices and some quoted low prices. 

However, there has been much discussion surrounding the dismantlement of these two locations. Therefore, 
operations obtained a detailed location specific estimate from National Environmental Contracting (NEe) in April 2010 
by performing an actual walkthrough for both Canal and Paddy's. NEC has confirmed that they are comfortable with 
these numbers even though they are significantly lower than the estimates previously submitted during the FIN47 
implementation back in 2005. 

Thanks so much for your help, 
Angela 
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Clark, Ed 

From: 
Sent: 

Joseph Holt <jholt@pwrplan.com> 
Wednesday, October 12, 2011 9:34 AM 

To: 
Cc: 

Crescente, Angela; PowerPlant Support; Wacker, Diana; Kinder, Debra 
Josh Hirschel 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE -
CLOSING ISSUE [ref:OO [ref:00D6KJDN.5006FE4Ma:ref] 

I will be available at 10:30 Eastern and will send you an email. 

Thanks! 

Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 

200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

-----Original Message-----

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, 12 October, 2011 8:32 AM 

To: PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Jim Ogilvie; Josh Hirschel; Jim Dahlby; Joseph Holt 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ ref:OO [ 

ref:00D6KJDN.5006FE4Ma:ref] 

I can gotoassist whenever you are ready. 

-----Original Message-----

From: Plant Support [mailto:support@pwrplan.com] 
Sent: Wednesday, October 12, 2011 9:30 AM 
To: Wacker, Diana; Kinder, Debra; Crescente, Angela 

Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com;jdahlby@pwrplan.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ ref:OO [ 

ref:00D6KJDN.5006FE4Ma:ref] 

Angela, 

Can you please forward the email belowtojholt@pwrplan.com? I am having trouble viewing these pictures. 

Also, would it be possible for you to connect me to your PC via gotoassist? 

Thank you, 

Joe 

--------------- Original Message ---------------
From: Crescente, Angela [Angela.Crescente@lge-ku.com] 

Sent: 10/12/2011 8:56 AM 
To: support@pwrplan.com; 
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Dlana. Wacker@lge-ku.com; 
Debra.Kinder@lge-ku.com 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ref:OO [ 
ref:00D6KJDN.5006FE4Ma:ref j 

You are correct, this problem does not happen with new AROs. 

However, due to a situation that we had to fix in September this year with some of our AROs, we needed to settle some 
older ones and set them up again with a January date so that the cumulative effect would "catch up" accretion and 
depreciation through September. We also did this in November 2010 due to the acquisition from PPL in order to 
capture the November accretion. However, the difference is that the purchase accounting set of books was not 
completed until December 2010. This is the first time we have done a transition ARO since then and although not likely, 
I cannot say for sure that we will never need to set up transitions again if it is decided that we need to account for the 
cumulative effect. 

Therefore, we still need a fix for this in the event that we have to do something with transitions again. We cannot 
correct what happened, because there is no purchase accounting cost or asset, only a basis from which depreciation is 
computed. In the three screenshots below, you can see there is no purchase accounting ending plant in service, only a 
depreciable base in the depr ledger. 

Thanks, 

Angela 

[cid:image002.jpg@01CC88BC.B0401280j 

[cid:image008.jpg@01CC88BC.B0401280j 

[cid:image009.jpg@01CC88BC.B0401280j 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.comj 
Sent: Tuesday, October 11, 201111:26 PM 
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To: Wacker, Diana; Kinder, Debra 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ ref:OO [ 
ref:00D6KJ DN.S006FE4Ma :ref] 

Debra, 

To remove the incorrect depreciation basis, you should be able to perform a standard depreciation adjustment or CPR 
adjustment for that basis only for the book cost. 

My question on the transition piece is why are is the ARO transition module to set up new AROs. The transition module, 
including the cumulative effective adjustment, was built to help comply with the 2003 adoption of FAS143, but it is no 
longer generally used as the adoption period has passed. 

I believe this problem could be avoided by entering new AROs through the standard ARO module, although this would 
need to be tested in DEV. 

Thanks! 

Joe 

--------------- Original Message ---------------

From: Kinder, Debra [Debra.Kinder@lge-ku.com] 

Sent: 10/7/2011 9:15 AM 

To: support@pwrplan.com<mailto:support@pwrplan.com>; 

Diana.Wacker@lge-ku.com<mailto:Diana.Wacker@lge-ku.com> 

Cc: jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; jholt@pwrplan.com<mailto:jholt@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; 
Angela.Crescente@lge-ku.com<mailto:Angela.Crescente@lge-ku.com> 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 
ref:OOD6KJDN.5006FE4Ma:ref] 

3 

Attachment to Response to KU AG-1 Question No. 201 
Page 778 of 1014 
Charnas



Elizabeth, 

Our concerns are why this happened with the set up of the ARO transition assets, how to prevent it from happening 
again and how to get the basis that was created on the Purchase Accounting depreciation ledger removed so 
depreciation will not be calculated next month. Our DEV instance will be refreshed this weekend if that will help with 
the research of these issues. 

Thanks, 

Deb 

-----Original Message-----

From: Plant Support [mailto:support@pwrplan.com]<mailto:[mailto:support@pwrplan.com]> 

Sent: Thursday, October 06, 2011 5:16 PM 

To: Wacker, Diana 

Cc: jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; jholt@pwrplan.com<mailto:Jholt@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; 
Kinder, Debra; Crescente, Angela 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:00D6KJDN.5006FE4Ma:ref] 

Diana, 

You will need to do a depr adjustment to remove the amount from the one set of books. 

Thanks, 

Elizabeth Cowart 

4 

Attachment to Response to KU AG-1 Question No. 201 
Page 779 of 1014 
Charnas



--------------- Original Message ---------------

From: Wacker, Diana [Diana.Wacker@lge-ku.comJ 

Sent: 10/6/20114:20 PM 

To: support@pwrplan.com<mailto:support@pwrplan.com> 

Cc: Debra.Kinder@lge-ku.com<mailto:Debra.Kinder@lge-ku.com>; Angela.Crescente@lge­
ku.com<mailto:Angela.Crescente@lge-ku.com>; jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; 
jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; 
jholt@pwrplan.com<mailto:jholt@pwrplan.com> 

Subject: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 

All: 

We have a Closing Issue. We set up Transition ARO's on both LGE and KU. Somehow these transition ARO's created a 
Purchase Accounting Depr Reserve Adjustment, which created entries for depreciation expense. It basically duplicated 
the financial set of books entry - the financial set of book entry is correct - BUT THE PURCHASE ACCOUNTING SET OF 
BOOKS IS NOT CORRECT. 

There is a fictitious depr basis on the Purchase Accounting Set of Books, which created depreciation entries. I am 
sending screen shots of the Depr Ledger for the reserve activity for both sets of books. 

This is in PRODUCTION only. Please let me know what other information I can provide to help you with getting this 

corrected. 

Thanks, 

Diana Wacker 

502-627-4054 
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The information contained in this transmission is intended only for 

the person or entity to which it is directly addressed or copied. 

It may contain material of confidential and/or private nature. Any 

review, retransmission, dissemination or other use of, or taking of 

any action in reliance upon, this information by persons or 

entities other than the intended recipient is not allowed. If you 

received this message and the information contained therein by 

error, please contact the sender and delete the material from 

your/any storage medium. 

Thanks, 

Elizabeth Cowart 

PowerPlant Support 

770.937.3000 

ref:00D6KJDN.5006FE4Ma:ref 

This e-mail message is for the sole use of the intended recipient(s). It may contain confidential information, legally 
privileged information or other information subject to legal restrictions. If you are not the intended recipient, you may 
not read it, copy it, use it, or disclose it. Please notify the sender by replying to this message, and then delete or destroy 
all copies of this message in all media. Also, this email message is not an offer or acceptance, and it is not intended to be 
all or part of an agreement. Thank you. 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Angela, 

Plant Support <support@pwrplan.com> 
Wednesday, October 12, 2011 9:30 AM 
Wacker, Diana; Kinder, Debra; Crescente, Angela 
jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE­
CLOSING ISSUE [ref:OO [ref:00D6KJDN.5006FE4Ma:ref j 

Can you please forward the email belowtojholt@pwrplan.com? I am having trouble viewing these pictures. 

Also, would it be possible for you to connect me to your PC via gotoassist? 

Thank you, 
Joe 

--------------- Original Message ---------------
From: Crescente, Angela [Angela.Crescente@lge-ku.comj 
Sent: 10/12/20118:56 AM 
To: support@pwrplan.com; 
Diana.Wacker@lge-ku.com; 
Debra. Kinder@lge-ku.com 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ref:OO [ 
ref:00D6KJDN.5006FE4Ma:ref j 

Joe, 

You are correct, this problem does not happen with new AROs. 

However, due to a situation that we had to fix in September this year with some of our AROs, we needed to settle some 
older ones and set them up again with a January date so that the cumulative effect would "catch up" accretion and 
depreciation through September. We also did this in November 2010 due to the acquisition from PPL in order to 
capture the November accretion. However, the difference is that the purchase accounting set of books was not 
completed until December 2010. This is the first time we have done a transition ARO since then and although not likely, 
I cannot say for sure that we will never need to set up transitions again if it is deCided that we need to account for the 
cumulative effect. 

Therefore, we still need a fix for this in the event that we have to do something with transitions again. We cannot 
correct what happened, because there is no purchase accounting cost or asset, only a basis from which depreciation is 
computed. In the three screenshots below, you can see there is no purchase accounting ending plant in service, only a 
depreciable base in the depr ledger. 
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Thanks, 

Angela 

[cid:image002.jpg@01CC88BC.B0401280j 

[cid:image008.jpg@01CC88BC.B0401280j 

[cid:image009.jpg@01CC88BC.B0401280j 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.comj 
Sent: Tuesday, October 11, 201111:26 PM 
To: Wacker, Diana; Kinder, Debra 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ ref:OO [ 
ref:00D6KJDN.5006FE4Ma:ref 1 

Debra, 

To remove the incorrect depreciation basis, you should be able to perform a standard depreciation adjustment or CPR 
adjustment for that basis only for the book cost. 

My question on the transition piece is why are is the ARO transition module to set up new AROs. The transition module, 
including the cumulative effective adjustment, was built to help comply with the 2003 adoption of FAS143, but it is no 
longer generally used as the adoption period has passed. 

I believe this problem could be avoided by entering new AROs through the standard ARO module, although this would 
need to be tested in DEV. 

Thanks! 

Joe 
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--------------- Original Message ---------------

From: Kinder, Debra [Debra.Kinder@lge-ku.com] 

Sent: 10/7/2011 9:15 AM 

To: support@pwrplan.com<mailto:support@pwrplan.com>; 

Dia na. Wacke r@lge-ku.com<mailto:Diana.Wacker@lge-ku.com> 

Cc: jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; jholt@pwrplan.com<mailto:jholt@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; 
Angela.Crescente@lge-ku.com<mailto:Angela.Crescente@lge-ku.com> 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 
ref:00D6KJDN.5006FE4Ma:ref] 

Elizabeth, 

Our concerns are why this happened with the set up of the ARO transition assets, how to prevent it from happening 
again and how to get the basis that was created on the Purchase Accounting depreciation ledger removed so 
depreciation will not be calculated next month. Our DEV instance will be refreshed this weekend if that will help with 
the research of these issues. 

Thanks, 

Deb 

-----Original Message-----

From: Plant Support [mailto:support@pwrplan.com]<mailto:[mailto:support@pwrplan.com]> 

Sent: Thursday, October 06, 2011 5:16 PM 

To: Wacker, Diana 

Cc: jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; jholt@pwrplan.com<mailto:jholt@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; 
Kinder, Debra; Crescente, Angela 
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Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 

ref:00D6KJDN.5006FE4Ma:ref J 

Diana, 

You will need to do a depr adjustment to remove the amount from the one set of books. 

Thanks, 

Elizabeth Cowart 

--------------- Original Message ---------------

From: Wacker, Diana [Diana.Wacker@lge-ku.comJ 

Sent: 10/6/20114:20 PM 

To: support@pwrplan.com<mailto:support@pwrplan.com> 

Cc: Debra.Kinder@lge-ku.com<mailto:Debra.Kinder@lge-ku.com>; Angela.Crescente@lge­
ku.com<mailto:Angela.Crescente@lge-ku.com>; jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; 

jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; 
jholt@pwrplan.com<mailto:jholt@pwrplan.com> 

Subject: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 

All: 

We have a Closing Issue. We set up Transition ARO's on both LGE and KU. Somehow these transition ARO's created a 
Purchase Accounting Depr Reserve Adjustment, which created entries for depreciation expense. It basically duplicated 
the financial set of books entry - the financial set of book entry is correct - BUT THE PURCHASE ACCOUNTING SET OF 
BOOKS IS NOT CORRECT. 

There is a fictitious depr basis on the Purchase Accounting Set of Books, which created depreciation entries. I am 

sending screen shots of the Depr Ledger for the reserve activity for both sets of books. 

4 

Attachment to Response to KU AG-1 Question No. 201 
Page 785 of 1014 
Charnas



This is in PRODUCTION only. Please let me know what other information I can provide to help you with getting this 

corrected. 

Thanks, 

Diana Wacker 

502-627-4054 

The information contained in this transmission is intended only for 

the person or entity to which it is directly addressed or copied. 

It may contain material of confidential and/or private nature. Any 

review, retransmission, dissemination or other use of, or taking of 

any action in reliance upon, this information by persons or 

entities other than the intended recipient is not allowed. If you 

received this message and the information contained therein by 

error, please contact the sender and delete the material from 

your/any storage medium. 

Thanks, 

Elizabeth Cowart 
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PowerPlant Support 

770.937.3000 

ref:00D6KJDN.5006FE4Ma:ref 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Joe, 

Crescente, Angela 
Wednesday, October 12, 2011 8:55 AM 
Plant Support; Wacker, Diana; Kinder, Debra 
jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE­
CLOSING ISSUE [ref:OO [ref:00D6KJDN.5006FE4Ma:ref 1 

You are correct, this problem does not happen with new AROs. 

However, due to a situation that we had to fix in September this year with some of our AROs, 
we needed to settle some older ones and set them up again with a January date so that the 
cumulative effect would "catch up" accretion and depreciation through September. We also did 
this in November 2010 due to the acquisition from PPL in order to capture the November 
accretion. However, the difference is that the purchase accounting set of books was not 
completed until December 2010. This is the first time we have done a transition ARO since 
then and although not likely, I cannot say for sure that we will never need to set up 
transitions again if it is decided that we need to account for the cumulative effect. 

Therefore, we still need a fix for this in the event that we have to do something with 
transitions again. We cannot correct what happened, because there is no purchase accounting 
cost or asset, only a basis from which depreciation is computed. In the three screenshots 
below, you can see there is no purchase accounting ending plant in service, only a 
depreciable base in the depr ledger. 

Thanks, 
Angela 
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From: Plant Support [mailto:support@pwrplan.com] 
Sent: Tuesday, October ii, 2011 11:26 PM 
To: Wacker, Diana; Kinder, Debra 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.S006FE4Ma:ref 1 

Debra, 

To remove the incorrect depreciation basis, you should be able to perform a standard 
depreciation adjustment or CPR adjustment for that basis only for the book cost. 

My question on the transition piece is why are is the ARO transition module to set up new 
AROs. The transition module, including the cumulative effective adjustment, was built to 
help comply with the 2003 adoption of FAS143, but it is no longer generally used as the 
adoption period has passed. 
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I believe this problem could be avoided by entering new AROs through the standard ARO module, 
although this would need to be tested in DEV. 

Thanks! 
Joe 

--------------- Original Message --------------­
From: Kinder, Debra [Debra.Kinder@lge-ku.com] 
Sent: 10/7/2011 9:15 AM 
To: support@pwrplan.com; 
Diana.Wacker@lge-ku.com 
Cc: jogilvie@pwrplan.com; jholt@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; 
Angela.Crescente@lge-ku.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ref:00D6KJDN.5006FE4Ma:ref ] 

Elizabeth, 

Our concerns are why this happened with the set up of the ARO transition assets, how to 
prevent it from happening again and how to get the basis that was created on the Purchase 
Accounting depreciation ledger removed so depreciation will not be calculated next month. Our 
DEV instance will be refreshed this weekend if that will help with the research of these 
issues. 

Thanks, 
Deb 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.com] 
Sent: Thursday, October 06, 2011 5:16 PM 
To: Wacker, Diana 
Cc: jogilvie@pwrplan.com; jholt@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; 
Kinder, Debra; Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00D6KJDN.5006FE4Ma:ref ] 

Diana, 

You will need to do a depr adjustment to remove the amount from the one set of books. 

Thanks, 

Elizabeth Cowart 

--------------- Original Message --------------­
From: Wacker, Diana [Diana.Wacker@lge-ku.com] 
Sent: 10/6/2011 4:20 PM 
To: support@pwrplan.com 
Cc: Debra.Kinder@lge-ku.com; Angela.Crescente@lge-ku.com; jogilvie@pwrplan.com; 
jdahlby@pwrplan.com; jhirschel@pwrplan.com; jholt@pwrplan.com 
Subject: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 

All: 
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We have a Closing Issue. We set up Transition ARO's on both LGE and KU. Somehow these 
transition ARO's created a Purchase Accounting Depr Reserve Adjustment, which created entries 
for depreciation expense. It basically duplicated the financial set of books entry - the 
financial set of book entry is correct - BUT THE PURCHASE ACCOUNTING SET OF BOOKS IS NOT 
CORRECT. 

There is a fictitious depr basis on the Purchase Accounting Set of Books, which created 
depreciation entries. I am sending screen shots of the Depr Ledger for the reserve activity 
for both sets of books. 

This is in PRODUCTION only. Please let me know what other information I can provide to help 
you with getting this corrected. 

Thanks, 
Diana Wacker 
5132-627-41354 

The information contained in this transmission is intended only for 
the person or entity to which it is directly addressed or copied. 
It may contain material of confidential and/or private nature. Any 
review, retransmission, dissemination or other use of, or taking of 
any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you 
received this message and the information contained therein by 
error, please contact the sender and delete the material from 
your/any storage medium. 

Thanks, 

Elizabeth Cowart 
PowerPlant Support 
7713.937.3131313 
ref:013D6KJDN.5006FE4Ma:ref 
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Clark. Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Debra, 

Plant Support <suPPorl@pwrplan.com> 
Tuesday, October 11, 2011 11 :26 PM 
Wacker, Diana; Kinder, Debra 
jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Crescente, Angela 
RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE -
CLOSING ISSUE [ref:OO [ref:00D6KJDN.5006FE4Ma:ref 1 

To remove the incorrect depreciation basis, you should be able to perform a standard depreciation adjustment or CPR 
adjustment for that basis only for the book cost. 

My question on the transition piece is why are is the ARO transition module to set up new AROs. The transition module, 
including the cumulative effective adjustment, was built to help comply with the 2003 adoption of FAS143, but it is no 
longer generally used as the adoption period has passed. 

I believe this problem could be avoided by entering new AROs through the standard ARO module, although this would 
need to be tested in DEV. 

Thanks! 
Joe 

--------------- Original Message ---------------
From: Kinder, Debra [Debra.Kinder@lge-ku.coml 
Sent: 10/7/2011 9:15 AM 
To: support@pwrplan.com; 
Diana.Wacker@lge-ku.com 
Cc: jogilvie@pwrplan.com; jholt@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Angela.Crescente@lge­
ku.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 
ref:00D6KJDN.5006FE4Ma:ref 1 

Elizabeth, 

Our concerns are why this happened with the set up of the ARO transition assets, how to prevent it from happening 
again and how to get the basis that was created on the Purchase Accounting depreciation ledger removed so 
depreCiation will not be calculated next month. Our DEV instance will be refreshed this weekend if that will help with 
the research of these issues. 

Thanks, 
Deb 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.coml 
Sent: Thursday, October 06,20115:16 PM 
To: Wacker, Diana 
Cc: jogilvie@pwrplan.com; jholt@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Kinder, Debra; 
Crescente, Angela 
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Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:00D6KJDN.5006FE4Ma:ref] 

Diana, 

You will need to do a depr adjustment to remove the amount from the one set of books. 

Thanks, 

Elizabeth Cowart 

--------------- Original Message ---------------
From: Wacker, Diana [Diana.Wacker@lge-ku.com] 
Sent: 10/6/20114:20 PM 
To: support@pwrplan.com 
Cc: Debra.Kinder@lge-ku.com; Angela.Crescente@lge-ku.com; jogilvie@pwrplan.com; jdahlby@pwrplan.com; 
jhirschel@pwrplan.com; jholt@pwrplan.com 
Subject: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 

All: 

We have a Closing Issue. We set up Transition ARO's on both LGE and KU. Somehow these transition ARO's created a 
Purchase Accounting Depr Reserve Adjustment, which created entries for depreciation expense. It basically duplicated 
the financial set of books entry - the financial set of book entry is correct - BUT THE PURCHASE ACCOUNTING SET OF 
BOOKS IS NOT CORRECT. 

There is a fictitious depr basis on the Purchase Accounting Set of Books, which created depreciation entries. I am 
sending screen shots of the Depr Ledger for the reserve activity for both sets of books. 

This is in PRODUCTION only. Please let me know what other information I can provide to help you with getting this 
corrected. 

Thanks, 
Diana Wacker 
502-627-4054 

The information contained in this transmission is intended only for 
the person or entity to which it is directly addressed or copied. 
It may contain material of confidential and/or private nature. Any 
review, retransmission, dissemination or other use of, or taking of 
any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you 
received this message and the information contained therein by 
error, please contact the sender and delete the material from 
your/any storage medium. 

Thanks, 
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Elizabeth Cowart 
PowerPlant Support 
770.937.3000 
ref:OOD6KJDN.5006FE4Ma:ref 
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Clark, Ed 

From: Rieth, Tom 
Sent: 
To: 

Monday, November 28, 2011 9:54 AM 
Crescente, Angela 

Subject: FW: Asset Retirement (third quarter) 

From: Mayes, Gregory 
Sent: Monday, October 03, 2011 3:06 PM 
To: Rieth, Tom 
Subject: Asset Retirement (third quarter) 

Tom, 

The legal department needs to update its Asset Retirement Obligations (ARO) Memo for the third quarter. If you could 
provide answers to the following questions, it would be greatly appreciated: 

1. Have there been any major changes to the Compressor stations (specifically the Muldraugh Compressor Station, 
Doe Run Indiana Compressor Station, Crosier Compressor Station, Doe Run Kentucky Compressor Station, and 
the Riggs Junction Compressor Station) since July 2011? This may include the following: any major construction, 
the retirement of any assets, and/or any new acquired assets. 

2. Have there been any changes to, or renewals of the current permit(s) (if applicable)? 
3. Have there been any changes to the existing leases? Have there been any additional leases signed, in relation to 

the compressor stations or related property? 
4. Have there been any changes in the estimated cost that would be required to retire the assets at the 

compressor stations? The current estimates I have are as follows: 

Muldraugh Compressor Station: $4.25 million 
Indiana Compressor Sites: $300,000 
Kentucky Compressor Sites: $200,000 

I realize that there may not have been any changes since last quarter. You may either reply to this email with answers to 
questions 1-4, or call me at 627-3321, whichever you find ·more convenient. Thanks in advance for your help 

Greg Mayes, J 1'. 

Law Clerk 

LG&E and KU Energy LLC 

220 West Main Street 

Louisville, Kentucky 40202 

Phone: (502) 627-3321 

Email: Gregory.Mayes@lge-ku.com 

PRIVILEGED, CONFIDENTIAL COMMUNICATION 

WORK PRODUCT 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Kevin, 

Crescente, Angela 
Monday, November 28, 2011 4:39 PM 
Lewellen, Kevin 
Ryan, Joe; Rose, Bob; Wiseman, Sara 
Coal Tar Pipeline/Asbestos 

Per our conversation, would you be able to provide an estimate as to how many miles/feet we have of coal tar pipeline? 

Joe and Bob, 

I have already spoken with Kevin and explained to him that we recently had a Gas meeting in regards to Asset 
Retirement Obligations (AROs). During the meeting, it was mentioned that we do not currently have an estimate set up 
for the coal tar removal on our pipelines in the event we were to have to remove the pipe and then clean and dispose of 
the coal tar. Would one of you be able to provide an estimate for the total coal tar cleanup and disposal costs for the 
number of miles/feet we have of coal tar pipeline that Kevin will be providing? I would only need to know the amount 
of removal costs for the coal tar cleanup/disposal since this would be the "legally required" portion, not the entire 
removal costs associated with the removal of the pipe itself. I realize it may cost more to clean 1000 feet versus 100 
feet of pipe, but if you could provide an average estimate based on your best judgment from past invoices, etc. that 
would be great. 

We are trying to wrap up this issue before the end of the year so that Senior Management can decide if the estimate is 
large enough to have an ARO set up for it. It would be greatly appreciated if we could have this information by Monday, 
December 5 if at all possible. 

Thanks so much for your help. Please feel free to contact me if you have any questions at all. 

Angela 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Lewellen, Kevin 
Wednesday, November 3D, 2011 7:33 AM 
Crescente, Angela 
RE: Coal Tar Pipeline/Asbestos 

Angela, see my numbers below of the amount of coal tar pipe in our system. If you need the number of contiguous 
segments of coal tar pipe, that will require some coding from our IT group and will probably be a few weeks. They are 
pretty tied up at this time with yearend projects. 

Kevin 

1933.17 miles of Distribution 
283.76 miles ofTransmission 

From: Crescente, Angela 
Sent: Monday, November 28, 2011 4:39 PM 
To: Lewellen, Kevin 
Cc: Ryan, Joe; Rose, Bob; Wiseman, Sara 
Subject: Coal Tar Pipeline/Asbestos 

Kevin, 

Per our conversation, would you be able to provide an estimate as to how many miles/feet we have of coal tar pipeline? 

Joe and Bob, 

I have already spoken with Kevin and explained to him that we recently had a Gas meeting in regards to Asset 
Retirement Obligations (AROs). During the meeting, it was mentioned that we do not currently have an estimate set up 
for the coal tar removal on our pipelines in the event we were to have to remove the pipe and then clean and dispose of 
the coal tar. Would one of you be able to provide an estimate for the total coal tar cleanup and disposal costs for the 
number of miles/feet we have of coal tar pipeline that Kevin will be providing? I would only need to know the amount 
of removal costs for the coal tar cleanup/disposal since this would be the "legally required" portion, not the entire 
removal costs associated with the removal of the pipe itself. I realize it may cost more to clean 1000 feet versus 100 
feet of pipe, but if you could provide an average estimate based on your best judgment from past invoices, etc. that 
would be great. 

We are trying to wrap up this issue before the end of the year so that Senior Management can decide if the estimate is 
large enough to have an ARO set up for it. It would be greatly appreciated if we could have this information by Monday, 
December 5 if at all possible. 

Thanks so much for your help. Please feel free to contact me if you have any questions at all. 

Angela 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 
Cc: 

Wednesday, December 14, 2011 5:54 PM 
Didelot, Joe; Smith, Timothy (Trimble) 
Wiseman, Sara 

Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Joe and Tim, 

Please see Dave's original email below. He gave me an estimate of $18 per Ib of refrigerant, but I did not see anyone 
respond with an estimate of how many pounds were at Trimble or Mill Creek. He just knew they were less. Who should 
I contact that would be able to tell me this information or give me a dollar estimate for these two plants? 

Thanks, 
Angela 

From: Smith, Dave 
Sent: Wednesday, December 07, 201111:44 AM 
To: Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, 
Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various equipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means - [ 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 

4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-414S 
dave.smith@lge-ku.com 
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From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 10:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to FreonjHVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December 7'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
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To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 

the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Sumner, Brian 
Sent: 
To: 

Wednesday, December 14, 2011 5:00 PM 
Crescente, Angela 

Cc: Wiseman, Sara; Smith, Dave 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

The two transformers containing Freon are at Brown. Given the size of the transformers, I doubt that it is accounted for 
in the 300 Ibs. I will need to look at the list that EA has for Brown and assess the amount of Freon in the two 
transformers. With regards to Dix, there is only one small water source heat pump. Again I will need to review EA's list. 
Hopefully can wrap up by Friday. -Brian 

From: Crescente, Angela 
Sent: Wednesday, December 14, 2011 4:55 PM 
To: Sumner, Brian 
Cc: Wiseman, Sara; Smith, Dave 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Brian, 

Please see Dave's email below. I got confused and stated that Ghent had 2 transformers with Freon, but looking back I 
think it must have been Brown. Is this correct? If so, does the Ghent estimate we have below (in the first email 
approximately 300 Ibs) sound like it includes those. Also, Dave said I should double check with you to see if the Dix Dam 
data is included in the number for Brown as well. Please advise. 

Thanks, 
Angela 

From: Smith, Dave 
Sent: Wednesday, December 07,201111:44 AM 
To: Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, 
Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various eqUipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means - I 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 
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4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, December 07, 201110:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to FreonjHVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this eqUipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December ]'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
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Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Wednesday, December 14, 2011 4:55 PM 
Sumner, Brian 

Cc: Wiseman, Sara; Smith, Dave 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Brian, 

Please see Dave's email below. I got confused and stated that Ghent had 2 transformers with Freon, but looking back I 
think it must have been Brown. Is this correct? If so, does the Ghent estimate we have below (in the first email 
approximately 300 Ibs) sound like it includes those. Also, Dave said I should double check with you to see if the Dix Dam 
data is included in the number for Brown as well. Please advise. 

Thanks, 
Angela 

From: Smith, Dave 
Sent: Wednesday, December 07, 201111:44 AM 
To: Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, 
Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various equipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means - I 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 

4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 10:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December 7'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

From: Smith, Dave 
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Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Puckett, Paul 
Sent: Saturday, December 10,2011 9:24 PM 

Crescente, Angela To: 
Cc: Wiseman, Sara 
Subject: Re:ARO 

Angela, 
I don't have nearly as good data for bushings, but my recollection is that about 30 percent of bushings are PCB 
regulated. 
I think Robby's 50 percent assumption might be a bit conservative, but for ARO purposes, it will be fine. I'll 
check the database when I get back to my computer to make certain the estimate is not way off. 
Sent from my iPhone 

On Dec 9, 2011, at 5:02 PM, "Crescente, Angela" <Angela.Crescente@lge-ku.com> wrote: 

Hey Paul, 

We received some final numbers from Robby In regards to bushings: 

Here's our final numbers (using 1979 as the PCB date and assuming 50% will be PCB) 

• 3,774 breaker bushings prior to 1979 in service -- $1,000 to retire if PCB. 50% PCB rate = $1,887k 
• 438 transformer bushings prior to 1979 in service -- $1,000 to retire if PCB. 50% PCB rate = $219k 
• 981 PT bushings prior to 1979 in service -- $500 to retire if PCB. 50% PCB rate = $245k 

I was just wondering if you had a chance to look over whether or not the oil filled equipment 
percentages you provided Beth would qualify for bushings or only the line transformers. Or, should we 
used the 50% that Robby is suggesting? Please advise. 

As always, thanks so much for your help, 
Angela 

From: Crescente, Angela 
Sent: Tuesday, December 06, 2011 2:48 PM 
To: Puckett, Paul 
Cc: Wiseman, Sara 
Subject: FW: ARO 

Paul, 

Would the information you provided Beth also cover breaker and transformer bushings in regards to the 
percentage of PCB contaminated equipment or should that only be used for line transformers? 

Thanks, 
Angela 
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From: Trimble, Robert 
Sent: Friday, December 02, 2011 10:26 AM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: ARO 

Angela, 
Breaker Bushings 

• We have 3,774 bushings in service manufactured prior to 1979 - these cost $1,000 to dispose of ($3.7 
million) they won't all be PCB but I think we need to assume they are. 

I'll have transformer bushing information middle of next week 

Robby Trimble I Manager Transmission Line Services I 859-367-5709 Office I 859-576-0045 Mobile I 
189*60*11756 Nextel DC I 502-217-2100 Fax 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Friday, December 09, 2011 5:03 PM 
Puckett, Paul 

Cc: Wiseman, Sara 
Subject: RE:ARO 

Hey Paul, 

We received some final numbers from Robby in regards to bushings: 

Here's our final numbers (using 1979 as the PCB date and assuming 50% wIll be PCB) 

• 3,774 breaker bushings prior to 1979 in service -- $1,000 to retire if PCB. 50% PCB rate = $1,887k 

• 438 transformer bushings prior to 1979 in service -- $1,000 to retire if PCB. 50% PCB rate = $219k 

• 981 PT bushings prior to 1979 in service -- $500 to retire if PCB. 50% PCB rate = $245k 

I was just wondering if you had a chance to look over whether or not the oil filled equipment percentages you provided 
Beth would qualify for bushings or only the line transformers. Or, should we used the 50% that Robby is suggesting? 
Please advise. 

As always, thanks so much for your help, 
Angela 

From: Crescente, Angela 
Sent: Tuesday, December 06, 2011 2:48 PM 
To: Puckett, Paul 
Cc: Wiseman, Sara 
Subject: FW: ARO 

Paul, 

Would the information you provided Beth also cover breaker and transformer bushings in regards to the percentage of 
PCB contaminated equipment or should that only be used for line transformers? 

Thanks, 
Angela 

From: Trimble, Robert 
Sent: Friday, December 02, 2011 10:26 AM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: ARO 

Angela, 
Breaker Bushings 

• We have 3,774 bushings in service manufactured prior to 1979 - these cost $1,000 to dispose of ($3.7 million) 
they won't all be PCB but I think we need to assume they are. 
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I'll have transformer bushing information middle of next week 

Robby Trimble 1 Manager Transmission Line Services 1 859-367-5709 Office 1 859-576-0045 Mobile 1189*60*11756 Nextel DC 1 

502-217-2100 Fax 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Trimble, Robert 
Friday, December 09, 2011 7:23 AM 
Crescente, Angela 
Wiseman, Sara 
ARO 

Here's our final numbers (using 1979 as the PCB date and assuming 50% will be PCB) 
• 3,774 breaker bushings prior to 1979 in service -- $1,000 to retire if PCB. 50% PCB rate = $1,887k 

• 438 transformer bushings prior to 1979 in service -- $1,000 to retire if PCB. 50% PCB rate = $219k 

• 981 PT bushings prior to 1979 in service -- $500 to retire if PCB. 50% PCB rate = $245k 

Robby Trimble 1 Manager Transmission line Services 1 859-367-5709 Office 1 859-576-0045 Mobile 1189*60*11756 Nextel DC 1 
502-217-2100 Fax 
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Clark, Ed 

From: Smith, Dave 
Sent: Wednesday, December 07,2011 11:44 AM 
To: 

Cc: 

Crescente, Angela; Drake, Michael; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, 
Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Wiseman, Sara; Rose, Bruce 

Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela: 

Here some answers/comments: 

1. The plants would be responsible for paying all costs as part of the fee we would pay the contractor hired to do 
the work. If the asset is truly being retired, the refrigerant inside the various equipment would be evacuated 
and disposed/recycled and most likely not have new units installed. 

2. Regarding capital or O&M: I had to inquire and was told if this is ARO, it would go against a regulatory liability 
account that has been set up for that ARO; which is not capital money. Not sure what any of that means - I 
have exhausted my knowledge and paraphrasing of what I was told. 

3. Ghent does not have any transformers with CFC-type refrigerant. The amount I listed previously is the site total 
for refrigerant containing equipment. 

4. I have information for Green River; they have 206 Ibs of refrigerant. I believe Dix Dam data would be included in 
the EW Brown amount I gave (check with EW Brown on that; I have their list given to me which I can forward if 
needed). I don't have any data (amounts) for Ohio Falls, Pineville, Paddy's, or the rest below. However, I'm 
confident they would have very minor amounts of refrigerants (if any, they probably have less than 100 Ibs for 
any of those other sites so if you wanted to insert a place holder, you could list $2K with some reasonable 
assurance - just a thought). 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, December 07, 201110:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 
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From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December 7'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent FreonjCFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFC's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
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Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Faulkner, Danny 
Sent: 
To: 

Wednesday, December 07,2011 11:12 AM 
Crescente, Angela 

Cc: Smith, Dave 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Angela 

Dave is going to give you the totals for Green River as well. If you need something else please let us know. 

Danny :Jau{liner 
Manager-Maintenance 
Kentucky Utilities Company 
Green River Generating Station 
811 Power Plant Dr. 
Central City, KY 42330 
270-757-3155 office 
270-993-1548 cell 
502-217-2426 fax 
dannyJaulkner@lge-ku.com 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 
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Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December ih. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent FreonjCFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFe's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Crescente, Angela 
Sent: Wednesday, December 07, 201110:39 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; 

Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonlCFC Equipment 

All: 

By the way, I don't know if this helps or not, but we talked to Karan Kapp in regards to Freon/HVAC at the office facilities 
and we will not be setting up AROs for them. The reason is due to the fact that the removal of the old unit is part of the 
cost of installing the new unit (not separable) and the contractor is responsible for the environmental disposal. Would 
that be the case in any of this equipment, or are we responsible for the disposal? Just trying to help. 

Thanks, 
Angela 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; 
Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they included in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December 7'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 
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From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFC's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: Crescente, Angela 
Sent: Wednesday, December 07, 2011 9:22 AM 
To: Drake, Michael; Smith, Dave; Winkler, Michael; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; 

Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Cc: Wiseman, Sara; Rose, Bruce 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

Thanks for the response. In order to get this issue finalized and wrapped up, I need just a little more information. 

Could someone tell me if this type of work would normally be done under capital or O&M? If capital, could someone 
provide me with more specific pound estimates for Mill Creek and Trimble County? Also, does Green River, Paddy's Run, 
Zorn, Dix Dam, Ohio Falls, Pineville, and Haefling have any of this type of equipment? I also have in my notes that there 
are 2 large transformers (I think at Ghent) that have Freon in them, so were they induded in the estimate below? 

If the work is indeed done under capital, it would be greatly appreciated if someone could please provide the estimates 
needed above to me by Friday, December y'h. If the other locations I mentioned do not have this equipment, please let 
me know that as well. 

Thanks so much for your help, 
Angela 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent Freon/CFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent Freon/CFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFC's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
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Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Paul, 

Crescente, Angela 
Tuesday, December 06, 2011 2:48 PM 
Puckett, Paul 
Wiseman, Sara 
FW:ARO 

Would the information you provided Beth also cover breaker and transformer bushings in regards to the percentage of 
PCB contaminated equipment or should that only be used for line transformers? 

Thanks, 
Angela 

From: Trimble, Robert 
Sent: Friday, December 02, 201110:26 AM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: ARO 

Angela, 
Breaker Bushings 

• We have 3,774 bushings in service manufactured prior to 1979 - these cost $1,000 to dispose of ($3.7 million) 
they won't all be PCB but I think we need to assume they are. 

I'll have transformer bushing information middle of next week 

Robby Trimble 1 Manager Transmission Line Services 1 859-367-5709 Office 1 859-576-0045 Mobile 1189*60*11756 Nextel DC 1 
502-217-2100 Fax 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Angela, 

Rieth, Tom 
Tuesday, December 06, 2011 2:39 PM 
Crescente, Angela 
Miscellaneous ARO's at Compressor Stations 

Per our conversation yesterday I believe that any miscellaneous ARO requirements at the compressor stations can be 
included in the existing estimate for the gas transmission lines. I had conversations with John Skaggs (Mng, Gas Storage 
Magnolia) and Paul Puckett (Environmental Affairs) and our thoughts are there would be likely less than $200k per 
station in miscellaneous ARO requirements beyond the gas lines in the station (covered by existing gas transmission ARO 
estimate) and some asbestos (my understanding there is also money currently for this). The majority of the additional 
ARO would be for cleaning vessels prior to retirement and disposing of the material. Based on this I do not think there 
needs to be any additional money for other ARO's at the compressor stations. 

Thanks, 

Tom Rieth 
Muldraugh Gas Storage 
Office telephone - (502) 364-8575 
Cell Phone - (502) 471-0289 
Fax - (502) 364-8566 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Tuesday, December 06, 2011 10:42 AM 
Crescente, Angela 

Subject: FW: ARO information for Ghent Freon/CFC Equipment 

From: Drake, Michael 
Sent: Wednesday, November 30, 2011 4:03 PM 
To: Wiseman, Sara; Winkler, Michael 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: RE: ARO information for Ghent FreonjCFC Equipment 

From: Smith, Dave 
Sent: Wednesday, November 30, 2011 2:55 PM 
To: Drake, Michael 
Subject: ARO information for Ghent FreonjCFC Equipment 

Mike: 

I have a budgetary quote of $35K for Ghent. This includes everything (labor, equipment, recovery and disposal fees) 
associated with all the Freon/CFC equipment (per regulation). The cost is directly related to the amount of CFCs and 
the amount of equipment. 

So, Ghent has 2000 Ibs of CFC's in about 100 pieces of equipment; this is more than any other site. You could say this 
disposal cost works out to about $ 18/lb of refrigerant. 

EW Brown has approximately 300 Ibs of refrigerant 
Tyrone has 100 Ibs 
Cane Run has 1100 Ibs 
Trimble County is somewhat less than Ghent (don't have a list of all their equipment; just the big ones) 
Mill Creek has a lot less of regulated refrigerant because they have already switched over their big chillers to a 
"substitute" refrigerant. I believe this would result in less $$ spent for disposal. . 

Please let me know if you need anything else. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Wiseman, Sara 
Tuesday, December 06, 2011 10:29 AM 
Trimble, Robert 
Crescente, Angela 
RE:ARO 

Robby: Are you on track to have this info for us tomorrow (Wednesday)? 

From: Trimble, Robert 
Sent: Friday, December 02, 2011 10:26 AM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: ARO 

Angela, 
Breaker Bushings 

• We have 3,774 bushings in service manufactured prior to 1979 - these cost $1,000 to dispose of ($3.7 million) 
they won't all be PCB but I think we need to assume they are. 

I'll have transformer bushing information middle of next week 

Robby Trimble 1 Manager Transmission Line Services 1859-367-5709 Office 1 859-576-0045 Mobile 1189*60*11756 Nextel DC 1 
502-217-2100 Fax 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Importance: 

Beyerle, Jude 
Monday, December 05,2011 9:37 AM 
McFarland, Beth; Crescente, Angela; Wiseman, Sara 
ARO - Distribution Substations 

High 

Based on our recent meetings, the ARO for Distribution Substations is updated as follows: 

tjAJ 
Electric 

Di.tribution Reti". 

Jude Beyerle PE 

Group Leader - Substation Engineering - Distribution 

5023648642 (office) 
502 648 9859 (cell) 

jude.beyerle@lge-ku.com 
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ELECTRIC DISTRIBUTION RETfRE.MENT UNITS 

FERC DESClUPTION ACCOUNT RETfREMENT UNiT DY..5CRJPTJON AROREVIEW: 

LAND & LAND RIGHTS 136010 RIGHTS OF WAY No emironmental or contractual obligations for removal. 

LAND & LAND RIGHTS 136020 LAND No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 ACCESS ROAD No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 AIR CONDlT10NER No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 Al\TNUNCIATOR SYSTEM No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 BERMS No environmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 BUILDING No emironmental or contractual obligations forremovat. 

SUBSTATIONS·STRUCTURES 136100 BUILDINGS & STRUCTURES No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 BUSHING No environmental or contractual obligations for removal. 
SUBSTATIQ}l"S·STRUCTURES 136100 CABINETS No emironmental or contractual obligations for removal. 
SUBST A TIONS·STRUCTURES 136100 CABINETS· STATION No emironmental or contractual obligations forremo\'al. 

SUBSTATIONS·STRUCTURES 136100 CEILING No environmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 CHARGER, BATTERY No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 CONTROL BLDG, EXCL. FOUNDATION No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 CONTROL BUILDING· POWER PAt"l"EL No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 CULVERT No emlrorunental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 CURBS & WALLS· RETAINING No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 DOORS· EXTERIOR No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 DRAINAGE· YARD & BUILDING No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 DRAINAGE INFRASTRUCTURE No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 El\'TRANCE ROADS & DRIVES No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 EXCAVATION & BACKFILL No emlronmental or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 FENCE No emlronmental or contractual obligations for remo\-al. 

SUBSTATlONS·STRUCTURES 136100 FENCES AND ENCLOSURES No emironmental or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 FILL & GRADE No emlronmentai or contractual obligations for remo\-al. 

SUBSTATlONS·STRUCTURES 136100 FIRE EXTIl\'GUISHERS No emlromllental or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 FLOOR PLATE, STEEL No emlronmentai or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 FLOOR, CONCRETE No emlronmental or contractual obligations for remo\'-al. 

SUBSTATlONS·STRUCTURES 136100 FLOOR, COVERING Yes emironmental or contractual obligations for remo\-al. jfasbestos 

SUBSTATlONS·STRUCTURES 136100 FUSECAUIl\'ET No en\lcomllental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 GATE No emlronmental or contractual obligations for removal. 

SUBSTATlONS·STRUCTURES 136100 HEATER No emiromnental or contractual obligations for remo\-al. 

SUBSTATlONS·STRUCTURES 136100 HEATIl\'G, COOLING, VENTILATING LOT No emironmental or contractual obligations for removal. 

SUBSTATlONS·STRUCTURES 136100 HOIST· STATIONARY EACH No emironmental or contractual obligations for remm-al. 

SUBSTATIONS·STRUCTURES 136100 HVAC No emironmenlal or contractual obligations for remo\-al. 

SUBSTATlONS·STRUCTURES 136100 HYDRANT· FIRE No emironmenlal or contractual obligations for remm-al. 

SUBSTATIONS·STRUCTURES 136100 INDICATORS No cmironmenlat or contractual obligations for remm-ai. 

SUBSTATIONS·STRUCTURES 136100 INITIAL SITE No emironmenlal or contrachlal obligations for remo\-ai. 

SUBSTATIONS·STRUCTURES 136100 INSULATION· BUILDING No cmironmental or contrach!al obligations for remo\-ai. 

SUBSTATIONS·STRUCTURES 136100 lNTERCO:\I1\fUNICArION SYSTEM No emironmental or contractual obligations for remo\-aL 

SUBSTATlONS·STRUCTURES 136100 LAMP, INDICATING No cmironmental or contractual obligations for remo\-aL 

SUBSTATIONS·STRUCTURES 136100 LANDSCAPING No emironmental or contractual obligations for remo\-aL 

SUBSTATIONS·STRUCTURES 136100 LIGHTING No emironmental or contractnal obligations for remo\-aL 

SUBSTATIONS·STRUCTURES 136100 LIGHTING FLXTURES No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 LIGHTING SYSTE/'o,[ No emironmental or contractual obligations for remo\-aL 

SUBSTATI0NS·STRUCTURf:'s 136100 MAIN BUILDING ELEVATOR Ye~ cmironmental or contractual obligations for removal. if asbestos brake~c1utch 

SUBSTATIONS·STRUCTURES 136100 MANHOLES No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 PANELBOARDS No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 PANELS - CONTROLS & INSTRUMENTS No emironmental or contractual obligations for renlO\-a1. 

SUBSTATI0NS·STRUCTURf:.S 136100 PARKING LOT SUBSURFACE No emironmcntal or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 PARKIl\'G LOT SURFACE No emironmental or contractual obligations for remo\-aL 

SUBSTATIONS·STRUCTURf:.S 136100 PARTITIONS No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 PAVEMENT No emironmental or contractual obligations for removaL 

SUBSTATI0NS·STRUCTURES 136100 PAVING No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 PIPE No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 PITS· UNDERGROUND No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 PLATFORM No emironmental or contractual obligations for removaL 

SUBSTATIONS·STRUCTURf:.S 136100 PLUI'oIBING No emironmental or contractual obligations for remo\-aL 

SUBSTATlONS·STRUCTURES 136100 POTHEADS No emironmental or contractual obligations for removal 

SUBSTATlONS·STRUCTURES 136100 PUMP No environmental or contractual obligations for removaL 

SUBSTATI0NS·STRUCTURf:.S 136100 RACK, BArrERY No emironmental or contractual obligations for remo\-aL 

SUBSTATIONS·STRUCTURES 136100 RELAYS No emironmental or contractual obligations for removal 

SUBSTATIONS·STRUCTURES 136100 RESISTORS, GROUNDING EACH No emironmental or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 RETAINING WALL No emironmental or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES 136100 ROAD OR DRIVEWAY SUBSURFACE No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 ROAD OR DRIVEWAY SURFACE No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 ROADWAYS No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 ROCK SURFACE No emironmental or contractual obligations for removal 

SUBSTATI0NS·STRUCTURES 136100 ROOF Yes emironmental or contractual obligations for removal. if asbestos 

SUBSTATIONS·STRUCTURES 136100 SAFETY SWITCH No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 SANITARY SEWERS No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 SENSING DEVICES No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 SEWAGE SYSTEM No emironmental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 SHELVES & BlNS No emlronmental or contractual obligations for remo\-al. 

SUBSTATIONS·STRUCTURES }361oo SIGNS No emlrolUlIental or contractual obligations for remo\-al. 

SUBSTATlONS·STRUCTURES 136100 SITE PREPARATION No emlromnental or contractual obligations for removal. 

SUBSTATIONS·STRUCTURES 136100 STORAGE CABINET No e!l\ironmenlal or contractual obligations for removal. 

SUBSTATlONS·STRUCTURES 136100 STORAGE SHED No e!l\ironmental or contractual obligations for removal. 
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FERC DESCRIPTION ACCOUr-.T RETIREMENT UNiT DESCRIPTION AROREVIEW: 
SUBSTATIONS-STRUCTURES 136100 STRUCTURAL STEEL No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 STRUCTURES No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 SUBSTRUCTURE No emironmental or contractual obligations for remoyai. 
SUBSTATIONS-STRUCTURES 136100 SUMP PUMP No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 SWITCHES - CONTROL CIRCUITS No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 SWITCHES (EACH) (07632) No emironmental or contractual obligations for remo\'aL 
SUBSTATIONS-STRUCTURES 136100 TOWERS No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 TRANSFORMER No em-ironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 TRANSMITTERS No em1ronmental or contractual obligations for remo\'aL 
SUBSTATIONS-STRUCTURES 136100 TUBING & FITTINGS No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 TUNNEL No enviro!Unental or contractual obligations for remo\'al. 
SUBSTATIONS-STRUCTURES 136100 VENTILATING FAN & HOOD No environmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 VENTILATION SYSTEM No em-ironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 W ALKWA YS & SIDEWALKS No environmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 WALLS No environmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 WINDOWS No emironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTIJRES 136100 WI REWA Y & CABLETROUGH No environmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 WIRING - BUILDING Yes environmental or contractual obligations for removal. if asbestos 
SUBSTATIONS-STRUCTURES 136100 YARD DRAINAGE SYSTEM No environmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 YARD GRADING & SURFACING No cmironmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 YARD IMPROVEMENTS No environmental or contractual obligations for removal. 
SUBSTATIONS-STRUCTURES 136100 YARD LIGHTING No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 #12 CABLE No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 1 lIr CONDUIT IN CONCRETE No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 1 112" PIPE No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 1 CONDUCTOR No environmental or contractual obligations for removal. 
SUBST ATIONS--EQUIPMENT 136200 1000 MCM CONDUCTOR No environmental or contractual obligations for removal. 
SUBST A TIONS--EQUIP~IENT 136200 101 MCM ACSR CONDUCTOR No environmental or contractual obligations for removal. 
SUBST A TIONS--EQUIP~IENT 136200 12 FIBER OPTIC CABLE, FOCAS No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 12 FIBER OPTIC CABLE, OPGW No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 123,270 ACAR WIRE No environmental or contractual obligations for umoval. 
SUBSTATIONS--EQUIPMENT 136200 1272 MCM ACSR CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 1500 MC~I UGAL CABLE No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUlnIE1\'T 136200 1590 ACSR CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUlP~fE1\'T 136200 19iC CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUlP~fE1\'T 136200 195,700 ACAR WIRE No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~fENT 136200 2 COPPER CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPME1\'T 136200 2/0 COPPER CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUlP~fEh'T 136200 20 M.A.W. MESSENGER WIRE No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUlPMENT 136200 200 MCM liC 500/600V CABLE No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMEh'T 136200 2000 MC~I lIC lOOOV CABLE No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUlP}.IENT 136200 2000 MCM lIC 500/600V CABLE No em-ironmental or contractual obligations for removal. 
SUBSTATIONS--EQUlP}.IENT 136200 2156 ACSR CONDUCTOR No em-ironmental or contractual obligations for removal. 
SUBSTATIONS--EQUlPMENT 136200 22 FIBER OPTIC CABLE, OPWG No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 24 FIBER OPTIC CABLE, FOCAS No em-ironmental or contractual obligations for removal. 
SUBSTATIONS--EQUlPMENT 136200 24 FIBER OPTIC CABLE, GPGW No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 250 MCM COPPER CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 266 MCM ACSR CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 3 TRIAD No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 3 UNIT METAL CLAD SWITCHGEAR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 3/0 COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--):<:QUIPMENT 136200 300 l\ICM COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 336,400 19 STR. ALL ALUMINUM No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 350 ~IG\I COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 378 MCM ACSR BARE No emironmental or contractual obligations for removal. 
SUBS T A TIONS--EQUIP~ fENT 136200 392,500 24/13 ACAR WIRE No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 397 MC?I ACSR CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 4 COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~{ENT 136200 4fO COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 477 MCM ACSR CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~fENT 136200 48 FIBER OPTIC CABLE, OPOW No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 4A COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~fENT 136200 500 MC]I.! COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBS T A TIONS--EQUIP~ fENT 136200 520 MCM CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 556 MCM ACSR CONDUCTOR No emironmental or contractual obligations for removal. 
SUBST A TIONS--EQUIP~ fENT 136200 6 COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 600 MCM CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 636 MCM ALUMINUM CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 650 MC]I.! COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 6A COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 7fC CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 750 MCM COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 795 MCM ALUMINUM CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~IENT 136200 8 COPPER CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~lENT 136200 80 MCM ACSR CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~lENT 136200 840,200 24/13 ACAR WIRE No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUlP~I"ENT 136200 8A COPPER CONDUCTOR No environmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~fENT 136200 9/C CONDUCTOR No em-ironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP~lENT 136200 954- MC]I.{ ACSR CONDUCTOR No em-ironmentai or contractual obligations for removal. 
SUBSTATIONS--EQUIP1lEh'T 136200 987 UG CONDUCTOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP1lENT 136200 AC POWER SUPPLY No em-ironmental or contractual obligations for remo\"3.1. 
SUBS T ATIONS--EQUIPMENT 136200 ACCESS ROAD No fmlronmental or contractual obligations for removal. 
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SUBSTATIONS--EQUIPMENT obligations for remova!' 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM No environmental or contractual obligations for remo\..,!. 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM TUBING, I" No environmental or contractual obligations for remo,..,!. 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM TUBING, r No emlronmental or contractual obligations for remo,..,\' 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM TUBING, 3" No environmental or contractual obligations for remo'"li!. 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM TUBING, 4" No environmental or contractual obligations for remo,..,!. 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM TUBING, 5" No environmental or contractual obligations for remo\..,\' 
SUBSTATIONS--EQUIPMENT 136200 ALUMINUM TUBING, 6" No cmironmental or contractual obligations for remo\..,\' 
SUBSTATIONS--EQUIPMENT 136200 At~NUNCIATOR SYSTEM No cnvironmental or contractual obligations for remo,..,\' 
SUBSTATIONS--EQUlPMENT 136200 At~TENNA No cmironmental or contractual obligations for remo,..,\' 
SUBSTATIONS--EQUlPMENT 136200 At~TENNA.lDJSHES No cmironmcntal or contractual obligations for remo,..,\' 
SUBSTATIONS--EQUlPMENT 136200 ARRESTERS - DISTRIBUTION No emironmental or contractual obligations for remo,..,\' 
SUBSTATIONS--EQUlPMENT 136200 ARRESTERS - NEW No emironmental or contractual obligations for remo,..,\' 
SUBSTATIONS--EQUlPMENT 136200 BASE STATIONS No cmironmental or contractual obligations for remo,..,t 
SUBSTATIONS--EQUJPMENT 136200 BATTERY EQUIPMENT No cmironmental or contractual obligations for remo\"liL 
SUBSTATIONS--EQUJPMENT 136200 BERMS No cmironmental or contractual obligations for remo\"liL 
SUBSTATIONS--EQUJPi\fENT 136200 BUILDING No cmironmental or contractual obligations for remO\"liL 
SUBSTATIONS--EQUJPi\fENT 136200 BUILDINGS & STRUCTURES No cmironmental or contractual obligations for remO\"liL 
SUBSTATIONS--EQUIPMENT 136200 BUS EQUIPMENT No emirorunental or contractual obligations for remO\"liL 
SUBSTATIONS--EQUIPMENT 136200 BUSHING No cmirorunental or contractual obligations for femO\"liL 
SUBSTATIONS--EQUIPMENT 136200 BUSS SUPPORTS No cmirorunenlal or contractual obligations for femO\"liL 
SUBSTATIONS--EQUIPMENT 136200 CABINETS No cmirorunenlal or contractual obligations for remO\"liL 
SUBST ATIONS--EQUIPMENT 136200 CABINETS - STATION No emirorunenlal or contractual obligations for remO\"liL 
SUBSTATIONS--EQUIPMENT 136200 CABLE No cmironmenlai or contractual obligations for femO\"liL 
SUBSTATIONS--EQUJPMENT 136200 CABLE TRENCHES No emirorunenlai or contractual obligations for remO\"liL 
SUBSTATIONS--EQUIPMENT 136200 CAPACITORS No cmirorunenlai or contractual obligations for remo\..,\' 
SUBSTATIONS--EQUJPMENT 136200 CARRIER No cmlrorunenlai or contractual obligations for remO\"li\. 
SUBSTATIONS--EQUJPMENT 136200 CC VOLTAGE TRANSFORMER - 138KV No cmirorunenlai or contractual obligations for remO\"liL 
SUBSTATIONS--EQUIPMENT 136200 CC VOLTAGE TRANSFORMER - 161KV No cm1rorunenlai or contractual obligations for remO\"liL 
SUBSTATIONS--EQUJPMENT 136200 CC VOLTAGE TRANSFORMER - 345KV No cmirorunenlai or contractual obligations for remO\"li\. 
SUBSTATIONS--EQUJPMENT 136200 CC VOLTAGE TRANSFORMER - 550KV No cmirorunenlal or contractual obligations for remo\..,L 
SUBSTATIONS--EQUJPMENT 136200 CEILING No cmirorunenlal or contractual obligations for remO\"liL 
SUBSTATIONS--EQUJP},IENT 136200 CHARGER., BATTERY No cmirorunental or contractual obligations forremO\"liL 
SUBSTATIONS--EQUJP},IENT 136200 CIRCUIT BREAKER - I5000V 400A IOL No cn,irorunentai or contractual obligations for remo\..,L 
SUBSTATIONS--EQUJPMENT 136200 CIRCUIT BREAKERS Ycs cn,irorunenlal or contractual obligations for femO\..,\' if asbestos arc chutes 

SUBSTATIONS--EQUIP~IENT 136200 COAX CABLE No cmironmental or contractual obligations for remo\..,L 
SUBSTATIOXS--EQUIP~IENT 136200 COXDUCTOR No cmironmental or contractual obligations for remo,..,L 
SUBSTATIOXS--EQUIPi\IENT 136200 CONDUIT No cmironmental or contractual obligations for remo,..,L 
SUBSTATIOXS--EQUlPi\IENT 136200 CONTROL BLDG, EXCL. FOUNDATION No cmironmental or contractual obligations for remo,..,L 
SUBSTATIONS--EQUlPi\.IENT 136200 CONTROL BUILDING· POWER PANEL No cmironmental or contractual obligations for remo,..,L 
SUBSTATIONS--EQUIPi\.IENT 136200 CROSS ARi\IS No cmironmental or contractual obligations for remo,..,I. 
SUBSTATIOXS--EQUIPi\.IENT 136200 CULVERT No emironmental or contractual obligations for remo,..,l. 
SUBSTATIONS--EQUIPMENT 136200 CURBS & WALLS· RETAINING No emironmental or contractual obligations for rcmo,..,l. 
SUBSTATIOXS--EQUlPi\.IENT 136200 DC - DC CONVERTER No emironmentai or contractual obligations for rcmo,..,l. 
SUBSTATIONS--EQUIPMENT 136200 DIGITAL SWITCHING EQUIPMENT No emironmental or contractual obligations for rcmo,..,l. 
SUBSTATIONS--EQUIPMENT 136200 DlSPATCH Cm.IPUTER No emironmental or contractual obligations for remo,..,l. 
SUBSTATIONS--EQUIPMENT 136200 DlSTRIBUTION SUBSTATION No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 DOORS - EXTERIOR No environmental or contractual obligations for remo,..,l. 
SUBSTATIONS--EQUIPMENT 136200 DRAINAGE - YARD & BUILDING No cmirorunental or contractual obligations for removal. 
SUBSTATIONS--EQUlPMENT 136200 DRAINAGE INFRASTRUCTURE No emironmental or contractual obligations for remo,..,l. 
SUBSTATIONS--EQUlPMENT 136200 DUCTS No em~ronmental or contractual obligations for remo,..,L 
SUBSTATIONS--EQUIPMENT 136200 ENERGY MANAGEMENT SYSTEM No emirOlUllental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 ENTRANCE ROADS & DRIVES No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 EXCAVATION & BACKFILl. No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FAULT RECORDER No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FENCE No emironlllental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FENCES AND ENCLOSURES No emirorunental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FJBERDUCT No emirOllmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FJBER OPTIC CABLE No emirorunental or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 FJBER OPTIC CABLE SPLICER No emirorunental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FJBER OPTIC CHM'NEL BANK No em1rOlmlentai or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 FJBER OPTIC MULTICHANEL RACK No ell\irolUllental or contractual obligations for remo,..,l. 
SUBSTATIONS--EQUJPMENT 136200 FJBER OPTIC RECEIVER No cnvirorunental or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 FJBER OPTIC TRANSCEIVER No ell\1fonmental or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 FJBER OPTIC TRANSMITTER No cmirOlUllental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FILL & GRADE No Cll\irOlUllental or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 FIRE EXTINGUISHERS No Cll\ironmental or contractnal obligations for removal. 
SUBST ATIONS--EQUIPMENT 136200 FISHER PIERCE CURRENT CONTROL No cnvirOlUllental or contractual obligations for remo'lIl. 
SUBSTATIONS--EQUIPMENT 136200 FISHER PIERCE CURRENT SENSOR No emironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FLOOR PLATE, STEEL No Cll\1fOlmlental or contractual obligations for remo\lIl. 
SUBSTATIONS--EQUIPMENT 136200 FLOOR, CONCRETE No Cll\1r01Ullental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 FLOOR, COVERING Ycs emironmental or contractual obligations for remO\..,1. if asbestos 
SUBSTATIONS--EQUJPMENT 136200 FUSE CABINET No cm1rOlUllelltai or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 GATE No cm1rolllllental or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136200 GENERATION METER No Cll\1f01Ullental or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 GENERATOR No ell\1r01Ullental or contractual obligations for removal. 
SUBSTATIONS--EQUJPMENT 136200 GROUND No ell\1rorunental or contractual obligations fOf removal. 
SUBSTATIONS--EQUJPMENT 136200 GROUND RODS No envirOlllllental or contractual obligations for remo\..,\' 
SUBSTATIONS--EQUJPMENT 136200 GROUNDING SYSTE~I No emifolllllental or contractual obligations for remom\. 
SUBSTATIONS--EQUIPi\.fENT 136200 GUY No emironmental or contractual obligations for rcmo,..,!. 
SUBSTATIONS--EQUIPi\fENT 136200 H-BEAM STEEL GUY No emironmental or contractual obligations for remo,..,l. 
SUBSTATIONS--EQUIPMENT 136200 HEATER No environmental or contractual obligations for rcmo\..,l. 
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YERC DESCRIPTION 
SUBSTATIONS--EQUlPMENT 
SUBST ATIONS--EQUIPMENT 
SUBST ATIONS--EQUlPMENT 
SUBST ATIONS--EQUlPMENT 
SUBSTATIONS--EQUlPMENT 
SUBSTATIONS--EQUlPMENT 
SUBSTATIONS--EQUlPMENT 
SUBSTATIONS·-EQUIP1IENT 
SUBSTATIONS·-EQUIPMENT 
SUBSTATIONS··EQUlP1IENT 
SUBSTATIONS··EQUlP;\IENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIP;\fENT 
SUBSTATIONS .. EQUIP;\IENT 
SUBSTATIONS--EQUIP;\fENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBST ATIONS--EQUIPMENT 
SUBST ATIONS--EQUIPMENT 
SUBST ATIONS--EQUIPMENT 
SUBST ATIONS--EQUIPMENT 
SUBST ATIONS--EQUIPMENT 
SUBST A TIONS--EQUIPMENT 
SUBST A TIONS--EQUIPMENT 
SUBST A TIONS--EQUIPMENT 
SUBST A TIONS--EQUIPMENT 
SUBST A TIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP;\fENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS··EQUIP;\IENT 
SUBSTATlONS··EQUIP;\IENT 
SUBSTATIONS··EQUIP;\IENT 
SUBSTATIONS··EQUIP;\£ENT 
SUBSTATIONS··EQUIP;\£ENT 
SUBSTATIONS •• EQUIP;\£ENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUlP1IENT 
SUBSTATIONS-·EQUlPMEl\'Y 
SU8STATIONS--EQUlP1IENT 
SU8STATIONS--EQUIPMENT 
SU8STATIONS--EQUIPMENT 
SU8STATIONS--EQUIPMENT 
SU8STATIONS--EQUIPMENT 
SU8STATIONS--EQUIPMENT 
SU8STATIONS--EQUIPMENT 
SU8STATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBST A TIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP:"lENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP;\lENT 
SUBSTATlONS--EQUIPMENT 
SUBSTATIONS •• EQUIPMENT 
SUBSTATIONS··EQUIPMENT 

ACCOUNT RETIREMENT UNIT DESCRIPTION 
136200 HEATING, COOLING, VENTILATING LOT 
136200 HIGH VOLTAGE FUSE ASSEMBLY 
136200 HOIST· STATIONARY EACH 
136200 HVAC 
136200 HYDRAt~T - FIRE 
136200 INDICATOR· I PH FAULT 
136200 INDICATOR 3 PH FAULT 
136200 INDICATORS 
136200 INITIAL SITE 
136200 INSTRUMENT TRANSW11ER 
136200 INSULATING PLATES 
136200 INSULATION· BUILDING 
136200 INSULATORS - SUBSTATION 
136200 INTERCHANGE METER 
136200 lNTERCOMtl1UNICATION SYSTEM 
136200 JUMPER STRUT ASSEMBLY 
136200 KNEE BRACES 
136200 LAMP, INDICATING 
136200 LANDSCAPING 
136200 LIGHT WAVE TERMINALS 
136200 LIGHTING 
136200 LIGHTlNG FIXTURES 
136200 LIGHTING SYSTEM 
136200 LINE TRANSFORMER INSTALLS 
136200 LINE TRAP 
136200 LINE TUNER 
136200 LTC· LOAD TAP CHANGING 
136200 MAIN BUILDING ELEVATOR 
136200 :to.1A.t'lHOLES 
136200 MARKERS, AERIAL WIRE 
136200 METERS 
136200 MISCELLANEOUS EQUIPMENT 
136200 MODEMS 
136200 MOTOR OPERATOR 
136200 MULTIPLEX EQUIPMENT 
136200 MULTIPLEXERICHAI\TNEL BANKS 
136200 NETWORK TRANSF. CONVERSION 
136200 NOISE ABATEMENT·ACTIVE 
136200 NOISE ABATEMENT·PASSIVE 
136200 OVERIIEAD SWITCH 
136200 PAD/MAT 
136200 PANEL EQUIPMENT 
136200 PANELBOARDS 
136200 PANELS· CONTROLS & INSTRUMENTS 
136200 PARKING LOT SUBSURFACE 
136200 PARKING LOT SURFACE 
136200 PARTITIONS 
136200 PAVEMENT 
136200 PAVING 
136200 PIERS 
136200 PIPE 
136200 PITS· UNDERGROUND 
136200 PLATFORM 
136200 PLATFORtllS NEW (05491) 
136200 PLUMBING 
136200 POLE WOOD 100 FT 
136200 POLE WOOD 105 FT 
136200 POLE WOOD 110FT 
136200 POLE WOOD 20 FT 
136200 POLE WOOD 25 FT 
136200 POLE WOOD 30 FT 
136200 I'OLE WOOD 35 FT 
136200 POLE WOOD 40 FT 
136200 POLE WOOD 45 FT 
136200 POLE WOOD 50 FT 
136200 POLE WOOD 55 FT 
136200 POLE WOOD 60 FT 
136200 POLE WOOD 65 FT 
136200 POLE WOOD 70 FT 
136200 POLE WOOD 75 FT 
136200 POLE WOOD 80 FT 
136200 POLE WOOD 85 FT 
136200 POLE WOOD 90 FT 
136200 POLE WOOD 95 FT 
136200 POLE WOOD UNDER 20 FT 
136200 PORTABLE SUBSTATION 
136200 POTHEADS 
136200 POWER CABLE 
136200 POWER CONVERTER 
136200 PROTECTOR, NETWORK 
136200 PUMP 
136200 RACK, BATIERY 
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AROREVlEW: 
No emlronmental or contrachlal obligations for removal. 
No emlronmental or contractual obligations for removal. 
No emironmental or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remoml. 
No emlronmental or contrachlal obligations for remo\lll. 
No emironmental or contractual obligations for remo\lll. 
No emironmental or contractual obligations for removal. 
No environmental or contractual obligations for remo\lll. 
No emironmen!al or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remo\lll. 
No emironmental or contractual obligations for umo\lll. 
No emironmental or c()ntractual obligations for rcmo\lll. 
No emironmcnlal or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remo\lll. 
No emironmenlal or contractual obligations for remo\lll. 
No emironmental or contractual obligations for removal. 
No cmironmenlal or contractual obligations for removal. 
No cmironmental or contractual obligations for removal. 
No cmironmental or contractual obligations for removal. 
No cmironmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
Yes emironmental or contractual obligations for removal. if asbestos brake/clutch 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for remO\lll. 
No environmental or contractual obligations for remO\lll. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No cnvironmental or contractual obligations for removal. 
No environmental or contractual obligations for remo\lll. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No environmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No emirOlmlental or contractual obligations for removal. 
No emirOlmlental or contractual obligations for removal. 
No emirolUnenta\ or contractual obligations for remo\lll. 
No environmental or contractual obligations for removal. 
No emirOlUnenta\ or contractual obligations for remo\lll. 
No emirOlUnenta\ or contractual obligations for removal. 
No emirorunenta\ or contractual obligations for removal. 
No emiromnenta\ or contractual obligations for removal. 
No emironmental or contractual obligations for remo\llt 
No emironmenta\ or contractual obligations for remo\ll1. 
No emirOIUnentat or contractual obligations for remo\ll1. 
No emironmenta\ or contractual obligations for removal. 
No emironmenta\ or contractual obligations for remo\lll. 
No emironmentat or contrachlal obligations for remo\lll. 
No emironmental or contrachlal obJigations for remo\lll. 
No emironmental or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remo\lll. 
No emironmenta\ or contractual obligations for remo\lll. 
No en\ironmenta\ or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remmlll. 
No en\ironmental or contractual obligations for remo\lll. 
No en\lronmental or contractual obligations for remo\lll. 
No emironmental or contractual obligations for remO\lll. 
No emlronmental or contractual obligations for remO\lll. 
No emironmental or contractual obligations for remmlll. 
No emironmental or contractual obligations for remmlll. 
No emironmental or contractual obligations for remo\lll. 
No environmental or contractual obligations for remmlll. 
No emlronmental or contractual obligations for remo\lll. 
No emlronmental or contractual obligations for removal. 
No emlronmental or contractual obligations for removal. 
No emironmental or contra chilli obligations for removal. 
No emironmental or contractual obligations for removal. 
No emirollmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No emirollmental or contractual obligations for re01o\lll. 
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FERe DESClUPTION 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlP~IENT 

SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIP.MENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUlP1IENT 
SUBSTATIONS··EQUlP1IENT 
SUBSTATIONS··EQUJP1IENT 
SUBSTATIONS··EQUJPMENT 
SUBSTATIONS··EQUJPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SU8STATIONS··EQUIP~IENT 

SU8STATIONS··EQUlPMENT 
SUBSTATlONS··EQUlPMENT 
SUBSTATlONS.·EQUlPMEl\'T 
SUBSTATlONS··EQUlPMENT 
SUBSTATlONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATlONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUlPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS·· EQUIP1IEl\'T 
SUBSTATlONS··EQUIPMENT 
SUBSTATlONS··EQUIPMENT 
SUBSTATlONS··EQUIPMENT 
SUBST ATIONS··EQUIPMENT 
SUBSTATlONS··EQUIPMENT 
SUBST A TlONS··EQUIPMENT 
SUBST A TlONS··EQUIPMENT 
SUBST A TIONS··EQUIPMENT 
SUBST ATfONS··EQUIPMENT 
SUBST ATIONS··EQUIPMENT 
SUBST A TlONS··EQUIPMENT 
SUBST A TlONS··EQUIPMENT 
SUBST ATIONS··EQUIPMENT 
SUBSTATIONS-·EQUIP~IENT 

SUBSTATIONS··EQUIP~IENT 

SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIP1IENT 
SUBSTATIONS··EQUIP1IENT 
SUBST A TlONS··EQUIPMENT 
SUBST A TlONS··EQUIP11ENT 
SUBST A TIONS··EQUIP1iENT 
SUBST A TlONS··EQUIPMENT 
SUBST A TIONS-·EQUlPMENT 
SUBST A TlONS--EQUlPMENT 
SUBSTATIONS--EQUIP11ENT 
SUBST A TIONS-·EQUIPMENT 
SUBSTATIONS-·EQUIPMENT 
SUBSTATIONS-·EQUIPMENT 
SUBSTATIONS-·EQUIPMENT 

ACCOUNT RETIREl\fENTUNIT DESCRIPTION Ano REVIEW: 
136200 REACTORS No ell\ironmental or contractual obligations for remo\-al. 
136200 RECEIVERS No ell\ironmental or contractual obligations for removal. 
136200 RECLOSER, MISCELLANEOUS No environmental or contractual obligations for removal. 
136200 REGULATORS No ell\ironmental or contractual obligations for remo\'lI1. 
136200 RELAYS No environmental or contractual obligations for remo\'lI1. 
136200 REMOTE TERMINAL UNIT No environmental or contractual obligations for remo\'lI1. 
136200 RESISTORS, GROUNDING EACH No environmental or contractual obligations forremo\'lI1. 
136200 RETAINING WALL No ell\ironmental or contractual obligations for remo\'lI1. 
136200 RF RECEIVERS No emironmental or contractual obligations for remo\'lI1. 
136200 RF TRANSCEIVERS No emironmental or contractual obligations for removal. 
136200 RF TRANSMITTERS No environmental orc{)fltractual obligations for re!1I0\"31. 
136200 RHEOSTATS No environmental or contractual obligations for removal. 
136200 ROAD OR DRlVEWA Y SUBSURFACE No environmental or contractual obligations for removal. 
136200 ROAD OR DRlVEWA Y SURFACE No environmental or contractual obligations for remo\"31. 
136200 ROADWAYS No em1rOIllllental or contractual obligations for remo\"31. 
136200 ROCK SURFACE No emironmental or contractual obligations for remO\"31. 
136200 ROOF Yes emironmenlal or contractual obligations for remom\. if asbestos 
136200 SAFETY SWITCH No environmental or contractual obligations forremo\"31. 
136200 SANITARY SEWERS No environmental or contractual obligations for remo\"31. 
136200 SCADA No environmental or contractual obligations for remo\"3i. 
136200 SENSING DEVICES No environmental or contractual obligations for remO\"3i. 
136200 SEWAGE SYSTEM No environmental or contractual obligations for remO\"31. 
136200 SHELVES & BINS No environmental or contractual obligations for remO\"31. 
136200 SIGNS No environmental or contractual obligations for remO\"31. 
136200 SITE PREPARA nON No environmental or contractual obligations for remO\"31. 
136200 SKY WIRE No environmental or contractual obligations for remO\"31. 
136200 STATION POWER TRANSFORMER No environmental or contractual obligations forremO\"31. 
136200 STORAGE CABINET No environmental or contractual obligations for remO\"31. 
136200 STORAGE SHED No environmental or contractual obligations for remO\"31. 
136200 STRUCTURAL STEEL No environmental or contractual obligations for remO\"31. 
136200 STRUCTURES No environmental or contractual obligations for remO\"31. 
136200 SUBGRADE SPLICE BOXES No environmental or contractual obligations for remO\"31. 
136200 SUBSTATION MONITORING AND CONTRO No environmental or contractual obligations for remO\"3l. 
136200 SUBSTRUCTURE No environmental or contractual obligations for remO\"31. 
136200 SUMP PU~IP No environmental or contractual obligations for remO\"3l. 
136200 SUPERVISORY CARtE No environmental or contractual obligations for removal. 
136200 SUPERVISORY CABLE NEW No environmental or contractual obligations forremo\"3l. 
136200 SUPERVISORY CONTROL No environmental or contractual obligations for removal. 
136200 SWITCH· 0·6 AMP LINCOLNTROL No emironmental or contractual obligations for removal. 
136200 SWITCHES· CONTROL CIRCUITS No emironmental or contractual obligations for removal. 
136200 SWITCHES· CUTOUT No environmental or contractual obligations for removal. 
136200 SWITCHES· CUTOUT NEW No em1ronmental or contractual obligations for removal. 
136200 SWITCJIES· DISCONNECT NEW No emironmental or contractual obligations for remo\"3J. 
136200 SWITCIIES· MISC. NEW No em1ronmental or contractual obligations for remo\"3J. 
136200 SWITCIIES (EACH) (07632) No em1rOIllllental or contractual obligations for remo\"31. 
136200 SWITCHGEAR Yes emironmentaJ or contractual obligations for removal. ifasbestos arc chutes 
136200 SWITCHGEAR· 138KV S&C, 5BA Y No envirOIllnental or contractual obligations for removal. 
136200 SWITCHING EQUIPMENT No ell\ironmental or contractual obligations for remo\1l1. 
136200 TERMINAL ASSEMBLIES No ell\ironmental or contractual obligations for remo\1l1. 
136200 TERMINATOR CABINETS No ell\ironmental or contractual obligations for remo\1l1. 
136200 TOWERS No ell\ironmental or contractual obligations for remo\1l1. 
136200 TRANSCEIVERS No ell\ironmental or contractual obligations for remo\"3l. 
136200 TRANSDUCER No ell\ironmental or contractual obligations for remo\"31. 
136200 TRANSFORMER No ell\ironmental or contrachml obligations for remo\1l1. 
136200 TRANSFOR1IER· INSTALLATION COST No ell\ironmental or contrachml obligations for remo\"31. 
136200 TRANSFORMER· POWER No emironmental or contractual obligations for remo\1l1. 
136200 TRANSFORMER· STEP DOWN No emironmental or contractual obligations for relllo\"31. 
136200 TRANSFORMERS No ell\ironmental or contractual obligations for relllo\"31. 
136200 TRANSFORMERS· GROUNDING No clI\ironmental or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· .6 KVA No emironmental or contrachml obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· 1 KVA No emironmental or contractual obligations forremo\1lI. 
136200 TRANSFORMERS· OB IP· 1.5 KVA No cmironmental or contractual obligations for Te!1I0\"31. 
136200 TRANSFORMERS· OB IP· 10 KVA No emironmental or contractual obligations for remo\1l1. 
136200 TRANSFORl'o.IERS· OB IP· 100 KVA No emironmental or contractual obligations for relllo\"31. 
136200 TRANSFORl'o.IERS· OB IP· 1250 KVA No cmironmental or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· IS KVA No cmironmental or contractual obligations for remo\"3I. 
136200 TRANSFORMERS· OB IP· ISO KVA No cmironmental or contractual obligations for removal. 
136200 TRANSFORl'o.IERS· OB IP· 167 KVA No cmlronmentalor contractual obligations for remo\1lI. 
136200 TRANSFOR!'.IERS· OB IP· 2.5 KVA No cmlrorunentator contractual obligations for remo\1ll. 
136200 TRANSFORMERS· OB IP· 25 KVA No emironmentaLor contractual obligations for remon~l. 
136200 TRANSFORMERS· OB IP· 250 KVA No environmental or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· 3 KVA No cmlronmentaL or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· 333 KVA No emlronmenta\ or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· 37.5 KVA No cmironmentat or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· 5 KVA NQ cmironmental or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OB IP· 50 KVA No cmironmenta\ or contractual obligations for remo\"31. 
136200 TRANSFORMERS· OIl IP· 500 KVA No cmironmenta\ or contractual obligations forremo\'lI1. 
136200 TRANSFORMERS· 011 IP· 667 KVA No cmironmental or contractual obligations forremO\"31. 
136200 TRANSFORMERS· OHIP· 7.5 KVA No emironmental or contractual obligations forremO\"31. 
136200 TRANSFORMERS· OB IP ·75 KVA No cmironmental or contractual obligations forremO\"3L 
136200 TRANSFORMERS· OB Ip· 833 KVA No environmental or contractual obligations forremO\"31. 
136200 TRANSFORMERS· PM Ip· 10 KVA No ell\ironmentaJ or contractual obligations for remo\'lI1. 
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SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS·-EQUIPMENT 
SUBSTATIONS-·EQUIPMENT 
SUBSTATIO}.lS··EQUIPMENT 
SUBSTATIO}.lS··EQUIPMEh'T 
SUBSTATIO}.lS··EQUJP;\.IENT 
SUBSTATIO}.lS··EQUJP;\.IENT 
SUBSTATIO}.lS··EQUJPMEh'T 
SUBSTATIONS··EQUJPMEh'T 
SUBSTATIONS··EQUJPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP~lENT 

SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUInIENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS-·EQUIP~tENT 

SUBSTATiONS-·EQUJPMENT 
SUBSTATiONS··EQUJPMENT 
SUBSTATiONS··EQUJP;\fENT 
SUBSTATiONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIPMENT 
SUBSTATIONS··EQUIP;\.IENT 
SUBSTATIONS-·EQUIPMENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS--EQUIP1IENT 
SUBST ATIONS--EQUIP,\lENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBST ATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBST A TIONS--EQUIP11ENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS·-EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUIP;\.IENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS--EQUIP1IENT 
SUBSTATIONS-·EQUIP1IENT 
SUBST ATIONS--EQUIP1IENT 
SUBSTATIONS·-EQUJPMENT 
SUBSTATIONS--EQUIPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJPMENT 
SUBSTATIONS--EQUJP;\IENT 

136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136200 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 
136205 

-PMIP-looKVA 
TRANSFORMERS - PM IP - 15 KVA 
TRANSFORMERS - PM IP - 150 KVA 
TRANSFOR.c\IERS - P;\t IP - 167 KVA 
TRANSFORMERS - P:-'f IP - 225 KVA 
TRANSFORMERS - P;\t IP -25 KVA 
TRANSFORMERS - PM IP - 250 KVA 
TRANSFORMERS - PM IP -333 KVA 
TRANSFORMERS - PM IP· 375 KVA 
TRANSFORMERS - PM IP· 50 KVA 
TRANSFORMERS - PM IP· 500 KVA 
TRANSFORMERS· PM IP· 75 KVA 
TRANSFORMERS· PM 3P • 1000 KVA 
TRANSFORMERS· PM 3P ·112 KVA 
TRANSFORMERS ·PM3P· 112.5 KVA 
TRANSFORJo.1ERS· PM 3P - 1250 KVA 
TRANSFORJo.IERS· PM 3P - 150 KVA 
TRANSFORJo.IERS· P1[ 3P - 1500 KVA 
TRANSFORJo.IERS • PM 3P - 2000 KVA 
TRANSFORMERS· P~[ 3P - 225 KVA 
TRANSFORJo.IERS· P~[ 3P - 250 KVA 
TRANSFORMERS· PM 3P - 2500 KVA 
TRANSFORMERS· P~f 3P - 300 KVA 
TRANSFORMERS· P~[ 3P - 3000 KVA 
TRANSFORMERS· P~f 3P - 333 KVA 
TRANSFORMERS - P~f 3P - 45 KVA 
TRANSFORMERS - PM 3P - 500 KVA 
TRANSFORMERS - P~[ 3P - 5000 KVA 
TRANSFORMERS - P~[ 3P - 75 KVA 
TRANSFORJo.IERS - P~[ 3P -750 KVA 
TRANSFORJo.IERS - P~[ 3P - 833 KVA 
TRANSFORMERS· POWER 
TRANSMISSION SUBSTATION 
TRANS}'HTTERS 
TRENCH 
TUBING & FITTINGS 
TUNNEL 
UNINTERRUPTIBLE POWER SUPPLY 
VACUUM INTERRUPTER 
VAULT LOCATiONS 
VENTILATING FAt'l" & HOOD 
VENTILATION SYSTEM 
VOLTAGE CONTROL 
WALKWAYS & SIDEWALKS 
WALLS 
WAVEGUIDES 
WILDLIFE PROTECTION 
WINDOWS 
WI REWA Y & CABLETROUGH 
WIRING - BUILDING 
X BRACES 
YARD DRAINAGE SYSTEM 
YARD GRADING & SURFACING 
YARD L\IPROVEMENTS 
YARD LIGHTING 
Z FRAME SET 
3TRlAD 
AC POWER SUPPLY 
ALUMINU},I 
ALUMINUM TUBING, I" 
ALU1l1NUM TUBING, 2" 
ALU},lINUM TUBING, 3w 

ALU1l1NUM TUBING, 4" 
ALU1l1NUM TUBING, 5" 
ALU1UNU},f TUBING, 6" 
ANTENNNDISHES 
ARRESTERS - NEW 
BATTERYEQUJPMENT 
BUS EQUIPMENT 
CABLE 
CABLE TRENCHES 
CC VOLTAGE TRANSFORMER· 138KV 
CC VOLTAGE TRANSFORl>.1ER· 161KV 
CC VOLTAGE TRANSFORl>.iER· 345KV 
CC VOLTAGE TRANSFORMER· 550KV 
COAX CABLE 
CONDUCTOR 
DC· DC CONVERTER 
DIGITAL SWITCHING EQUIPMENT 
DISPATCH C011PUTER 
DISTRIBUTION SUBSTATION 
DUCTS 
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No emironmental or contractual 
No emironmental or contractual forremova], 
No emironmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal. 
No emironmental or contractual obligations for removal, 
No emironmental or contractual obligations for umoya], 
No emironmental or contractual obligations for remo\-al, 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\'31. 
No environmental or contractual obligations forremo\'31. 
No environmental or conlrachlal obligations for remo\'31. 
No environmental or contractual obligations forre1l10ml. 
No environmental or contractual obligations forremo\"al. 
No environmental or contractual obligations for remom1. 
No emiromnental or contractual obligations for remo\-a1. 
No emiron1l1entai or contractual obligations for remo\-a1. 
No emirOlllllenta\ or contractual obligations for remo\-al. 
No emiron1l1ental or contractual obligations for remO\-a1. 
No emironmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for removal. 
No emironmental or contractual obligations for remO\-a1. 
No environmental or contractual obligations for remO\-al. 
No environmental or contractual obligations for remo\-a1. 
No emironmental or c()ntractual obligations for remo\-a1. 
No em-ironmental or contractual obligations for remO\-a1. 
No em-ironmental or contractual obligations for remO\-a1. 
No em-irolllllental or contractual obligations for remO\-a1. 
No em1rolllllcntal or contractual obligations for remO\1\1. 
No environmental or contractual obligations for remo\1\1. 
No emirolllllcntal or contractual obligations for remo\1\1. 
No emirolllllcntal or contractual obligations for remo\1\1. 
No emirolllllental or contractual obligations for remO\-a1. 
No emirolllllental or contractual obligations for removal. 
No em1rolllllental or contractual obligations for remO\-a1. 
No em-irOlllllental or contractual obligations for remO\-a1. 
No em-irOlllllental or contractual obligations for remO\-a1. 
No environmental or contractual obligations for remO\·a1. 
No emirOIUllentat or contractual obligations for remo\-al. 
No emirOlllllental or contractual obligations for remo\-al. 
No emirOlllllentat or contractual obligations for remoml. 
No emirOlllllental or contrachml obligations for lemoml. 
No environmental or contrachlal obligations for remo\-al. 
No environmental or contrachlal obligations for removal. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for remo\-al. 
Yes environmental or c()ntractual obligations for remo\-al. if asbestos 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for removal. 
No environmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-a1. 
No emironmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for removal. 
No emironmental or contractual obligations for 1<:010\-a1. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-al. 
No cmironmental or contractual obligations for removal. 
No emironmental or contractual obligations for remo\-al. 
No emironmental or contractual obligations for remo\-al. 
No emironmcntal or contractual obligations for remo\-al. 
No environmental or contractual obligations for remo\-a1. 
No emironmcnlal or contractual obligations for remO\-a1. 
No em1rolllllentai or contractual obligations for removal. 
No emirOlllllentai or contractual obligations for remoml. 
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FERC DESCRIPTION ACCOUNT RETIREMENT UNIT DESCRIPTION ARO REVJEW: 
SUBSTATIONS··EQUIP.MENT 136205 FAULT RECORDER No environmental or contractual obligations for removaL 
SUBSTATJONS··EQUIPMENT 136205 GENERATION METER No cm1ronmental or contractual obligations for remoyaL 
SUBSTATIONS··EQUIPMENT 136205 GENERATOR No cm1ronmental or contractual obligations for removaL 
SUBSTATIONS··EQUIPMENT 136205 GROUND RODS No cmlronmental or contractual obligations for removaL 
SUBSTATJONS •• EQUIPMENT 136205 HIGH VOLTAGE FUSE ASSEMBLY No cm1ronmental or contractual obligations for remoyaL 
SUBSTATJONS··EQUIPMENT 136205 INSTRUMENT TRAt'\1Sl'OMER No emlronmcntal or contractual obligations for removal. 
SUBSTATJONS··EQUIPMENT 136205 INSULATING PLATES No cnvironmcntal or contractual obligations for removal. 
SUBSTATJONS··EQUIPMENT 136205 l1\'TERCUANGE METER No cnvironmental or contractual obligations forremo\"aL 
SUBSTATJONS··EQUIPMENT 136205 LIGHT WAVE TERMINALS No environmental or contractual obligations for remm·aL 
SUBSTATJONS··EQUIPMENT 136205 LINE TRAP No environmental or contractual obligations forremo\"aL 

SUBSTATIONS··EQUIPMENT 136205 LINE TUNER No environmental or contractual obligations for removal. 

SUBSTATJONS··EQUIPMENT 136205 LTC" LOAD TAP CHANGING No environmental or contractual obligations for removal. 

SUBSTATIONS··EQUIPMENT 136205 METERS No cmironmental or contractual obligations for removal. 
SUBSTATIONS··EQUIPMENT 136205 MODEMS No cmironmental or contractual obligations for removal. 
SUBSTATIONS··EQUIPMENT 136205 MOTOR OPERATOR No cmironmental or contractual obligations for removal. 
SUBSTATIONS··EQUIPMENT 136205 MULTIPLEXER}CHANNEL BANKS No cmironmental or contractual obligations for removal. 
SUBSTATIONS··EQUIPMENT 136205 NOISE ABATEMENT·ACTIVE No cmironmental or contractual obligations for removal. 
SUDSTATIONS--EQUIP1IENT 136205 NOISE ABATEMENT-PASSIVE No cmironmental or contractual obligations for removal. 
SUDSTATIONS--EQUIP1IENT 136205 PANEL EQUIPMENT No cmironmental or contractual obligations for removal. 
SUDSTATIONS--EQUIP1IENT 136205 REACTORS No cmironmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP1IENT 136205 RECLOSER, MISCELLANEOUS No cmiromnental or contractual obligations for removal. 
SUDSTATIONS--EQUIP1IENT 136205 RF RECEIVERS No cmiromnentai or contractual obligations for removal. 
SUBSTATIONS--EQUIP1IENT 136205 RF TRANSCEIVERS No cmlromnental or contractual obligations for removal. 
SUDSTATIONS--EQUlP1IENT 136205 RFTRANSMITTERS No cmuonmental or contractual obligations for removal. 
SUBSTATIONS--EQUJP1IENT 136205 RHEOSTATS No cmuonmental or contractual obligations for removal. 
SUBSTATIONS--EQUIP1IENT 136205 STA nON POWER TRAt'\1SFORMER No cm'ironmental or contractual obligations for removal. 
SUDSTATIONS--EQUlP1IENT 136205 SUBSTATION MONITORING AND CONTRO No cmuonmenfal or contractual obligations for removal. 
SUBSTATIONS--EQUlP1IENT 136205 SUPERVISORY CONTROL No cmuonmenfal or contractual obligations for removal. 
SUDSTATIONS--EQUIP1IENT 136205 SWITCHING EQUIP1-IENT No cmlronmenfal or contractual obligations for removal. 
SUBSTATIONS--EQUIPMENT 136205 TRANSDUCER No cmlronmenfal or contractual obligations for removal. 
SUBSTATIONS--EQUlP1IENT 136205 TRANSFORMER -INSTALLATION COST No cm'ironmenfal or contractual obligations for removal. 
SUBSTATlONS·-EQUIPMENT 136205 TRANSFORMER - POWER No cm1ronmenfal or contractual obligations for removal. 
SUBSTATIONS--EQUIP1IENT 136205 TRANSFORMERS - GROUNDING No environmental or contractual obligations for removal. 
SUBSTATlONS·-EQUIPMENT 136205 TRANSFOR}'IERS - POWER No environmental or contractual obligations for removal. 
SUBST ATIONS--EQUIPMENT 136205 TRANSMISSION SUBSTATION No environmental or contractual obligations for removal 
SUBSTATIONS·-EQUlPMENT 136205 TRENCH No environmental or contractual obligations for remo\-al. 
SUBSTATIONS--EQUIPMENT 136205 VACUUM INTERRUPTER No environmental or contractual obligations for removal. 
SUBSTATIONS·-EQUIPME~tt 136205 WILDLIFE PROTECTION No en\lronmental or contractual obligations for remo\-al 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Angela, 
Breaker Bushings 

Trimble, Robert 
Friday, December 02, 2011 10:26 AM 
Crescente, Angela 
Wiseman, Sara 
ARO 

• We have 3,774 bushings in service manufactured prior to 1979 - these cost $1,000 to dispose of ($3.7 million) 
they won't all be PCB but I think we need to assume they are. 

I'll have transformer bushing information middle of next week 

Robby Trimble 1 Manager Transmission Line Services 1 859-367-5709 Office 1 859-576-0045 Mobile 1189*60*11756 Nextel DC 1 
502-217-2100 Fax 

1 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Wednesday, November 30,201112:21 PM 
Scott, Valerie 

Subject: FW: ARO Gas Training.pptx 

Here is the email. 

From: Crescente, Angela 
Sent: Friday, November 11, 2011 3:46 PM 
To: Wiseman, Sara 
Subject: FW: ARO Gas Training.pptx 

I sent these to Rich per his update testing requests for the EAM along with this morning's meeting notice. 

From: Crescente, Angela 
Sent: Friday, November 11, 2011 3:45 PM 
To: Dowdell, Richard 
Subject: ARO Gas Training.pptx 

ARO Gas 
Training.pplx 

1 
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Asset Retirement Obligations (AROs) 

• Asset Retirement Obligations are 
accruals of asset obligation liabilities for 
legally required removal costs. 

• Assume that eventually every asset will 
deteriorate and be torn down or 
physically removed. 

IC~ ·~i' !J® 
PPL companies 
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Asset Retirement Obligations (AROs) 

-Important to financial reporting. 

- ARO Quarterly Questionnaire. 

-Identifying and quantifying potential 
AROs. 

- AROs must be reviewed to determine 
the need for revaluation. 

~== 
~ct.~ 

PPL companies 
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Current LGE Gas AROs 

• Asbestos 
• Gas Wells (Permanent Plugging) 
• Gas Mains (Permanent Cut, Cap and Purge) 

lOi ~~ 
PPL companies 
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Clark, Ed 

From: Sumner, Brian 
Sent: 
To: 

Tuesday, November 29, 2011 4:54 PM 
Wiseman, Sara; Legler, Steve 

Cc: 
Subject: 

Didelot, Joe; Pence, Mark; Crescente, Angela 
RE: Deepwell ARO 

Sara, 

At Brown there is one well that is an actual water well on an adjacent property that we recently acquired. There are 25 
test borings that were drilled to access leakage around Dix Dam. The test wells are capped with PVC, but would likely 
require permanent capping upon retirement of the facility. So for Brown there are 26 deep wells. Joe's estimate of 
$7,000 per well is an adequate estimate for the wells at Brown. -Brian 

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:23 PM 
To: Sumner, Brian; Legler, Steve 
Cc: Didelot, Joe; Pence, Mark; Crescente, Angela 
Subject: FW: Deepwell ARO 

Brian and Steve: 

Joe has provided us with an estimate on deepwells below. Joe has stated that they are included in the ARO for the 
landfill. We have in our notes that you also have deepwells at your plants. Would you provide us with the number of 
wells at your plants? Joe has suggested $7,000 per well-if you have a different dollar estimate would you please send 
that as well? Also, would you agree that the wells are associated with landfill/ashponds? We would appreciate this 
information by Wednesday, November 30. Sorry for the quick turnaround, but we are under tight timelines to finish this 
project up. 

Thanks, 
Sara 

From: Didelot, Joe 
Sent: Wednesday, November 23,201110:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Deepwell ARO 

Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 
to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

Let me know if you need anything else. 
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Joe Didelot 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Tuesday, November 29, 2011 4:21 PM 
Crescente, Angela 

Subject: FW: ARO Info for wells 

From: Drake, Michael 
Sent: Tuesday, November 29, 2011 4: 12 PM 
To: Wiseman, Sara 
Cc: Smith, Dave; Joyce, Jeff; Didelot, Joe; Faulkner, Danny; Henry, Jim; Legler, Steve; Smith, Timothy; Sumner, Brian 
Subject: FW: ARO Info for wells 

Sara: 

Below are Dave Smith's comments regarding the wells at Ghent. 

Best Regards, 

:;t;{dchael :J5l'a/Ze 
Maintenance Manager 

KUGhent Generating Station 

michael.drake@lge-ku.com 

office 502-347-4002 

mobile 502-939-5851 

,':/~.I~e~n,ud~S 
~ 

From: Smith, Dave 
Sent: Tuesday, November 29, 2011 3:33 PM 
To: Drake, Michael 
Subject: ARO Info for wells 

Mike: 

I came up with a total (estimate) of $95,000 for closing the wells at Ghent. I got an actual cost for closing one well at 
Mill Creek and applied some assumptions for the wells we have here. 

Not sure how Ghent compares to the other facilities as far as the number of wells or even the types of wells. No doubt, 
closing a production well would cost more than closing an observation well or a piezometer. I would think, just due to 
Ghent's size we would have more wells (of all types) than other/most facilities so maybe this is a worse-case scenario for 
the plants. 
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Now for the disclaimer: I would say the cost might range slightly less than this value, but if it actually cost $130,000, it 
wouldn't surprise me. 

I will let you forward to Sara and whoever else needs this. 

I hope to hear from one of our contractors by tomorrow on the CFC info. 

Dave 
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Clark, Ed 

From: Trimble, Robert 
Sent: 
To: 

Tuesday, November 29,2011 9:14 AM 
Crescente, Angela 

Cc: 
Subject: 

Birchell, Brent; Wiseman, Sara 
RE: Follow up from ARO meeting 

Angela, here's what I've got: 

Bushings - NS,800 in service (this includes breakers and transformers) - We need to talk to Mike Winkler's group to see 
what it costs to dispose of these if they are PCB and Non-PCB. 
Breakers/Transformers - when these are retired we actually end up with a credit. Someone will pay us for the steel 
carcass and for the oil 

Can we set up a call for tomorrow at 11:00 am? 

I'm going to need help with the Freon question - do we need to ask facilities? 

Robby Trimble I Manager Transmission Line Services 1 859-367-5709 Office I 859-576-0045 Mobile 1189*60*11756 Nextel DC 1 
502-217-2100 Fax 

From: Crescente, Angela 
Sent: Monday, November 28, 2011 3: 14 PM 
To: Trimble, Robert 
Cc: Birchell, Brent; Wiseman, Sara 
Subject: Follow up from ARO meeting 

Robby, 

From our meeting, I have in my notes that you were going to follow up and try to quantify the removal activities (legal 
obligations) associated with the amount of PCB oil in bushings, capacitors, and regulators. Also, estimates were needed 
for SF6 gas, and Freon (HVAC). We are trying to get this project wrapped up and would appreciate a response by 
Wednesday, November 30, if possible. 

Thanks, 
Angela 
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Clark, Ed 

From: Didelot, Joe 
Sent: 
To: 

Tuesday, November 29, 2011 6:00 AM 
Pence, Mark; Wiseman, Sara 

Cc: 
Subject: 

Crescente, Angela; Ballinger, Kayla; Cosby, David 
RE: Deepwell ARO 

Sara, 

Several of these wells are production wells used to pump water from the ground and then treat it to become boiler 
water. They are not part of the landfill. 

Joe 

From: Pence, Mark 
Sent: Monday, November 28, 2011 2:34 PM 
To: Wiseman, Sara; Sumner, Brian; Legler, Steve 
Cc: Didelot, Joe; Crescente, Angela; Ballinger, Kayla; Cosby, David 
Subject: RE: Deepwell ARO 

FYI, Kayla Ballinger has notified me that we will be closing out another nine of these 12 wells at MC this year, in addition 
to the one that we just closed out, if she can agree to terms with Stantec in a timely manner. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:23 PM 
To: Sumner, Brian; Legler, Steve 
Cc: Didelot, Joe; Pence, Mark; Crescente, Angela 
Subject: FW: Deepwell ARO 

Brian and Steve: 

Joe has provided us with an estimate on deepwells below. Joe has stated that they are included in the ARO for the 
landfill. We have in our notes that you also have deepwells at your plants. Would you provide us with the number of 
wells at your plants? Joe has suggested $7,000 per well-if you have a different dollar estimate would you please send 
that as well? Also, would you agree that the wells are associated with landfill/ash ponds? We would appreciate this 
information by Wednesday, November 30. Sorry for the quick turnaround, but we are under tight time lines to finish this 
project up. 

Thanks, 
Sara 

From: Didelot, Joe 
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Sent: Wednesday, November 23, 2011 10:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Deepwell ARO 

Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 

to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

Let me know if you need anything else. 

Joe Didelot 
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Clark, Ed 

From: Smith, Dave 
Sent: Monday, November 28, 2011 3:28 PM 
To: 
Cc: 

Drake, Michael; Wiseman, Sara; Sumner, Brian 
Crescente, Angela 

Subject: RE: Follow up from ARO meeting-halon, freon and CFC 

Sara, Mike, Brian: 

I have a group working on the information requested for CFe's (as well as the information on monitoring wells). I am 
waiting on responses; hopefully, I will get them by Wednesday. 

If you have any questions, please ask. 

Dave 
David A. Smith 
Power Production Environmental Supervisor 
Ghent Generating Station 
(502) 347-4145 
dave.smith@lge-ku.com 

From: Drake, Michael 
Sent: Monday, November 28, 2011 2:51 PM 
To: Wiseman, Sara; Sumner, Brian 
Cc: Crescente, Angela; Smith, Dave 
Subject: RE: Follow up from ARO meetingNhalon, freon and CFC 

Sara: I talked to Dave Smith last week and he was going to contact EA (Mike Winkler) to discuss Freon/CFC's in the fleet. 
I have copied him on this e-mail. 

Best Regards, 

::Alicllael :i5,-a/Ze 
Maintenance Manager 

«OLE Object: Picture (Device Independent Bitmap)>> Ghent Generating Station 

michael.drake@lge·ku.com 

office 502-347-4002 

mobile 502-939'5851 
« OLE Object: Picture (Device Independent Bitmap) » 

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:39 PM 
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To: Sumner, Brian; Drake, Michael 
Cc: Crescente, Angela 
Subject: Follow up from ARO meetingNhalon, freon and CFC 

Michael/Brian: 

From our ARO meeting, I have in my notes that you were going to follow up and try to quantify the removal activities 
associated with Halon, Freon and CFCs. We are trying to get this project wrapped up and would appreciate a response 

by Wednesday, November 30, if possible. 

Thanks, 

ScwcvW~ 

M~, PvopertyA~ 
()ff£c.<v 502 .62 7.3189 
Ce.U-502.338.0886 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 
Cc: 

Monday, November 28, 2011 3:26 PM 
Sumner, Brian; Drake, Michael 
Crescente, Angela 

Subject: RE: Follow up from ARO meeting-halon, freon and CFC 

Right. Thanks for pointing us in the right direction. We talked about so many topics that day, it is hard to keep all of 
them straight. 

From: Sumner, Brian 
Sent: Monday, November 28, 2011 3:25 PM 
To: Wiseman, Sara; Drake, Michael 
Cc: Crescente, Angela 
Subject: RE: Follow up from ARO meetingNhalon, freon and CFC 

Sara, 

I suggested that EA already has this list for the facilities. Michael was going to follow-up with Dave Smith as this was one 
of his last assignments prior to his move from EA to Ghent. 

-Brian 

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:39 PM 
To: Sumner, Brian; Drake, Michael 
Cc: Crescente, Angela 
Subject: Follow up from ARO meetingNhalon, freon and CFC 

Michael/Brian: 

From our ARO meeting, I have in my notes that you were going to follow up and try to quantify the removal activities 
associated with Halon, Freon and CFCs. We are trying to get this project wrapped up and would appreciate a response 
by Wednesday, November 30, if possible. 

Thanks, 

ScwwW~ 

/v1~, pvope¥ty t'le<:OU¥lt-'lh'1fJ' 
<9~502.627.3189 
ceU" 502.338.0886 
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Clark, Ed 

From: Sumner, Brian 
Sent: 
To: 
Cc: 

Monday, November 28, 2011 3:25 PM 
Wiseman, Sara; Drake, Michael 
Crescente, Angela 

Subject: RE: Follow up from ARO meeting-halon, freon and CFC 

Sara, 

I suggested that EA already has this list for the facilities. Michael was going to follow-up with Dave Smith as this was one 
of his last assignments prior to his move from EA to Ghent. 

-Brian 

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:39 PM 
To: Sumner, Brian; Drake, Michael 
Cc: Crescente, Angela 
Subject: Follow up from ARO meetingNhalon, freon and CFC 

Michael/Brian: 

From our ARO meeting, I have in my notes that you were going to follow up and try to quantify the removal activities 
associated with Halon, Freon and CFCs. We are trying to get this project wrapped up and would appreciate a response 
by Wednesday, November 30, if possible. 

Thanks, 

ScwwW~ 

M~,Pv~~yA~~ 
<9f{k.e.- 502.62 7.3189 
ceU; 502.338.0886 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Robby, 

Crescente, Angela 
Monday, November 28, 2011 3: 14 PM 
Trimble, Robert 
Birchell, Brent; Wiseman, Sara 
Follow up from ARO meeting 

From our meeting, I have in my notes that you were going to follow up and try to quantify the removal activities (legal 
obligations) associated with the amount of PCB oil in bushings, capacitors, and regulators. Also, estimates were needed 
for SF6 gas, and Freon (HVAC). We are trying to get this project wrapped up and would appreciate a response by 
Wednesday, November 30, if possible. 

Thanks, 
Angela 
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Clark, Ed 

From: Drake, Michael 
Sent: 
To: 
Cc: 

Monday, November 28, 2011 2:51 PM 
Wiseman, Sara; Sumner, Brian 
Crescente, Angela; Smith, Dave 

Subject: RE: Follow up from ARO meeting-halon, freon and CFC 

Sara: I talked to Dave Smith last week and he was going to contact EA (Mike Winkler) to discuss Freon/CFC's in the fleet. 
I have copied him on this e-mail. 

Best Regards, 

:-JlJcllaef :J5rafi'.e 
Maintenance Manager 

KUGhent Generating Station 

michael.drake@lge-ku.com 

office 502-347-4002 

mobile 502-939-5851 

'!/h.~e~n,od~S e---

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:39 PM 
To: Sumner, Brian; Drake, Michael 
Cc: Crescente, Angela 
Subject: Follow up from ARO meeting~halon, freon and CFC 

Michael/Brian: 

From our ARO meeting, I have in my notes that you were going to follow up and try to quantify the removal activities 
associated with Halon, Freon and CFCs. We are trying to get this project wrapped up and would appreciate a response 
by Wednesday, November 30, if possible. 

Thanks, 

ScwwW~ 

M~, pvope¥ty ACCOUI'It"Wlff' 
<9(fi<:Av 502.627.3189 
ceU/ 502.338.0886 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Monday, November 28, 2011 2:44 PM 
Legler, Steve 

Cc: 
Subject: 

Thanks, Steve. 

Crescente, Angela; Harder, Tim 
RE: Deepwell ARO 

I think my last email was being sent at the same time as this one. 

From: Legler, Steve 
Sent: Monday, November 28, 2011 2:43 PM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Harder, Tim 
Subject: RE: Deepwell ARO 

Sara, 

Cane Run has 15 wells that would require closure. $7,000 per well is sufficient. They are associated with 
landfill/ashponds. 

In addition, concrete filling of floodwall penetrations include: 
- Units 1 thru 3 circulating water piping 
- Unit 4-5-6 circulating water piping 
- Return Tunnels 
- Service water piping 

Project Engineering estimates this work to total approximately $2M. 

Let me know if you have questions. 

Steve 

From: Wiseman, Sara 
Sent: Monday, November 28, 2011 2:23 PM 
To: Sumner, Brian; Legler, Steve 
Cc: Didelot, Joe; Pence, Mark; Crescente, Angela 
Subject: FW: Deepwell ARO 

Brian and Steve: 

Joe has provided us with an estimate on deepwells below. Joe has stated that they are included in the ARO for the 
landfill. We have in our notes that you also have deepwells at your plants. Would you provide us with the number of 
wells at your plants? Joe has suggested $7,000 per well-if you have a different dollar estimate would you please send 
that as well? Also, would you agree that the wells are associated with landfill/ash ponds? We would appreciate this 
information by Wednesday, November 30. Sorry for the quick turnaround, but we are under tight timelines to finish this 
project up. 
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Thanks, 
Sara 

From: Didelot, Joe 
Sent: Wednesday, November 23, 201110:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Deepwell ARO 

Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 
to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

Let me know if you need anything else. 

Joe Didelot 
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Clark, Ed 

From: Legler, Steve 
Sent: 
To: 

Monday, November 28, 2011 2:43 PM 
Wiseman, Sara 

Cc: 
Subject: 

Sara, 

Crescente, Angela; Harder, Tim 
RE: Deepwell ARO 

Cane Run has 15 wells that would require closure. $7,000 per well is sufficient. They are associated with 
landfill/ash ponds. 

In addition, concrete filling of floodwall penetrations include: 
- Units 1 thru 3 circulating water piping 
- Unit 4-5-6 circulating water piping 
- Return Tunnels 
- Service water piping 

Project Engineering estimates this work to total approximately $2M. 

Let me know if you have questions. 

Steve 

From: Wiseman, Sara 
Sent: Monday, November 28,2011 2:23 PM 
To: Sumner, Brian; Legler, Steve 
Cc: Didelot, Joe; Pence, Mark; Crescente, Angela 
Subject: FW: Deepwell ARO 

Brian and Steve: 

Joe has provided us with an estimate on deepwells below. Joe has stated that they are included in the ARO for the 
landfill. We have in our notes that you also have deepwells at your plants. Would you provide us with the number of 
wells at your plants? Joe has suggested $7,000 per well-if you have a different dollar estimate would you please send 
that as well? Also, would you agree that the wells are associated with landfill/ash ponds? We would appreciate this 
information by Wednesday, November 30. Sorry for the quick turnaround, but we are under tight time lines to finish this 
project up. 

Thanks, 
Sara 

From: Didelot, Joe 
Sent: Wednesday, November 23, 201110:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Deepwell ARO 
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Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 

to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

Let me know if you need anything else. 

Joe Didelot 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Steve: 

Wiseman, Sara 
Monday, November 28, 2011 2:42 PM 
Legler, Steve 
Crescente, Angela 
Follow up from ARO meeting-floodwall penetration 

From our ARO meeting, I have in my notes that you were going to follow up and try to quantify the plugging activities 
associated with floodwall penetrations. We are trying to get this project wrapped up and would appreciate a response 
by Wednesday, November 30, if possible. 

As I recall, we only needed an estimate for Cane Run. 

Thanks, 

ScwwW~ 

/vI~, Pvopevty Ae<:OiM'lt"~ 
<D~502.627.3189 
ceU" 502.338.0886 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 861 of 1014 
Charnas



Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Michael/Brian: 

Wiseman, Sara 
Monday, November 28, 2011 2:39 PM 
Sumner, Brian; Drake, Michael 
Crescente, Angela 
Follow up from ARO meeting-halon, freon and CFC 

From our ARO meeting, I have in my notes that you were going to follow up and try to quantify the removal activities 
associated with Halon, Freon and CFCs. We are trying to get this project wrapped up and would appreciate a response 
by Wednesday, November 30, if possible. 

Thanks, 

ScwwW~ 

i-1MtCl.ff0V, pyoperly ACCOUI'It"'~ 
<D~502.627.3189 
CelL-502.338.0886 
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Clark, Ed 

From: Pence, Mark 
Sent: 
To: 

Monday, November 28, 2011 2:34 PM 
Wiseman, Sara; Sumner, Brian; Legler, Steve 

Cc: 
Subject: 

Didelot, Joe; Crescente, Angela; Ballinger, Kayla; Cosby, David 
RE: Deepwell ARO 

FYI, Kayla Ballinger has notified me that we will be closing out another nine of these 12 wells at MC this year, in addition 
to the one that we just closed out, if she can agree to terms with Stantec in a timely manner. 

Mark A. Pence 
Budget Analyst - Mill Creek Station 
Phone: 933-6805 

From: Wiseman, Sara 
Sent: Monday, November 28,2011 2:23 PM 
To: Sumner, Brian; Legler, Steve 
Cc: Didelot, Joe; Pence, Mark; Crescente, Angela 
Subject: FW: Deepwell ARO 

Brian and Steve: 

Joe has provided us with an estimate on deepwells below. Joe has stated that they are included in the ARO for the 
landfill. We have in our notes that you also have deepwells at your plants. Would you provide us with the number of 
wells at your plants? Joe has suggested $7,000 per well-if you have a different dollar estimate would you please send 
that as well? Also, would you agree that the wells are associated with landfill/ash ponds? We would appreciate this 
information by Wednesday, November 30. Sorry for the quick turnaround, but we are under tight time lines to finish this 
project up. 

Thanks, 
Sara 

From: Didelot, Joe 
Sent: Wednesday, November 23, 2011 10:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Deepwell ARO 

Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 
to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

Let me know if you need anything else. 
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Joe Didelot 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Brian and Steve: 

Wiseman, Sara 
Monday, November 28, 2011 2:23 PM 
Sumner, Brian; Legler, Steve 
Oidelot, Joe; Pence, Mark; Crescente, Angela 
FW: Oeepwell ARO 

Joe has provided us with an estimate on deepwells below. Joe has stated that they are included in the ARO for the 
landfill. We have in our notes that you also have deepwells at your plants. Would you provide us with the number of 
wells at your plants? Joe has suggested $7,000 per well-if you have a different dollar estimate would you please send 
that as well? Also, would you agree that the wells are associated with landfill/ashponds? We would appreciate this 
information by Wednesday, November 30. Sorry for the quick turnaround, but we are under tight timelines to finish this 
project up. 

Thanks, 
Sara 

From: Oidelot, Joe 
Sent: Wednesday, November 23, 2011 10:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Oeepwell ARO 

Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 
to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

let me know if you need anything else. 

Joe Didelot 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Wednesday, November 23, 2011 11 :01 AM 
Crescente, Angela 

Subject: FW: Deepwell ARO 

From: Didelot, Joe 
Sent: Wednesday, November 23, 2011 10:54 AM 
To: Wiseman, Sara 
Cc: Pence, Mark 
Subject: Deepwell ARO 

Sara, 

We have about 19 monitoring and production wells at Mill Creek. We just closed one out for around $7000. We plan on 
closing out several others this year that are no longer in use. They have been written as ARO against the landfill project 

to date. 

After this year, we will have around 12 wells remaining. (12 x 7k = $84k). 

Let me know if you need anything else. 

Joe Didelot 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

OK for me 

From: Crescente, Angela 

Wiseman, Sara 
Wednesday, November 16,20112:52 PM 
Crescente, Angela 
FW: ARO Electric Distribution and General Facilities Discussion.pptx 

Sent: Wednesday, November 16, 2011 2:46 PM 
To: Wiseman, Sara 
Subject: ARO Electric Distribution and General Facilities Discussion.pptx 

Sara: 

Last one for December 1". 

ARO Electric 
Distribution and ... 

Thanks, 
Angela 
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Asset Retirement Obligations (AROs) 

• Asset Retirement Obligations are 
accruals of asset obligation liabilities for 
legally required removal costs. 

• Assume that eventually every asset will 
deteriorate and be torn down or 
physically removed. 

~== 
:{;;" nAj" 
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Asset Retirement Obligations (AROs) 

-Important to financial reporting. 

- ARO Quarterly Questionnaire. 

-Identifying and quantifying potential 
AROs. 

-AROs must be reviewed to determine 
the need for revaluation. 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Wiseman, Sara 
Wednesday, November 16,2011 2:52 PM 
Crescente, Angela 
FW: ARO Generation Discussion.pptx 

I think we should print this out to take along with and email to those who attending via teleconference. 

From: Crescente, Angela 
Sent: Wednesday, November 16, 2011 2:38 PM 
To: Wiseman, Sara 
Subject: ARO Generation Discussion.pptx 

Sara: 

Much bigger ARO listl Please review, the AROs here are more plant specific so do you think the way I did it is OK, or do 
you think I need to list the AROs by Plant? I figured they already saw them in more detail on the email that was sent the 
other day. But, just wanted to double check. I will also change the date on this one for Friday's meeting as well. Do you 
want this one sent out, or only printed to take with us? 

ARO Generation 
Discussion.pptx, .. 

Thanks, 
Angela 
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Asset Retirement Obligations (AROs) 

• Asset Retirement Obligations are 
accruals of asset obligation liabilities for 
legally required removal costs. 

• Assume that eventually every asset will 
deteriorate and be torn down or 
physically removed. 
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Asset Retirement Obligations (ARDs) 

-Important to financial reporting. 

- ARO Quarterly Questionnaire. 

-Identifying and quantifying potential 
AROs. 

- AROs must be reviewed to determine 
the need for revaluation. 
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Current Generation AROs 

• Asbestos 
• Ash Ponds/Other Ponds 

• Landfills 
• Coal Storage 

• Oil Storage 
• Chemical Storage 
• Nuclear/Radiation Sources 

• Ghent 1 Scrubber Gypsum 

• GSUs 
• Sewage Treatment 
• Green River Limestone Silo 

• Tyrone Service Water Pump Structure 
IC~ ~ .. 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Wednesday, November 16, 2011 2:29 PM 
Crescente, Angela 

Subject: RE: ARO Transmission Discussion.pplx 

Yes, please 

From: Crescente, Angela 
Sent: Wednesday, November 16, 2011 2:08 PM 
To: Wiseman, Sara 
Subject: RE: ARO Transmission Discussion.pptx 

Do you also want me to make some copies for those of us who are meeting in the conference room? 

From: Crescente, Angela 
Sent: Wednesday, November 16, 2011 2:07 PM 
To: Wiseman, Sara 
Subject: ARO Transmission Discussion.pptx 

Sara: 

Attached is the Transmission one for in the morning. Please review to catch any mistakes I made and then let me know 
when I can send it out. 

« File: ARO Transmission Discussion.pptx» 
Thanks, 
Angela 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

ARO Gas 
T raining.pplx 

Wiseman, Sara 
Thursday, November 10, 2011 3:15 PM 
Charnas, Shannon 
Crescente, Angela 
ARO Gas Training.pptx 

Shannon: These are the slides we have to take along with us tomorrow. We made them up as discussion points. Do 
you have anything you want to add? 
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Asset Retirement Obligations (AROs) 

• Asset Retirement Obligations are 
accruals of asset obligation liabilities for 
legally required removal costs. 

• Assume that eventually every asset will 
deteriorate and be torn down or 
physically removed. 
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Asset Retirement Obligations (AROs) 

-Important to financial reporting. 

- ARO Quarterly Questionnaire. 

-Identifying and quantifying potential 
AROs. 

- AROs must be reviewed to determine 
the need for revaluation. 
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Current lGE Gas AROs 

• Asbestos 
• Gas Wells (Permanent Plugging) 
• Gas Mains (Permanent Cut, Cap and Purge) 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 

Charnas, Shannon 
Saturday, November 12, 2011 6:24 PM 
Steinmetz, Keith 

Subject: 
Trimble, Robert; Birchell, Brent; Miller, Jon; Wiseman, Sara; Crescente, Angela 
FW: Urgent Request-ARO review 

Keith -

Unfortunately, I don't think I will be available for a call on Sunday, but I am not the best person to talk to - either Sara or 
Angela could provide more/better information. If there would be any availability for a call on Monday, I'm sure one or 
both of them could make sure they are available. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporling 
LG&EandKU 
(502) 627-4978 

From: Steinmetz, Keith 
Sent: Saturday, November 12, 2011 4:43 PM 
To: Charnas, Shannon 
Cc: Trimble, Robert; Birchell, Brent; Miller, Jon 
Subject: Re: Urgent Request-ARO review 

Shannon, Do you have any examples of what might be included? Perhaps even a quick conference call would 
help Robby and Brent identify what is required. I don't think any of us have dealt with this issue before. 

My cell phone is 502-263-9143 if you want to call me. III be traveling Monday but could call if if you wanted a 
conference call with Robby and Brent. I'll be in Louisville Monday until about Sam. Thx. 

Keith Steimnetz 

On Nov 12,2011, at 10:00 AM, "Cha1'llas, Shannon" <Shannon.Cha1'llas@lge-ku.com> wrote: 

We are conducting a review of our capital assets in order to ensure that all asset retirement obligations 
(AROs) have been properly recorded. We need your help to accomplish this review. This review is being 
prompted by the recent discovery of AROs which should have been recorded previously, but were 
not. This discovery resulted in an error in our financial statements. The Company was required to 
disclose this error to PPL as well as to our auditors, E&Y. 

AROs are defined as the accrual of a liability for legally required removal costs of capital assets. Legal 
requirements may include environmental or contractual obligations. Regulations require the 
assumption that eventually every capital asset will deteriorate and ultimately be torn down or physically 
removed. 

Attached is a listing of retirement units for the Transmission area. Please review this listing and consider 
if there is a legal obligation to dispose of the asset in a certain manner upon retirement. I realize the list 
is rather long, but the descriptions are short so hopefully you can move through it fairly quickly. Please 
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use the drop down box in Column C to document your answers for each line. If you do think an ARO 
should be established and you have an estimate of the amount, please provide that as well. Currently, 
the only ARO recorded for Transmission is for asbestos removal at the substations. 

I realize that everyone is very busy, but please consider this an urgent request. We will be scheduling a 
meeting for sometime during the week of November 14 to discuss any issues you may 
identify. Ultimately, we would like to complete the review by COB on Monday, November 21. Should 
you have questions please contact Sara Wiseman on Ext 3189 or Angela Crescente on Ext 2524. 

Thanks, 

Shannon Charnas 
Director, Accounting & Regulatory Reporting 
LG&E andKU 
(502) 627-4978 

<rransmission Retirement Units.xlsx> 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Tracking: 

Crescente, Angela 
Tuesday, January 04, 2011 9:07 AM 
Stratman, Paul 
RE: LSMR414 - ARO 

Recipient 

Stratman, Paul 

Read 

Read: 1/4/2011 9:08 AM 

If all the work is cut, cap and purge, then it is considered all ARO because it is our understanding that this process is a 
legal/environmental requirement before we abandon the pipes. 

Anything related to fulfilling the requirements of a legal or environmental obligation to retire something in a certain 
manner is an ARO - Asset Retirement Obligation. Anything related to retiring something without special requirements 
or in a certain manner is not an ARO. An example I like to use is a Fuel Oil Tank. The oil from the tank has to be 
disposed in a certain manner which would be considered an ARO. To remove the tank itself after the oil has been 
removed would not qualify as an ARO. 

We plan to have meetings sometime this year to everyone including our legal and enVironmental groups in regards to all 
of our AROs to ensure we all understand the legal and environmental requirements that have to be met in handling 
these situations. 

I hope this helps. Let me know if you have any questions. 

Thanks, 
Angela 

From: Stratman, Paul 
Sent: Tuesday, January 04, 2011 8:01 AM 
To: Crescente, Angela 
Subject: RE: LSMR414 - ARO 

What is "normal" and what is "ARO"? 

All the work is cut, cap and purge associated with LSMR414. 

From: Crescente, Angela 
Sent: Monday, January 03, 2011 5: 13 PM 
To: Stratman, Paul 
Subject: LSMR414 - ARO 

Paul, 

I saw in 2011, LSMR414 removal costs are budgeted for $263,340. Is all of that cut, cap, and purge like we discussed 
during the revaluation? In other words, is all of the cost of removal budget going to be ARO related or will it be split 
between "normal" cost of removal and ARO removal? If it is going to be split, could you give me an approximate 
estimate between the two? 
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I have to split out expected the ARO cost of removal between short-term and long-term before Thursday and anything 
budgeted for next year would be considered short-term. I apologize for the short notice, but if you could let me know 
by COB, Wednesday, January 5th that would be much appreciated. 

As always, I appreciate your help! Please feel free to call if you have any questions. 

Thanks! 
Angela 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leenerts, Patricia 
Friday, January 07, 20118:19 PM 
Stratman, Paul 
Crescente, Angela 
Distribution Main 

Please see if you can answer these questions by 1/21/2011: 

Regarding Distribution Mains, is there any other cost with retiring mains besides just cutting, purging and capping? 
Cutting, purging and capping removal costs are considered ARO (108799) cost of removal as the disposal is regulated (in 
that we cannot just let the pipes leak into the air). 

Are Distribution Mains retired in place meaning there is not actual physical removal going on? Ever? Ultimately my 
question is, are there 108901, non-regulated, removal costs as well as the 108799-regulated cutting, purging and capping 
removal costs? 

My understanding is that all removal on LSMR would be for cutting, purging and capping. Is that understanding of LSMR 
correct? 

PMR - Priority main replacement... is that handled differently in some way regarding 108901 and 108799 charges? Or are 
all removal charges cutting, purging and capping? 

How about GME ... same questions? 

I was told that sometimes a smaller diameter pipe was inserted in the main to facilitate repair. How are these charges 
booked to the project 107001, 108901 and/or 108799? Is this type work only charged on a specific project? If so, which 
one? 

In case you don't know: ARO-Asset Retirement Obligations are removal costs which are dictated by contract (e.g. a well 
lease where we contractually agree to remove evidence that the well was ever there-known as "return to green") or 
environmental (asbestos removal). An example of where ARO cost of removal lies is with a fuel oil tank. If the fuel oil 
inside the fuel oil tank is tested and determined to have sufficiently high levels of hazardous/toxic waste, then the 
regulated disposal of the fuel oil is an ARO cost of removal, 108799. Cost associated with the disposal of the fuel oil tank 
itself is normal cost of removal, 108901. If the levels are not SUfficiently high, then the fuel oil disposal is not required to 
be regulated and may be disposed of with the tank and the disposal of both would then be normal cost of removal, 
108901. 

Thanks, 

Pat 
502-627-3811 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Saturday, January 08, 2011 11 :08 AM 
Crescente, Angela 

Subject: FW: Asset Retirement Obligations.docx 

For next week. 

From: Elmore, Barry 
Sent: Tuesday, January 04, 2011 8:26 PM 
To: Charnas, Shannon 
Cc: McDaniels, Jason; Sneed, Lydia; Wiseman, Sara 
Subject: RE: Asset Retirement Obligations.docx 

Shannon, 

I think you are probably right on this one; however, we did not want to make anyone do any work if we had 
predetermined it was not going to be included. 

Lydia - can you work with Sara and see what specifically has to be required to fulfill the requirement, especially since we 
will not be reporting this on PPL's 10k. Maybe we will not have to get as detailed as expected. Keep me informed. 

Thanks 

Barry Elmore 
Manager, Financial Accounting and Reporting 
LG&E and KU Energy LLC 
502-627-3580 

From: Charnas, Shannon 
Sent: Tuesday, January 04, 2011 7:45 PM 
To: Elmore, Barry 
Cc: McDaniels, Jason; Sneed, Lydia; Wiseman, Sara 
Subject: RE: Asset Retirement Obligations.docx 

Ba1'l'Y-

I believe there is no need to include sensitivity for our AROs in PPL's IO-K. Our report may be a different matter, as 
AROs are significant for LG&E and KU. I'm not sure what "table" is being referenced by Sara. Going by the 4 points 
Lydia mentioned, I would think we could include something fairly high level. See below by Lydia's bullet points. Let me 
know your thoughts on my suggestions. 

Thanks, 

Shannon Charnas 
Director, Utility Accounting & Reporting 
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LG&E and KU 
(502) 627-4978 

From: Elmore, Barry 
Sent: Tuesday, January 04, 2011 6:56 PM 
To: Charnas, Shannon 
Cc: McDaniels, Jason; Sneed, Lydia 
Subject: RE: Asset Retirement Obligations.docx 

Shannon, 

I believe Sara is correct as noted below; however, I am trying to recall our conversation with 
PPL and I do not seem to remember us determining whether or not to include sensitivity analysis 
for ARO's at that time. I know we have a requirement; however, if we regard it as immaterial, 
then I do not want to put critical time on this. Any thoughts? 

Barry Elmore 
Manager, Financial Accounting and Reporting 
LG&E and KU Energy LLC 
S02-627-3580 

From: Sneed, Lydia 
Sent: Tuesday, January 04, 2011 5:04 PM 
To: Elmore, Barry 
Cc: McDaniels, Jason 
Subject: FW: Asset Retirement Obligations.docx 

Barry, 

Below is a note from Sara; I am passing on. I want to make sure everyone is an agreement on sensitivity analysis for ARO 
in the MDA. 

Thanks 

Lydia Sneed 

From: Wiseman, Sara 
Sent: Tuesday, December 28, 2010 3: 15 PM 
To: Sneed, Lydia 
Cc: Crescente, Angela; Daly, Karen; McDaniels, Jason 
Subject: RE: Asset Retirement Obligations.docx 

Lydia: 

I attended a meeting a couple of weeks ago with PPL on the 10K and there was discussion that the sensitivity 
analysis/table might not be required. PPL includes only nuclear, which is very large. We do not have any nuclear. 
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Generating the information for this table is a very time consuming effort and we need to check with PPL to see if it is 
going to be included before we go down that path. 

From: Sneed, Lydia 
Sent: Tuesday, December 28,2010 1:48 PM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Daly, Karen; McDaniels, Jason 
Subject: RE: Asset Retirement Obligations.docx 

Hello Sara and Angela, 

Thanks for your work. We are closer than what I had originally mocked-up. I do need sensitivity analysis; it is a 
requirement of the SEC. The end results needs to respond to all of the below points. 

• How management arrived at the estimate - brief, high level description 

• How accurate the estimate has been in the past - we don't really know this since we haven't settled any 
significant ARO's. Maybe we just state that we haven't settled any significant AROs. 

• How much the estimate has changed in the past - Not sure of the exact requirement here, if we think we need 
to state the estimate changed $xM as a result of our revaluation in 9/10, then I would suggest adding a brief 
description of the main drivers behind the change. 

• Whether the estimate is reasonably likely to change in the future - maybe we say something like revaluations 
will be performed as needed and are expected to change based on ... (economic conditions, interest rates, etc .... 
- we can list some of the drivers of changes this time) 

Lydia M. Sneed 
Consultant 
Financial Accounting and Reporting 

From: Wiseman, Sara 
Sent: Tuesday, December 28,2010 1:22 PM 
To: Sneed, Lydia; McDaniels, Jason 
Cc: Crescente, Angela; Daly, Karen 
Subject: Asset Retirement Obligations.docx 

« File: Asset Retirement Obligatlons.docx » 

Lydia: 

Angela and I have made a few changes to LG&E's critical accounting policies. I've also put instructions in the WORD for 
the differences for KU. 

Please call with questions. 
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Clark, Ed 

From: McDaniels, Jason 
Sent: 
To: 

Friday, January 14, 2011 10:15 AM 
Crescente, Angela 

Subject: 
Attachments: 

FW: MD&A Disclosure of Critical Accounting Policies - Long-lived assets and ARO's 
CCH Guidance for Critical Accounting Policies.docx; PPL 2009 Application of Critical 
Accounting Policies Disclosure - ARO's.docx; PPL 2009 Application of Critical Accounting 
Policies Disclosure - Asset Impairment.docx 

Jason McDaniels 
Accounting Analyst III 
Financial Accounting and Reporting 
502-627-3678 (P) 
502-627-3820 (F) 
Jason. McDaniels@lge-ku.com 

From: McDaniels, Jason 
Sent: Friday, November 12, 2010 2:55 PM 
To: Wiseman, Sara; Crescente, Angela 
Cc: Elmore, Barry 
Subject: MD&A Disclosure of Critical Accounting Policies - Long-lived assets and ARO's 

Sara/Angela 

Since we have been purchased by PPL, we will need to migrate more to SEC reporting, which includes the need to have 
a detailed discussion of our critical accounting policies in our MD&A. We typically list impairment of long-lived assets 
and Asset Retirement Obligation as critical accounting policies and will need your assistance with preparing the language 
and numbers needed for our LKE/LGE/KU annual reports. For your reference, I am attaching three files. The first file is 
the guidance from the CCH Disclosure Checklist. Please pay particular attention to the areas I have highlighted in this 
document as those are the things we need to consider for disclosure. The second and third files are examples from 
PPL's 20091O-K. Please note in the Asset impairment file that only the language highlighted in green pertains to long­
lived assets. The remainder is for goodwill and I will be sending that section to another department for help. Hopefully 
this will provide some guidance regarding the types of things they discussed and the language they used. This can be a 
starting point for you, but you will need to tailor this language to our specific situation. 

Finally, please notice that we need to include a sensitivity analysis similar to PPL for our ARO's. Please take a look at 
how PPL does it and let us know if there are any issues with using PPL's current approach to prepare our sensitivity 
analysis. 

We will need to have the language and applicable numbers, including sensitivity analYSiS, ready for inclusion in our 2010 
annual report. Hopefully this will give you enough time to start thinking about this and get everything ready for the 
reports. 

Let us know if you have any questions. 

Jason McDaniels 
Accounting Analyst III 
Financial Accounting and Reporting 
502-627-3678 (P) 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 894 of 1014 
Charnas



502-627-3820 (F) 
Jason.McDaniels@lge-ku.com 
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Critical AccoUllti1lg Policies 

Registrants should disclose information about their critical accounting policies. A critical accounting 
policy is one that is both very important to the portrayal of a company's financial position and its results 
of operations and requires management's most difficult, subjective or complex judgments. The purpose 
of disclosing information about critical accounting policies is to: 

• Communicate to investors and other financial-statement users the level of imprecision 
inherent in the financial statements; 

• Provide an understanding of how management forms its judgments about future events; and 

• Explain how these judgments and future events could affect the financial statements. 

The key points to identify for investors in these disclosures are: 

• Types of assumptions that underlie the most significant and subjective estimates; 

• Sensitivity of those estimates to deviations of actual results from management's assumptions; 
and 

• Circumstances that have resulted in revised assumptions in the past. 

Although the SEC s proposed rules regarding the discussion of critical accounting policies has not yet 
been finalized, MD&A should address the role significant accounting policies and estimates have in 
understanding the company's results. For example, the following should be considered: 
• Identify and evaluate critical accounting policies 
• Identify the riskiness of the critical accounting policies, analyzing to the extent possible factors such 

as: 
How the company arrived at the estimate; 
How accurate the estimate/ assumption has been in the past; 
Whether the estimate/ assumption is reasonably likely to change in the future; and 
Evaluate the sensitivity to change of critical accounting policies. For example, discuss 
and quantify the sensitivity of the company's pension plan long-term rate of return and 
the effect of reasonably possible changes on the company's financial condition and 
operating performance 

The SEC staff has asked companies to enhance theh- disclosure of critical accounting policies in one or 
more of the follOWing areas: 

• Revenue recognition; 
• Restruchtring charges; 
• Impairments of long-lived assets, investments and goodwill (including failing the 

Step 1 inlpainnent test discussed in the preceding question); 
• Depreciation and atnortization expenses; 
• Income tax liabilities; 
• Pension incoille and expense; 
• Environmental liabilities; 
• Repurchase obligations under repurchase commitments; 
• Stock based compensation; 
• Insurance loss reserves; 
• Inventory reserves and allowance for doubtful accounts; 
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• Lease accounting; and 
• Changes in valuing financial instruments. 

In a December 2009 update to its Financial Reporting Manllal, Corp Fin outlined several estimates related 
to goodwill impairment testing that may be considered critical and therefore should be considered for 
disclosure. Specifically, the staff in Corp Fin recommended regish'ants consider providing the following 
disclosures for each reporting unit that is at risk of failing step one of the impairment test (defined in 
Codification Topic 350): 

• The percentage by which fair value exceeded carrying value as of the date of the most recent test; 
• The amount of goodwill allocated to the reporting unit; 
• A description of the methods and key assumptions used and how the key assumptions were 

deterrnined; 
• A discussion of the degree of uncertainty associated with the key assumptions, including 

specifics to the extent possible (e.g., the valuation model assumes recovery from a business 
downturn within a defined period of time); and 

• A description of potential events and/ or changes in circumstances that could reasonably be 
expected to negatively affect the key assumptions. 

A company that has significant assets or liabilities subject to the valuation requirements in Topic 820, Fair 
Vallie Measurements aHd Disc/osures, (guidance generally derived from FASB Statement No. 157, Fair Vallie 
Measurements), should include as a critical accounting estimate a discussion on how the company applied 
TOpic 820 particularly if Level 3 inputs were involved. 

References: FRR No. 60; FRR No. 72 - 501.14; Summary by the Division of Corporation Finance of 
Significant Issues Addressed in the Review of the Periodic Reports of the Fmtune 500 Companies; SEC 
Letter February 7, 2005; and Current Accounting and Disclosure Issues, 11/30106, IIE2 Leasing­
Disclosure, IIF Revenue- Disclosure, IlH1 Investments-Other-Than-Temporary Declines in Value, III 
Contingencies, Loss Reserves, and Uncertain Tax Positions, 11[2 Pension, Post Retirement. and Post 
Employment Plans - Disclosure, IlLS Segment Disclosure - Operating Segments and Goodwill 
Impairment,IIM1 Issues Associated with SF AS 133, Accounting for Derivative Instruments and Hedging 
Activities - Formal Documentation under SFAS 133 
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5) Asset Retirement Obligations 

PPL is required to recognize a liability for legal obligations associated with the retirement oflong-Iived assets. The 
initial obligation should be measured at its estimated fair value. An equivalent amount should be recorded as an 
increase in the value of the capitalized asset and allocated to expense over the useful life ofthe asset. Until the 
obligation is settled, the liability should be increased, through the recognition of accretion expense in the income 
statement, for changes in the obligation due to the passage of time . A conditional ARO must be recognized when 
incurred if the fair value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair 
value is developed using an expected present value technique based on assumptions of market patiicipants that 
considers estimated retirement costs in current period dollars that are inflated to the anticipated retirement date and 
then discounted back to the date the ARO was incuned. Changes in assumptions and estimates included within the 
calculations of the fair value of AROs could result in significantly different results than those identified and 
recorded in the financial statements. Estimated ARO costs and settlement dates, which affect the carrying value of 
various AROs and the related assets, are reviewed periodically to ensure that any material changes are incorporated 
into the latest estimate of the obligations. 

At December 31, 2009, PPL had AROs totaling $426 million recorded on the Balance Sheet, of which $10 million is 
included in "Other current liabilities." Of the total amount, $348 million, or 82%, relates to PPL's nuclear 
decommissioning ARO. The most significant assumptions sUlTounding AROs are the forecasted retirement costs, 
the discount rates and the inflation rates. A variance in the forecasted retirement costs, the discount rates or the 
inflation rates could have a significant impact on the ARO liabilities. 

The following chatt reflects the sensitivities related to PPL's nuclear decommissioning ARO liability as of 
December 31, 2009, associated with a change in these assumptions at the time of initial recognition. There is no 
significant change to the annual depreciation expense of the ARO asset or the annual accretion expense ofthe ARO 
liability as a result of changing the assumptions. The sensitivities below reflect an evaluation of the change based 
solely on a change in that assumption. 

Retirement Cost 
Discount Rate 
Inflation Rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Intpact on 
ARO Liability 

$32/$(32) 
$(31)/$34 
$411$(37) 
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3) Asset Impairment 

I 
I 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Friday, January 14, 2011 8:03 PM 
Crescente, Angela 

Subject: FW: Asset Retirement Obligations.docx 

Not sure if you ever got with Jason on sensitivity ..... the comments Lydia are talking about can be found on Sharepoint-I 
can help you find them if you are interested. 

From: Sneed, Lydia 
Sent: Friday, January 14, 201111:08 AM 
To: Wiseman, Sara 
Cc: McDaniels, Jason 
Subject: FW: Asset Retirement Obligations.docx 

Hello Sara, 

I have incorporated all of Shannon's comments other than the revaluation change between 2009 and 2010 can you 
provide me with this info for all companies. 

• How much the estimate has changed in the past - Not sure of the exact requirement here, if we think we need 
to state the estimate changed $xM as a result of our revaluation in 9/10, then I would suggest adding a brief 
description ofthe main drivers behind the change. 

Thanks 

Lydia Sneed 

From: Charnas, Shannon 
Sent: Tuesday, January 04, 2011 7:45 PM 
To: Elmore, Barry 
Cc: McDaniels, Jason; Sneed, Lydia; Wiseman, Sara 
Subject: RE: Asset Retirement Obligations.docx 

Barry -

I believe there is no need to include sensitivity for our AROs in PPL's IO-K. Our report may be a different matter, as 
AROs are significant for LG&E and KU. I'm not sure what "table" is being referenced by Sara. Going by the 4 points 
Lydia mentioned, I would think we could include something fairly high level. See below by Lydia's bullet points. Let me 
know your thoughts on my suggestions. 

Thanks, 

Shannon Charnas 
Director, Utility Accounting & Reporting 
LG&E and KU 
(502) 627-4978 
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From: Elmore, Barry 
Sent: Tuesday, January 04, 2011 6;56 PM 
To: Charnas, Shannon 
Cc: McDaniels, Jason; Sneed, Lydia 
Subject: RE; Asset Retirement Obligations.docx 

Shannon, 

I believe Sara is correct as noted below; however, I am trying to recall our conversation with 
PPL and I do not seem to remember us determining whether or not to include sensitivity analysis 
for ARO's at that time. I know we have a requirement; however, if we regard it as immaterial, 
then I do not want to put critical time on this. Any thoughts? 

Barry Elmore 
Manager, Financial Accounting and Reporting 
LG&E and KU Energy LLC 
502-627-3580 

From: Sneed, Lydia 
Sent: Tuesday, January 04, 2011 5;04 PM 
To: Elmore, Barry 
Cc: McDaniels, Jason 
Subject: FW; Asset Retirement Obligations.docx 

Barry, 

Below is a note from Sara; I am passing on. I want to make sure everyone is an agreement on sensitivity analysis for ARO 
in the MDA. 

Thanks 

Lydia Sneed 

From: Wiseman, Sara 
Sent: Tuesday, December 28,20103;15 PM 
To: Sneed, Lydia 
Cc: Crescente, Angela; Daly, Karen; McDaniels, Jason 
Subject: RE; Asset Retirement Obligations.docx 

Lydia; 

I attended a meeting a couple of weeks ago with PPL on the 10K and there was discussion that the sensitivity 
analysis/table might not be required. PPL includes only nuclear, which is very large. We do not have any nuclear. 
Generating the information for this table is a very time consuming effort and we need to check with PPL to see if it is 
going to be included before we go down that path. 
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From: Sneed, Lydia 
Sent: Tuesday, December 28, 2010 1:48 PM 
To: Wiseman, Sara 
Cc: Crescente, Angela; Daly, Karen; McDaniels, Jason 
Subject: RE: Asset Retirement Obligations.docx 

Hello Sara and Angela, 

Thanks for your work. We are closer than what I had originally mocked-up. I do need sensitivity analysis; it is a 
requirement of the SEC. The end results needs to respond to all of the below points. 

• How management arrived at the estimate - brief, high level description 

• How accurate the estimate has been in the past - we don't really know this since we haven't settled any 
significant ARO's. Maybe we just state that we haven't settled any significant AROs. 

• How much the estimate has changed in the past - Not sure of the exact requirement here, if we think we need 
to state the estimate changed $xM as a result of our revaluation in 9/10, then I would suggest adding a brief 
description of the main drivers behind the change. 

• Whether the estimate is reasonably likely to change in the future - maybe we say something like revaluations 
will be performed as needed and are expected to change based on ... (economic conditions, interest rates, etc .... 
- we can list some of the drivers of changes this time) 

Lydia M. Sneed 
Consultant 
Financial Accounting and Reporting 

From: Wiseman, Sara 
Sent: Tuesday, December 28, 2010 1:22 PM 
To: Sneed, Lydia; McDaniels, Jason 
Cc: Crescente, Angela; Daly, Karen 
Subject: Asset Retirement Obligations.docx 

« File: Asset Retirement Obligations.docx» 

Lydia: 

Angela and I have made a few changes to LG&E's critical accounting policies. I've also put instructions in the WORD for 
the differences for KU. 

Please call with questions. 
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Clark, Ed 

From: Charnas, Shannon 
Sent: 
To: 
Cc: 

Sunday, January 16, 2011 2:35 PM 
Wiseman, Sara; Scott, Valerie; Erskine, Greg 
Pienaar, Lesley; Crescente, Angela 

Subject: RE: 

PPL does classify some of their AROs as shalt term - related to the asbestos abatement, J believe. We had not decided to 
reclassify any of our AROs to current. I thought in discussions, we were not readily able to determine what the current 
amount ofthe asbestos abatement would be for us. If this has changed, we can discuss. 

Shannon Charnas 
Director, Utility Accounting & Reporling 
LG&E andKU 
(502) 627-4978 

From: Wiseman, Sara 
Sent: Sunday, January 16, 2011 2:22 PM 
To: Scott, Valerie; Erskine, Greg 
Cc: Pienaar, Lesley; Charnas, Shannon; Crescente, Angela 
Subject: RE: 

Valerie: 

These are new accounts that were set up during the mapping exercise earlier in the year in order to be consistent with 
PPL. It is my understanding that they also classify some of the obligations as current. We have moved the short term 
obligations to these accounts (based on the MTP as was agreed at the time we set up the accounts). The mapping 
appears correct based on previous decisions, but of course can always be changed. 

Sara 

From: Scott, Valerie 
Sent: Sunday, January 16, 2011 1:54 PM 
To: Erskine, Greg 
Cc: Wiseman, Sara; Pienaar, Lesley; Charnas, Shannon 
Subject: 

Greg, 

The following two accounts are mapped to other current liabilities in your consolidation and should be mapped to AROs. 
Would you work with Sara to make the correction? 

230022 

230026 

ASSET RETIREMENT OBLIGATIONS -
STEAM - ST 
ASSET RETIREMENT OBLIGATIONS - GAS­
ST 
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Valerie 
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Clark, Ed 

From: Leenerts, Patricia 
Sent: 
To: 

Monday, January 17, 201111:00 AM 
Crescente, Angela 

Subject: FW: Distribution Main 

Here's some answers to help with our questions. More discussion later ... but not too much later. 

Thanks, 

Pat 
502-627-3811 

From: Stratman, Paul 
Sent: Friday, January 14, 2011 2:23 PM 
To: Leenerts, Patricia 
Subject: RE: Distribution Main 

I've attempted to answer in RED below. Please let me know if you need any additional clarifications. 

One concern is, to my knowledge, most retirement tasks have been associated with 108901, not 108799. By your 
definitions, I think that most (all?) gas retirements shoUld fall under 108799 (virtually all gas pipeline work is regulated 
by federal, state and other local laws, regulations and codes). 

From: Leenerts, Patricia 
Sent: Friday, January 07, 20118:19 PM 
To: Stratman, Paul 
Cc: Crescente, Angela 
Subject: Distribution Main 

Please see if you can answer these questions by 1/21/2011: 

Regarding Distribution Mains, is there any other cost with retiring mains besides just cutting, purging and capping? 
Cutting, purging and capping removal costs are considered ARO (108799) cost of removal as the disposal is regulated (in 
that we cannot just let the pipes leak into the air). 

All gas facility work is regulated, most of that is federal regulation (49 CFR 192), though there are state laws and other 
environmental codes/regulations that apply in some cases. 

Are Distribution Mains retired In place meaning there is not actual physical removal going on? Ever? Ultimately my 
question is, are there 108901, non-regulated, removal costs as well as the 108799-regulated cutting, purging and capping 
removal costs? 

Gas mains are removed from the ground, but not very often, and generally in small segments (a few feet here and there, 
not miles at a time). That being said, the act of taking it out of service, and in some cases the disposal are regUlated tasks 
by PHMSA (49 CFR 192). In many cases, before sending to a scrap yard or approved dump site, the pipe is tested for any 
environmentally hazardous materials (specifically PCB's, and asbestos in the pipe coatings). 
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My understanding is that all removal on LSMR would be for cutting, purging and capping. Is that understanding of LSMR 
correct? 

All LSMR retirements are as listed above. 

PMR - Priority main replacement... is that handled differently in some way regarding 108901 and 108799 charges? Or are 
all removal charges cutting, purging and capping? 

PMR retirements are identical to LSMR retirements. 

How about GME ... same questions? 

GME is for gas main extensions, and are rarely associated with a retirement/cutout of a facility. 

I was told that sometimes a smaller diameter pipe was inserted in the main to facilitate repair. How are these charges 
booked to the project 107001,108901 and/or 108799? Is this type work only charged on a specific project? If so, which 
one? 

Insertion jobs are charged to 107001 tasks. That is very common for service line replacements (RRCS419G), but 
uncommon on other jobs (though it has been done). 

In case you don't know: ARO-Asset Retirement Obligations are removal costs which are dictated by contract (e.g. a well 
lease where we contractually agree to remove evidence that the well was ever there-known as "return to green") or 
environmental (asbestos removal). An example of where ARO cost of removal lies is with a fuel oil tank. If the fuel oil 
inside the fuel oil tank is tested and determined to have sufficiently high levels of hazardous/toxic waste, then the 
regulated disposal of the fuel oil is an ARO cost of removal, 108799. Cost associated with the disposal of the fuel oil tank 
itself is normal cost of removal, 108901. If the levels are not sufficiently high, then the fuel oil disposal is not required to 
be regulated and may be disposed of with the tank and the disposal of both would then be normal cost of removal, 
108901. 

Thanks, 

Pat 
502-627-3811 
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Clark, Ed 

From: Neal, Susan 
Sent: Monday, January 17, 20114:48 PM 
To: 
Cc: 

Wacker, Diana; Kinder, Debra; Crescente, Angela; 'akoch@pwrplan.com' 
Duce, John 

Subject: FW: purchase accounting organizations eligible to have projects 

Toni set the purchased accounting orgs up to be used with Projects but CR elements stili did not bring it into PowerPlant 
- any other thoughts on what might need to be fixed? 

Thank you, 
Susan Neal 
Manager, Financial Analysis 
LG&E and KU Services Company 
220 W. Main st. 
Louisville, KY 40202 
(502) 627-3447 
susan.neal@lge-ku.com 

From: Sheets, Toni 
Sent: Monday, January 17, 2011 3:35 PM 
To: Neal, Susan 
Cc: Amlung, Kim; Bush, Tom; Pienaar, Lesley 
Subject: RE: purchase accounting organizations eligible to have projects 

I have set these organizations (other than 000019, which is closed) to allow projects to be create and to allow 
that project to have expenditures. They are not a valid organization for labor charges. 

I did run into 1 issue: 

000099-LOUISVILLE GAS & ELECTRIC COMPANY - PURCHASE ACCTG ADJ CORP (66 
characters) 

006299-LG&E ASSET RETIREMENT OBLIGATIONS - PURCHASE ACCTG ADJ (61 characters) 

Have more than 60 characters, to add the organization to the burden multipliers, (via request PRC: Add New 
Org anization Compiled Burden Multipliers) and to be able to use the organization in auto accounting, the 
number of characters has to be less than 60. 

I didn't want to change the name of the organization without additional approval. Until the org names 
are changed they should not be used for Project expenditures, it will cause errors in the 
interfaces/apps when the GLAFF is created. They can still be used to set up Projects though. 

Tom - when you are back in the office, please confirm the setups. Susan said to just add them to company 
parents, which is what I did in the hierarchy and GBLGL_Center valueset. I also added these organization to 
the Auto-Accounting lookup sets. I ran the PRC: Add New Organization Compiled Burden Multipliers for the 
orgs I could. I think I remembered everything. 

009997-LG&E AND KU CAPITAL CORP. - PURCHASE ACCTG ADJ 
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Parent: P00004 Company: 0004 Operating Unit: LELLC 

000019-CLOSED 01/11 - LG&E AND KU SERVICES COMPANY - PURCHASE ACCTG ADJ CORP 
(was not set up - closed) 

000099-LOUISVILLE GAS & ELECTRIC COMPANY - PURCHASE ACCTG ADJ CORP 
Parent: POi 000 Company: 0100 Operating Unit: LUTL 

006299-LG&E ASSET RETIREMENT OBLIGATIONS - PURCHASE ACCTG ADJ 
Parent: POi 000 Company: 0100 Operating Unit: LUTL 

000119-KENTUCKY UTILITIES CO - PURCHASE ACCTG ADJ CORP 
Parent: Pi 0040 Company: 0110 Operating Unit: KUTL 

015599-KU ASSET RETIREMENT OBLIGATIONS - PURCHASE ACCTG ADJ 
Parent: Pi 0040 Company: 0110 Operating Unit: KUTL 

Toni 

q'oni Slieets 
Oracle System Support: Financial and Interfaces 
Work: 502/627-4343 
Cell: 502/439-8287 

From: Pienaar, Lesley 
Sent: Monday, January 17, 2011 2:35 PM 
To: Sheets, Toni 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: RE: purchase accounting organizations eligible to have projects 

yes 

From: Sheets, Toni 
Sent: Monday, January 17, 2011 2:34 PM 
To: Pienaar, Lesley 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: RE: purchase accounting organizations eligible to have projects 

So it's ok for me to make the change? 

Toni 

q'oni Slieets 
Oracle System Support: Financial and Interfaces 
Work: 502/627-4343 
Cell: 502/439-8287 
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From: Pienaar, Lesley 
Sent: Monday, January 17, 2011 2:34 PM 
To: Sheets, Toni 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: RE: purchase accounting organizations eligible to have projects 

It's ok ... Tom this relates to pension changes. 

From: Sheets, Toni 
Sent: Monday, January 17, 2011 2:24 PM 
To: Pienaar, Lesley 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: purchase accounting organizations eligible to have projects 

Lesley, 

Susan gave me a call. She needs the following purchase accounting organizations eligible to have projects. 
Tom is out and Kim doesn't know how to do it. 

Is it ok for me to make this change? Is it something where we need a GLAFF change form filled out? 

009997 
000019 
000099 
006299 
000119 
015599 

Thanks, 

Toni 

Cf'oni S lieets 
Oracle System Support: Financial and Interfaces 
Work: 5021627-4343 
Cell: 5021439-8287 
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Clark, Ed 

From: Neal, Susan 
Sent: Monday, January 17, 2011 5:08 PM 
To: 
Cc: 

Wacker, Diana; Kinder, Debra; Crescente, Angela; 'akoch@pwrplan.com' 
Duce, John 

Subject: RE: purchase accounting organizations eligible to have projects 

I figured it out - the orgs were in the department table but in the wrong company -I will get Toni to fix it in Oracle and I 
can fix the table in Power Plant. 

Thank you, 
Susan Neal 
Manager, Financial Analysis 
LG&E and KU Services Company 
220 W. Main st. 
Louisville, KY 40202 
(502) 627-3447 
susan.neal@lge-ku.com 

From: Neal, Susan 
Sent: Monday, January 17, 2011 4:48 PM 
To: Wacker, Diana; Kinder, Debra; Crescente, Angela; 'akoch@pwrplan,com' 
Cc: Duce, John 
Subject: FW: purchase accounting organizations eligible to have projects 

Toni set the purchased accounting orgs up to be used with Projects but CR elements still did not bring it into PowerPlant 
- any other thoughts on what might need to be fixed? 

Thank you, 
Susan Neal 
Manager, Financial Analysis 
LG&E and KU Services Company 
220 W. Main St. 
Louisville, KY 40202 
(502) 627-3447 
susan.neal@lge-ku.com 

From: Sheets, Toni 
Sent: Monday, January 17, 2011 3:35 PM 
To: Neal, Susan 
Cc: Amlung, Kim; Bush, Tom; Pienaar, Lesley 
Subject: RE: purchase accounting organizations eligible to have projects 
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I have set these organizations (other than 000019, which is closed) to allow projects to be create and to allow 
that project to have expenditures. They are not a valid organization for labor charges. 

I did run into 1 issue: 

000099-LOUISVILLE GAS & ELECTRIC COMPANY - PURCHASE ACCTG ADJ CORP (66 
characters) 

006299-LG&E ASSET RETIREMENT OBLIGATIONS - PURCHASE ACCTG ADJ (61 characters) 

Have more than 60 characters, to add the organization to the burden multipliers, (via request PRC: Add New 
Organization Compiled Burden Multipliers) and to be able to use the organization in auto accounting, the 
number of characters has to be less than 60. 

I didn't want to change the name of the organization without additional approval. Until the org names 
are changed they should not be used for Project expenditures, it will cause errors in the 
interfaces/apps when the GLAFF is created. They can still be used to set up Projects though. 

Tom - when you are back in the office, please confirm the setups. Susan said to just add them to company 
parents, which is what I did in the hierarchy and GBLGL_Center value set. I also added these organization to 
the Auto-Accounting lookup sets. I ran the PRC: Add New Organization Compiled Burden Multipliers for the 
orgs I could. I think I remembered everything. 

Toni 

009997-LG&E AND KU CAPITAL CORP. - PURCHASE ACCTG ADJ 
Parent: P00004 Company: 0004 Operating Unit: LELLC 

000019-CLOSED 01/11 - LG&E AND KU SERVICES COMPANY - PURCHASE ACCTG ADJ CORP 
(was not set up - closed) 

000099-LOUISVILLE GAS & ELECTRIC COMPANY - PURCHASE ACCTG ADJ CORP 
Parent: P01000 Company: 0100 Operating Unit: LUTL 

006299-LG&E ASSET RETIREMENT OBLIGATIONS - PURCHASE ACCTG ADJ 
Parent: P01000 Company: 0100 Operating Unit: LUTL 

000119-KENTUCKY UTILITIES CO - PURCHASE ACCTG ADJ CORP 
Parent: P10040 Company: 0110 Operating Unit: KUTL 

015599-KU ASSET RETIREMENT OBLIGATIONS - PURCHASE ACCTG ADJ 
Parent: P10040 Company: 0110 Operating Unit: KUTL 

q'oni Sheets 
Oracle System Support: Financial and Interfaces 
Work: 502/627-4343 
Cell: 502/439-8287 

From: Pienaar, Lesley 
Sent: Monday, January 17, 2011 2:35 PM 
To: Sheets, Toni 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: RE: purchase accounting organizations eligible to have projects 
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yes 

From: Sheets, Toni 
sent: Monday, January 17, 2011 2:34 PM 
To: Pienaar, Lesley 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: RE: purchase accounting organizations eligible to have projects 

So it's ok for me to make the change? 

Toni 

q'oni Slieets 
Oracle System Support: FinanCial and Interfaces 
Work: 502/627-4343 
Cell: 502/439-8287 

From: Pienaar, Lesley 
Sent: Monday, January 17, 2011 2:34 PM 
To: Sheets, Toni 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: RE: purchase accounting organizations eligible to have projects 

It's ok ... Tom this relates to pension changes. 

From: Sheets, Toni 
Sent: Monday, January 17, 2011 2:24 PM 
To: Pienaar, Lesley 
Cc: Amlung, Kim; Bush, Tom; Neal, Susan 
Subject: purchase accounting organizations eligible to have projects 

Lesley, 

Susan gave me a call. She needs the following purchase accounting organizations eligible to have projects. 
Tom is out and Kim doesn't know how to do it. 

Is it ok for me to make this change? Is it something where we need a GLAFF change form filled out? 

009997 
000019 
000099 
006299 
000119 
015599 
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Thanks, 

Toni 

q'oni S lieets 
Oracle System Support: Financial and Interfaces 
Work: 502/627-4343 
Cell: 502/439-8287 
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Clark, Ed 

From: 
Sent: 
To: 

Cc: 
Subject: 

Moeller, Diane 
Tuesday, January 25, 2011 7:20 PM 
Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; Williams, Scott; 
Erskine, Greg; Pemberton, Courtney; Higdon, Kelli 
McDaniels, Jason 
LKE table updates 

I have formatted the tables in the LKE file. Would you please review and validate that your data is still there and 
proper? Please let me know when completed/any changes to be made. LGE & KU to follow. 

If you are not responsible for the note in LGE, please advise who I should contact. 
thanks 
Diane 

LKE 

Tipton/Stuecker 
Crescente 

Whitaker 

Whitaker 

Pienaar 
Higdon 

Williams 
Pienaar 

Erskine 

Pemberton 

Diane L. Moeller, CPA 
KForce Consultant 

Note 2 regulatory assets &liabilities section only 
Note 3 Asset Retirement Obligations 

Note 4 Derivative Financial Instruments 

Note 5 Fair Value Measurements 

Note 6 Goodwill and Other Intangible Assets 
Note 8 Pension and Other Postretirement Benefit 

Note 9 income taxes 

Note 13 acquisition by PPL 

Note 16 selected quarterly data 
Note 19 Discontinued Ops 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 

Daly, Karen 
Wednesday, January 26, 2011 1:43 PM 
Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 

Attached are our change to the Critical Accounting Policies - Asset Retirement Obligation section for all three companies. 

LKE - Critic.1 KU - Critic. I LGE - Critic.1 
Accounting Poli ... Accounting Poli ... Accounting Poli ... 

If you have questions, please let Angela know. 

J(aren L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 
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Asset Retirement Obligations 

LKE is required to recognize a liability for legal obligations associated with the retirement of +- - -l"F"o:::'m=att::.e"d='="e"ft _________ -' 
long-lived assets. -The initial obligation is measured at its estimated fair value. -An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to expense 
over the useful life oftlle asset. -Until the obligation is settled, the liability is increased, through 
the recognition of accretion expense in the income statemeffiStatements ofIncome, for changes 
in the obligation due to the passage of time. -An offsetting regulatory asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. -An ARO 
must be recognized when incurred if the fair value ofthe ARO can be reasonably estimated. 

In determining AROs, management must make significant judgmellts and estimates to calculate 
fair value. -Fair value is developed using an expected present value technique based on 
assumptions of market pa11icipants that considers estimated retirement costs in current period 
dollars that are inflated to the anticipated retirement date and then discounted back to the date the 
ARO was incurred. Changes in assumptions and estimates included within the calculations ofthe 
fair value of AROs could result in significantly different results than those identified and 
recorded in the financial statements. -Estimated ARO costs and settlement dates, which affect the 
carrying value of various AROs and the related assets, are reviewed annually periodically to 
ensure that any material changes are incorporated into the estimate of the obligations. 

At December 31, 2010, LKE had AROs totaling $103 million recorded on the Balance Sheet. Of 
the total amount, $64 million, or 62%, relates to LKE's ash ponds, landfills, and gas mains 
decommissioning AROs. -The most significant assumptions surrOlUlding AROs are the 
forecasted retirement costs, the discount rates and the inflation rates. -A vat°iance in the 
forecasted retirement costs, the discount rates or the inflation rates could have a significant 
impact on the ARO liabilities. 

The following chat1 reflects the sensitivities related to KtJ.!s--LKE's ash ponds, landfills, and gas 
mains decommissioning ARO liabilities as of December 31, 2010. -There is no significant 
change to the annual depreciation expense of the ARO asset or the annual accretion expense of 
the ARO liability as a result of changing the assumptions. -The sensitivities below reflect an 
evaluation of the change based solely on a change in that assumption. 

~ll~l!g~J~ __ ~ _______ J.!TI--.P~~~ OJ1 _____________ ~ __ -- ?'-Fo;;;';;;m;,;;a~tt;,;;ed;;;';;;Fon=t;;;N;;;o;;;tBo=~~~~~~~ 
Assumption ARO Liability - - Formatted: font: Not Bold 

Retirement Cost 
Discount Rate 
Inflation Rate 

100/0/( 10)% 
0.25%/(0.25)% 
0.250/0/(0.25)% 

$7/$(7) 
$(4)/$3 
$4/$(4) 

- - - - - - -" ... --
".~F~o'~m~a~tt;;;e~d'~F;,;;~~t~'N~m~Bo;;;W~~~~~~ 

formatted: Font: Not Bold 
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Asset Retirement Obligations 

KU is required to recognize a liability for legal obligations associated with the retirement of 
long-lived assets. The initial obligation is measured at its estimated fair value. An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to the 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
through the recognition of accretion expense in the mcoma statement Statements of Income, for 
changes in the obligation due to the passage of time. An offsetting regulatory asset is recognized 
to reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. -An ARO 
must be recognized when incurred ifthe fair value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate 
fair value. Fair value is developed using an expected present value technique based on 
assumptions of market paliicipants that considers estimated retirement costs in CUll'ent period 
dollars. -These dollars are inflated to the anticipated retirement date and then discounted back to 
the date the ARO was incurred. Changes in assumptions and estimates included within the 
calculations of the fair value of AROs could result in significantly different results than those 
identified and recorded in the financial statements. _-Estimated ARO costs and settlement dates, 
which affect the carrying value of various AROs and the related assets, are reviewed afllrually 
periodically to ensure that any material changes are incorporated into the estimate of the 
obligations. 

At December 31, 2010, KU had AROs totaling $54 million recorded on the Balance Sheet. -Of 
the total amount, $35 million, or 65%, relates to KU's ash ponds and landfills decommissioning 
AROs. ~ The most significant assumptions surrounding AROs are the forecasted retirement costs, 
the discount rates and the inflation rates. _-A variance in the forecasted retirement costs, the 
discount rates or the inflation rates could have a significant impact on the ARO liabilities. 

The following chati reflects the sensitivities related to KU's ash ponds and landfills 
decommissioning ARO liabilities as of December 31, 2010.- There is no significant change to the 
annual depreciation expense of the ARO asset or the allliual accretion expense of the ARO 
liability as a result of changing the assumptions. _-The sensitivities below reflect an evaluation of 
the change based solely on a change in that assumption. 

Retirement Cost 
Discount Rate 
Inflation Rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Impact on 
ARO Liability 

$4/$(4) 
$(2)/$1 
$2/$(2) 
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Asset Retirement Obligations 

LG&E is required to recognize a liability for legal obligations associated with the retirement of 
long-lived assets. The initial obligation is measured at its estimated fair value. An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to expense 
over the useful life of the asset. Until the obligation is settled, the liability is increased, through 
the recognition of accretion expense in the ffieeme statement Statements of Income, for changes 
in the obligation due to the passage of time. An offsetting regulatory asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that ther~ is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. An ARO must 
be recognized when incurred if the fail' value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate 
fail' value. Fair value is developed using an expected present value technique based on 
assumptions of market patlicipants that considers estimated retirement costs in current period 
dollars that are inflated to the anticipated retirement date and then discounted back to the date the 
ARO was incurred. Changes in assumptions and estimates included within the calculations of 
the fair value of AROs could result in significantly different results than those identified and 
recorded in the financial statements. Estimated ARO costs and settlement dates, which affect the 
carrying value of various AROs and the related assets, are reviewed annually periodically to 
ensure that any material changes are incorporated into the estimate ofthe obligations. 

At December 31, 2010, LG&E had AROs totaling $49 million recorded on the Balance Sheet. 
Ofthe total amount, $29 million, or 59%, relates to LG&E's ash ponds, landfills, and gas mains 
decommissioning AROs. The most significant assumptions surrounding AROs are the 
forecasted retirement costs, the discount rates and the inflation rates. A variance in the 
forecasted retirement costs, the discount rates or the inflation rates could have a significant 
impact on the ARO liabilities. 

The following chart reflects the sensitivities related to LG&E's ash ponds, landfills, and gas 
mains decommissioning ARO liabilities as of December 31, 2010. There is no significant 
change to the annual depreciation expense ofthe ARO asset or the annual accretion expense of 
the ARO liability as a result of changing the assumptions. The sensitivities below reflect an 
evaluation of the change based solely on a change in that assumption. 

Retirement Cost 
Discount Rate 
Inflation Rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Impact on 
ARO Liability 

$3/$(3) 
$(2)/$2 
$2/$(2) 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

All, 

Daly, Karen 
Wednesday, January 26,20111:53 PM 
Moelier, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
Summary of Significant Accounting Policies - Asset Retirement Obligations 

Attached are our changes for the Summaty of Significant Accounting Policies - Asset Retirement Obligations - for all 
three companies. 

LKE - Summary of KU - Summary of LGE - Summary of 
Significant A... Significant Ac... Significant A. .. 

If you have any questions, please let Angela know. 

Karen L. Dilly 
Accounting Analyst 1II 
Propelty Accounting 
(502) 627-4279 

1 
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Asset Retirement Obligations 

LKE recognizes various legal obligations associated with the retirement of long-lived assets as 
liabilities in the financial statements. -Initially this obligation is measured at fair value. -An 
equivalent amount is recorded as an increase in the value ofthe capitalized asset and allocated to 
expense over the useful life of the asset. -Until the obligation is settled, the liability is increased, 
through the recognition of accretion expense classified withHrRt!P~~ela~~,_A~eret~~~~ ________ -1 Formatted: Not Hlgh!lght 

A-flffirtizatisll; in the Statements ofIncome, for changes in the obligation due to the passage of 
time. -An offsetting regulatory asset is recognized to reverse the depreciation and accretion 
expense related to the ARO such that there is no income statement impact. -The regulatory asset 
is relieved when the ARO has been settled. -Estimated ARO costs and settlement dates, which 
affect the carrying value of various AROs and the related assets, are reviewed periodically to 
ensure that any material changes are incorporated into the latest estimate of the obligations. 
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Asset Retirement Obligations 

KU recognizes various legal obligations associated with the retirement of long-lived assets as 
liabilities in the financial statements. Initially this obligation is measured at fair value.- An 
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
through the recognition of accretion expense classified in the Statements of Income, for changes 
in the obligation due to the passage of time . An offsetting regulatOlY asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. Estimated 
ARO costs and settlement dates, which affect the carrying value of various AROs and the related 
assets, are reviewed periodically to ensure that any material changes are incorporated into the 
latest estimate of the obligations. 
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Asset Retirement Obligations 

LG&E recognizes various legal obligations associated with the retirement of long-lived assets as 
liabilities in the financial statements. Initially this obligation is measured at fair value. An 
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
through the recognition of accretion expense classified in the Statements of Income, for changes 
in the obligation due to the passage of time •. An offsetting regulatory asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. Estimated 
ARO costs and settlement dates, which affect the carrying value of various AROs and the related 
assets, are reviewed periodically to ensure that any material changes are incorporated into the 
latest estimate of the obligations. 
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Clark, Ed 

From: Moelier, Diane 
Sent: Wednesday, January 26, 2011 2:37 PM 
To: 
Cc: 

Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Note 3 - Asset Retirement Obligations 

Completed. Please validate 

From: Daly, Karen 
Sent: Wednesday, January 26, 20111:48 PM 
To: Moelier, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Note 3 - Asset Retirement Obligations 

Attached are our changes for Note 3 on all three companies. 

« File: LKE - Note 3.docx» «File: KU - Note 3.docx» «File: LGE - Note 3.docx» 

If you have any changes - please let Angela know. 

J(aren L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 

1 
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Clark, Ed 

From: Daly, Karen 
Sent: Thursday, January 27, 2011 9:00 AM 
To: 
Cc: 

Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Summary of Significant Accounting Policies - Asset Retirement Obligations 

On LKE - one word was missed in the deletion process. See attached for clean copy with the one word that was missed 
tracked. 

LKE - Summary of 
Significant A. .. 

From: Moeller, Diane 
Sent: Wednesday, January 26, 2011 2:37 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Summary of Significant Accounting Policies - Asset Retirement Obligations 

Completed. Please validate 

From: Daly, Karen 
Sent: Wednesday, January 26, 20111:53 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Summary of Significant Accounting Policies - Asset Retirement Obligations 

All, 

Attached are our changes for the Summary of Significant Accounting Policies - Asset Retirement Obligations - for all 
three companies. 

« File: LKE - Summary of Significant Accounting Policies - Asset Retirement Obligations.docx» «File: KU - Summary 
of Significant Accounting Policies - Asset Retirement Obligations.docx» «File: LGE - Summary of Significant 
Accounting Policies - Asset Retirement Obligations.docx» 
[fyou have any questions, please let Angela know. 

[((lren L. D(lly 
Accounting Analyst III 
Propeliy Accounting 
(502) 627-4279 

1 
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Asset Retirement Obligations 

LKE recognizes various legal obligations associated with the retirement of long-lived assets as 
liabilities in the financial statements. Initially this obligation is measured at fair value. An 
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
tln'ough the recognition of accretion expense classified within in the Statements ofincome, for 
changes in the obligation due to the passage of time. An offsetting regulatory asset is recognized 
to reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. Estimated 
ARO costs and settlement dates, which affect the carrying value of various AROs and the related 
assets, are reviewed periodically to ensure that any material changes are incorporated into the 
latest estimate of the obligations. 
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Clark, Ed 

From: Daly, Karen 
Sent: 
To: 
Cc: 

Thursday, January 27,2011 11:03 AM 
Moeller, Diane; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Note 3 - Asset Retirement Obligations 

ARO revaluation-change in estimates 
Purchase accounting-fair value adjustment 

Per Shannon's comments - a space needs to be added in front of and behind the -. This change was not made as 
requested on Note 3's table. (all three companies) 

On LG&E - the word Depreciation was changed to Dpreciation. please correct the spelling (toward the end of the next 
to last paragraph for this note) 

From: Moeller, Diane 
Sent: Wednesday, January 26, 2011 2:37 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Note 3 - Asset Retirement Obligations 

Completed. Please validate 

From: Daly, Karen 
Sent: Wednesday, January 26, 2011 1:48 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Note 3 - Asset Retirement Obligations 

Attached are our changes for Note 3 on all three companies. 

« File: LKE - Note 3.docx» «File: KU - Note 3.docx» «File: LGE - Note 3.docx» 

[fyou have any changes -please let Angela know. 

Karen L. Daly 
Accounting Analyst III 
Propeliy Accounting 
(502) 627-4279 

1 
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Clark, Ed 

From: Moeller, Diane 
Sent: 
To: 
Cc: 

Thursday, January 27, 2011 11 :26 AM 
Daly, Karen; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Note 3 - Asset Retirement Obligations 

I fixed the spelling error. 

Would you mind sending back a document with the other changes noted for all companies. 

Thanks. 

From: Daly, Karen 
Sent: Thursday, January 27, 201111:03 AM 
To: Moeller, Diane; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Note 3 - Asset Retirement Obligations 

ARO revaluation-change in estimates 
Purchase accounting-fair value adjustment 

Per Shannon's comments - a space needs to be added in front of and behind the -. This change was not made as 
requested on Note 3's table. (all three companies) 

On LG&E - the word Depreciation was changed to Dpreciation. Please correct the spelling (toward the end of the next 
to last paragraph for this note) 

From: Moeller, Diane 
Sent: Wednesday, January 26, 2011 2:37 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Note 3 - Asset Retirement Obligations 

Completed. Please validate 

From: Daly, Karen 
Sent: Wednesday, January 26, 20111:48 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Note 3 - Asset Retirement Obligations 

Attached are our changes for Note 3 on all three companies. 

« File: LKE - Note 3.docx» «File: KU - Note 3.docx» «File: LGE - Note 3.docx» 

1 
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If you have any changes - please let Angela know. 

Karen L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 

2 
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Clark, Ed 

From: Daly, Karen 
Sent: 
To: 
Cc: 

Thursday, January 27,2011 12:34 PM 
Moeller, Diane; McDaniels, Jason 
Crescente, Angela; Wiseman, Sara 

Subject: RE: Note 3 - Asset Retirement Obligations 

Sure - it was in the original but I can send another one. 

From: Moeller, Diane 
Sent: Thursday, January 27,201111:26 AM 
To: Daly, Karen; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Note 3 - Asset Retirement Obligations 

I fixed the spelling error. 

Would you mind sending back a document with the other changes noted for all companies. 

Thanks. 

From: Daly, Karen 
Sent: Thursday, January 27, 201111:03 AM 
To: Moeller, Diane; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Note 3 - Asset Retirement Obligations 

ARO revaluation-change in estimates 
Purchase accounting-fair value adjustment 

Per Shannon's comments - a space needs to be added in front of and behind the -. This change was not made as 
requested on Note 3's table. (all three companies) 

On LG&E - the word Depreciation was changed to Dpreciation. Please correct the spelling (toward the end of the next 
to last paragraph for this note) 

From: Moeller, Diane 
Sent: Wednesday, January 26, 2011 2:37 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Note 3 - Asset Retirement Obligations 

Completed. Please validate 

From: Daly, Karen 

1 
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Sent: Wednesday, January 26, 2011 1:48 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Note 3 - Asset Retirement Obligations 

Attached are aliI' changes for Note 3 on all three companies. 

« File: LKE - Note 3.docx» «File: KU - Note 3.docx» «File: LGE - Note 3.docx» 

If you have any changes - please let Angela know. 

[(arell L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 

2 
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Clark, Ed 

From: Moeiler, Diane 
Sent: Thursday, January 27,2011 12:43 PM 
To: 
Cc: 

Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Summary of Significant Accounting Policies - Asset Retirement Obligations 

This was completed. 

From: Daly, Karen 
Sent: Thursday, January 27, 2011 9:00 AM 
To: Moeiler, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Summary of Significant Accounting Policies - Asset Retirement Obligations 

On LKE - one word was missed in the deletion process. See attached for clean copy with the one word that was missed 
tracked. 

« File: LKE - Summary of Significant Accounting Policies - Asset Retirement Obligations - version 2.docx» 

From: Moeller, Diane 
Sent: Wednesday, January 26, 2011 2:37 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Summary of Significant Accounting Policies - Asset Retirement Obligations 

Completed. Please validate 

From: Daly, Karen 
Sent: Wednesday, January 26,20111:53 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Summary of Significant Accounting Policies - Asset Retirement Obligations 

All, 

Attached are our changes for the Summary of Significant Accounting Policies - Asset Retirement Obligations - fol' all 
three companies. 

« File: LKE - Summary of Significant Accounting Policies - Asset Retirement Obligations.docx» «File: KU - Summary 
of Significant Accounting Policies - Asset Retirement Obligations.docx» «File: LGE - Summary of Significant 
Accounting Policies - Asset Retirement Obligations.docx» 
If you have any questions, please let Angela know. 

Karen L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 

1 
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2 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Daly, Karen 
Thursday, January 27, 2011 3:41 PM 
Moelier, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
Critical Accounting Policies - Asset Retirement Obligations - v2 

Attached are additional changes for all three companies. 

LKE - Critical KU - Critical LGE - Critical 
Accounting Poli ... Accounting Poli ... Accounting Poli ... 

Karen L. Daly 
Accounting Analyst 1II 
Property Accounting 
(502) 627-4279 

1 
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Asset Retirement Obligations 

LKE is required to recognize a liability for legal obligations associated with the retirement of 
long-lived assets. The initial obligation is measured at its estimated fair value. An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to expense 
over the useful life of the asset. Until the obligation is settled, the liability is increased, through 
the recognition of accretion expense in the Statements ofIncome, for changes in the obligation 
due to the passage of time. An offsetting regulatOlY asset is recognized to reverse the 
depreciation and accretion expense related to the ARO such that there is no income statement 
impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be 
recognized when incurred ifthe fair value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate 
fair value. Fair value is developed using an expected present value technique based on 
assumptions of market patticipants that considers estimated retirement costs in current period 
dollars. These dollars that are inflated to the anticipated retirement date and then discounted 
back to the date the ARO was incurred. Changes in assumptions and estimates included within 
the calculations of the fair value of AROs could result in significantly different results than those 
identified and recorded in the financial statements. Estimated ARO costs and settlement dates, 
which affect the carrying value of various AROs and the related assets, are reviewed periodically 
to ensure that any material changes are incorporated into the estimate of the obligations. LKB has 
not settled any significant AROs. Any change to the capitalized is amOltized over the remaining 
life of the associated long-lived asset. See Note 3, Asset Retirement Obligations, for additional 
information on AROs. 

At December 31, 2010, LKE had AROs totaling $103 million recorded on the Balance Sheet. Of 
the total amount, $64 million, or 62%, relates to LKE's ash ponds, landfills, and gas mains 
decommissioning AROs. The most significant assumptions surrounding AROs are the 
forecasted retirement costs, the discount rates and the inflation rates. A variance in the 
forecasted retirement costs, the discount rates or the inflation rates could have a significant 
impact on the ARO liabilities. 

The following chart reflects the sensitivities related to LKE's ash ponds, landfills, and gas mains 
decommissioning ARO liabilities as of December 31,2010. There is no significant change to the 
arumal depreciation expense of the ARO asset or the annual accretion expense of the ARO 
liability as a result of changing the assumptions. The sensitivities below reflect an evaluation of 
the change based solely on a change in that assumption. 

Retirement Cost 
Discount Rate 
Inflation Rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Impact on 
ARO Liability 

$7/$(7) 
$(4)/$3 
$4/$(4) 
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Asset Retirement Obligations 

KU is required to recognize a liability for legal obligations associated with the retirement of 
long-lived assets. The initial obligation is measured at its estimated fair value. An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to the 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
through the recognition of accretion expense in the Statements of Income, for changes in the 
obligation due to the passage of time . An offsetting regUlatory asset is recognized to reverse the 
depreciation and accretion expense related to the ARO such that there is no income statement 
impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be 
recognized when incUll'ed if the fair value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate 
fair value. Fair value is developed using an expected present value technique based on 
assumptions of market participants that considers estimated retirement costs in current period 
dollars. These dollars that are inflated to the anticipated retirement date and then discounted 
back to the date the ARO was incurred. Changes in assumptions and estimates included within 
the calculations of the fair value of AROs could result in significantly different results than those 
identified and recorded in the financial statements. Estimated ARO costs and settlement dates, 
which affect the carrying value of various AROs and the related assets, are reviewed periodically 
to ensure that any material changes are incorporated into the estimate of the obligations. -Any 
change to the capitalized is amortized over the remaining life of the associated long-lived asset. 
See Note 3, Asset Retirement Obligations, for additional information on AROs.KU has not 
settled any significant AROs. 

At December 31, 2010, KU had AROs totaling $54 million recorded on the Balance Sheet. Of 
the total amount, $35 million, or 65%, relates to KU's ash ponds and landfills decommissioning 
AROs. The most significant assumptions surrounding AROs are the forecasted retirement costs, 
the discount rates and the inflation rates. A variance in the forecasted retirement costs, the 
discount rates or the inflation rates could have a significant impact on the ARO liabilities. 

The following chati reflects the sensitivities related to KU's ash ponds and landfills 
decommissioning ARO liabilities as of December 31, 2010. There is no significant change to the 
annual depreciation expense of the ARO asset or the annual accretion expense of the ARO 
liability as a result of changing the assumptions. The sensitivities below reflect an evaluation of 
the change based solely on a change in that assumption. 

Retirement Cost 
Discount Rate 
Inflation Rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Impact on 
ARO Liability 

$4/$(4) 
$(2)/$1 
$2/$(2) 
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Asset Retirement Obligations 

LG&E is required to recognize a liability for legal obligations associated with the retirement of 
long-lived assets. The initial obligation is measured at its estimated fair value. An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to expense 
over the useful life of the asset. Until the obligation is settled, the liability is increased, through 
the recognition of accretion expense in the Statements of Income, for changes in the obligation 
due to the passage of time. An offsetting regulatory asset is recognized to reverse the 
depreciation and accretion expense related to the ARO such that there is no income statement 
impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be 
recognized when incuned if the fair value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate 
fair value. Fair value is developed using an expected present value technique based on 
assumptions of market participants that considers estimated retirement costs in current period 
dollars that are inflated to the anticipated retirement date. These and dollars are then discounted 
back to the date the ARO was incurred. Changes in assumptions and estimates included within 
the calculations of the fair value of AROs could result in significantly different results than those 
identified and recorded in the financial statements. Estimated ARO costs and settlement dates, 
which affect the carrying value of various AROs and the related assets, are reviewed periodically 
to ensure that any material changes are incorporated into the estimate of the obligations. Any 
change to the capitalized is amortized over the remaining life of the associated long-lived asset. 
See Note 3, Asset Retirement Obligations, for additional information on AROs.LG&E has not 
settled any signifieant AROs. 

At December 31, 2010, LG&E had AROs totaling $49 million recorded on the Balance Sheet. 
Of the total amount, $29 million, or 59%, relates to LG&E's ash ponds, landfills, and gas mains 
decommissioning AROs. The most significant assumptions surrounding AROs are the 
forecasted retirement costs, the discount rates and the inflation rates. A variance in the 
forecasted retirement costs, the discount rates 01' the inflation rates could have a significant 
impact on the ARO liabilities. 

The following chart reflects the sensitivities related to LG&E's ash ponds, landfills, and gas 
mains decommissioning ARO liabilities as of December 31, 2010. There is no significant 
change to the mmual depreciation expense ofthe ARO asset or the annual accretion expense of 
the ARO liability as a result of changing the assumptions. The sensitivities below reflect an 
evaluation of the change based solely on a change in that assumption. 

Retirement Cost 
Discount Rate 
Inflation Rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Impact on 
ARO Liability 

$3/$(3) 
$(2)/$2 
$2/$(2) 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Daly, Karen 
Thursday, January 27, 2011 3:43 PM 
Moelier, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
Summary of Significant Accounting Policies - Asset Retirement Obligations - v2 

Attached are additional change for this section. 

KU - Summary of LGE - Summary ofLKE - Summary of 
Significant Ac... Significant A... Significant A. .. 

If you have any questions on this section, please let Angela know. 

Karell L. Daly 
Accounting Analyst 1II 
Property Accounting 
(502) 627-4279 

1 
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Asset Retirement Obligations 

KU recognizes various legal obligations associated with the retirement oflong-lived assets as 
liabilities in the financial statements. Initially this obligation is measured at fair value. An 
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
tlll'ough the recognition of accretion expense classified in the Statements of Income, for changes 
in the obligation due to the passage of time. An offsetting regulatory asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. Estimated 
ARO costs and settlement dates, which affect the carrying value of various AROs and the related 
assets, are reviewed periodically to ensure that any material changes are incorporated into the 
latest estimate of the obligations. See Note 3. Asset Retirement Obligations, for additional 
information on AROs. 
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Asset Retirement Obligations 

LG&E recognizes various legal obligations associated with the retirement of long-lived assets as 
liabilities in the financial statements. Initially this obligation is measured at fair value. An 
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
tl1l'ough the recognition of accretion expense classified in the Statements of Income, for changes 
in the obligation due to the passage of time. An offsetting regulatory asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. Estimated 
ARO costs and settlement dates, which affect the callying value of various AROs and the related 
assets, are reviewed periodically to ensure that any material changes are incorporated into the 
latest estimate of the obligations. See Note 3, Asset Retirement Obligations, for additional 
information on AROs. 
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Asset Retirement Obligations 

LKE recognizes various legal obligations associated with the retirement of long-lived assets as 
liabilities in the financial statements. Initially this obligation is measured at fair value. An 
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to 
expense over the useful life of the asset. Until the obligation is settled, the liability is increased, 
through the recognition of accretion expense classified in the Statements of Income, for changes 
in the obligation due to the passage of time. An offsetting regulatory asset is recognized to 
reverse the depreciation and accretion expense related to the ARO such that there is no income 
statement impact. The regulatory asset is relieved when the ARO has been settled. Estimated 
ARO costs and settlement dates, which affect the carrying value of various AROs and the related 
assets, are reviewed periodically to ensure that any niaterial changes are incorporated into the 
latest estimate of the obligations. See Note 3, Asset Retirement Obligations, for additional 
information on AROs. 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Moeller, Diane 
Thursday, January 27, 2011 6:38 PM 
Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
RE: Critical Accounting Policies - Asset Retirement Obligations - v2 

I'm sorry - I know I made these changes, but I am having Word problems. They are done now, but I won't update share 
point for a bit. 

From: Daly, Karen 
Sent: Thursday, January 27,2011 3:41 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Critical Accounting Policies - Asset Retirement Obligations - v2 

Attached are additional changes for all three companies. 

« File: LKE - Critical Accounting Policies - Asset Retirement Obligations v2.docx» «File: KU - Critical Accounting 
Policies - Asset Retirement Obligations v2.docx» «File: LGE - Critical Accounting Policies - Asset Retirement 
Obligations v2.docx» 

J(aren L. Daly 
Accounting Analyst III 
Property Accounting 
(502) 627-4279 

1 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Completed. 

From: Daly, Karen 

Moeller, Diane 
Thursday, January 27, 2011 6:40 PM 
Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 
RE: Summary of Significant Accounting Policies - Asset Retirement Obligations - v2 

Sent: Thursday, January 27, 2011 3 :43 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Summary of Significant Accounting Policies - Asset Retirement Obligations - v2 

Attached are additional change for this section. 

« File: KU - Summary of Significant Accounting Policies - Asset Retirement Obligations v2.docx» «File: LGE­
Summary of Significant Accounting Policies - Asset Retirement Obligations v2.docx» «File: LKE - Summary of 
Significant Accounting Policies - Asset Retirement Obligations.docx » 
If you have any questions on this section, please let Angela know. 

[((Ire" L. D(lly 
Accounting Analyst III 
Propelty Accounting 
(502) 627-4279 

1 
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Clark, Ed 

From: Daly, Karen 
Sent: Friday, January 28, 2011 9:13 AM 
To: 
Cc: 

Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Critical Accounting Policies - Asset Retirement Obligations - v2 

Please see attached. In the review I found that we forgot to add a word in our changes. 

This is the second paragraph of this section only. The wording is the same for all three companies so I am just attaching 
one file. 

Paragraph 2-
Critical Account,,, 

From: Moeller, Diane 
Sent: Thursday, January 27, 2011 6:38 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Critical Accounting Policies - Asset Retirement Obligations - v2 

I'm sorry -I know I made these changes, but I am having Word problems. They are done now, but I won't update share 
point for a bit. 

From: Daly, Karen 
Sent: Thursday, January 27,2011 3:41 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Critical Accounting Policies - Asset Retirement Obligations - v2 

Attached are additional changes for all three companies. 

« File: LKE - Critical Accounting Policies - Asset Retirement Obligations v2.docx» «File: KU - Critical Accounting 
Policies - Asset Retirement Obligations v2.docx» «File: LGE - Critical Accounting Policies - Asset Retirement 
Obligations v2.docx» 

[((lrell L. D(lly 
Accounting Analyst III 
Propelty Accounting 
(502) 627 -4279 

1 
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In determining AROs, management must make significant judgments and estimates to calculate 
fair value. Fair value is developed using an expected present value technique based on 
assumptions of market patiicipants that considers estimated retirement costs in current period 
dollars that are inflated to the anticipated retirement date and then discounted back to the date the 
ARO was incurred. Changes in assumptions and estimates included within the calculations of the 
fair value of AROs could result in significantly different results than those identified and 
recorded in the financial statements. Estimated ARO costs and settlement dates, which affect the 
carrying value of various AROs and the related assets, are reviewed periodically to ensure that 
any material changes are incorporated into the estimate ofthe obligations. Any change to the 
capitalized asset is amortized over the remaining life of the associated long-lived asset. See Note 
3, Asset Retirement Obligations, for additional information on AROs. 
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Clark, Ed 

From: Moelier, Diane 
Sent: Friday, January 28, 2011 9:25 AM 
To: 
Cc: 

Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Crescente, Angela 

Subject: RE: Critical Accounting Policies - Asset Retirement Obligations - v2 

Done. 

From: Daly, Karen 
Sent: Friday, January 28, 2011 9: 13 AM 
To: Moelier, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Critical Accounting Policies - Asset Retirement Obligations - v2 

Please see attached. In the review I found that we forgot to add a word in our changes. 

This is the second paragraph ofthis section only. The wording is the same for all three companies so I am just attaching 
one file. 

« File: Paragraph 2 - Critical Accounting Policies - Asset Retirement Obligations v3.docx» 

From: Moelier, Diane 
Sent: Thursday, January 27, 2011 6:38 PM 
To: Daly, Karen; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: RE: Critical Accounting Policies - Asset Retirement Obligations - v2 

I'm sorry - I know I made these changes, but I am having Word problems. They are done now, but I won't update share 
point for a bit. 

From: Daly, Karen 
Sent: Thursday, January 27, 2011 3:41 PM 
To: Moeller, Diane; Fackler, Andrea; McDaniels, Jason 
Cc: Crescente, Angela 
Subject: Critical Accounting Policies - Asset Retirement Obligations - v2 

Attached are additional changes for all three companies. 

« File: LKE - Critical Accounting Policies - Asset Retirement Obligations v2.docx» «File: KU - Critical Accounting 
Policies - Asset Retirement Obligations v2.docx» «File: LGE - Critical Accounting Policies - Asset Retirement 
Obligations v2.docx» 

Karen L. Daly 
Accounting Analyst JI] 

Property Accounting 
(502) 627-4279 

1 
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Clark, Ed 

From: 
Sent: 
To: 

Cc: 
Subject: 

Moeller, Diane 
Friday, January 28, 2011 10:02 AM 
Moeller, Diane; Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; 
Williams, Scott; Erskine, Greg; Pemberton, Courtney; Higdon, Kelli 
McDaniels, Jason 
RE: LKE table updates - KU is updated 

KU is updated. Please review. 
thanks 

From: Moeller, Diane 
Sent: Tuesday, January 25, 2011 7:20 PM 
To: Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; Williams, Scott; Erskine, Greg; Pemberton, 
Courtney; Higdon, Kelli 
Cc: McDaniels, Jason 
Subject: LKE table updates 

I have formatted the tables in the LKE file. Would you please review and validate that your data is still there and 
proper? Please let me know when completed/any changes to be made. LGE & KU to follow. 

If you are not responsible for the note in LGE, please advise who I should contact. 
thanks 
Diane 

LKE 

Tipton/Stuecker 
Crescente 

Whitaker 

Whitaker 

Pienaar 
Higdon 
Williams 

Pienaar 
Erskine 

Pemberton 

Diane L. Moeller, CPA 
KForce Consultant 

Note 2 regulatory assets &liabilities section only 
Note 3 Asset Retirement Obligations 

Note 4 Derivative Financial Instruments 

Note 5 Fair Value Measurements 

Note 6 Goodwill and Other Intangible Assets 
Note 8 Pension and Other Postretirement Benefit 

Note 9 income taxes 
Note 13 acquisition by PPL 

Note 16 selected quarterly data 

Note 19 Discontinued Ops 

1 
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Clark, Ed 

From: Moeller, Diane 
Sent: 
To: 

Friday, January 28, 2011 10:33 AM 
Crescente, Angela 

Subject: RE: LKE table updates - KU is updated 

Use the files in folder M2 

From: Crescente, Angela 
Sent: Friday, January 28, 2011 10:25 AM 
To: Moeller, Diane 
Subject: RE: LKE table updates - KU is updated 

Did you make these changes in the footnote sections are Share Point because it still shows I'm the last one to make 
changes? 

From: Moeller, Diane 
Sent: Friday, January 28, 201110:02 AM 
To: Moeller, Diane; Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; Williams, Scott; Erskine, Greg; 
Pemberton, Courtney; Higdon, Kelli 
Cc: McDaniels, Jason 
Subject: RE: LKE table updates - KU is updated 

KU is updated. Please review. 
thanks 

From: Moeller, Diane 
Sent: Tuesday, January 25, 2011 7:20 PM 
To: Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; Williams, Scott; Erskine, Greg; Pemberton, 
Courtney; Higdon, Kelli 
Cc: McDaniels, Jason 
Subject: LKE table updates 

I have formatted the tables in the LKE file. Would you please review and validate that your data is still there and 
proper? please let me know when completed/any changes to be made. LGE & KU to follow. 

If you are not responsible for the note in LGE, please advise who I should contact. 
thanks 
Diane 

LKE 

Tipton/stuecker Note 2 regulatory assets &liabilities section only_ 

Crescente Note 3 Asset Retirement Obligations 

Whitaker Note 4 Derivative Financial Instruments 

Whitaker Note 5 Fair Value Measurements 

Pienaar Note 6 Goodwill and Other Intangible Assets 

1 
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Higdon 

Williams 

Pienaar 
Erskine 

Pemberton 

Diane L. Moeller, CPA 
KForce Consultant 

Note 8 Pension and Other Postretirement Benefit 

Note 9 income taxes 
Note 13 acquisition by PPL 

Note 16 selected quarterly data 

Note 19 Discontinued Ops 

2 

Attachment to Response to KU AG-1 Question No. 201 
Page 950 of 1014 
Charnas



Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Friday, January 28, 2011 1 :58 PM 
Moeller, Diane 

Subject: RE: LKE table updates - KU is updated 

KU and LKE look good to me. 

From: Moeller, Diane 
Sent: Friday, January 28, 201110:33 AM 
To: Crescente, Angela 
Subject: RE: LKE table updates - KU is updated 

Use the files in folder M2 

From: Crescente, Angela 
Sent: Friday, January 28, 201110:25 AM 
To: Moeller, Diane 
Subject: RE: LKE table updates - KU is updated 

Did you make these changes in the footnote sections are Share Point because it still shows I'm the last one to make 
changes? 

From: Moeller, Diane 
Sent: Friday, January 28, 201110:02 AM 
To: Moeller, Diane; Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; Williams, Scott; Erskine, Greg; 
Pemberton, Courtney; Higdon, Kelli 
Cc: McDaniels, Jason 
Subject: RE: LKE table updates - KU is updated 

KU is updated. Please review. 
thanks 

From: Moeller, Diane 
Sent: Tuesday, January 25, 2011 7:20 PM 
To: Tipton, Karen; Crescente, Angela; Whitaker, Sherrie; Pienaar, Lesley; Williams, Scott; Erskine, Greg; Pemberton, 
Courtney; Higdon, Kelli 
Cc: McDaniels, Jason 
Subject: LKE table updates 

I have formatted the tables in the LKE file. Would you please review and validate that your data is still there and 
proper? Please let me know when completed/any changes to be made. LGE & KU to follow. 

If you are not responsible for the note in LGE, please advise who I should contact. 
thanks 
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Diane 

LKE 

Tipton/Stuecker 
Crescente 

Whitaker 

Whitaker 

Pienaar 
Higdon 

Williams 

Pienaar 
Erskine 

Pemberton 

Diane L. Moeller, CPA 
KForce Consultant 

Note 2 regulatory assets &liabilities section only 
Note 3 Asset Retirement Obligations 

Note 4 Derivative Financial Instruments 

Note 5 Fair Value Measurements 

Note 6 Goodwill and Other Intangible Assets 
Note 8 Pension and Other Postretirement Benefit 

Note 9 income taxes 

Note 13 acquisition by PPL 
Note 16 selected quarterly data 

Note 19 Discontinued Ops 

2 
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Clark, Ed 

From: Wiseman, Sara 
Sent: 
To: 

Friday, February 04, 2011 8:19 AM 
Crescente, Angela 

Subject: FW: question on ARO wording 

From: Moeller, Diane 
Sent: Thursday, February 03, 2011 7: 18 PM 
To: Wiseman, Sara 
Subject: question on ARO wording 

Sara, 

Barry and I are having a hard time understanding the wording on the following paragraph taken from LKE Note llong 
lived & intangible assets 

Asset Retirement Obligations 

LKE recognizes various legal obligations associated with the retirement of long-lived assets as liabilities in the financial 
statements. Initially this obligation is measured at fair value. An equivalent amount is recorded as an increase in the 
value of the capitalized asset and allocated to expense over the useful life of the asset. Until the obligation is settled, the 
liability is increased, through the recognition of accretion expense classified in the Statements of Income, for changes in 
the obligation due to the passage of time. 

I think we are missing something about the expense being classified as "Depreciation, accretion and amortization" in the 
Statements of Income. Any thoughts? Is this an issue in LGE and KU as well? 
thanks 

Diane L. Moeller, CPA 
KForce Consultant 

1 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Diane: 

Crescente, Angela 
Friday, February 11, 20115:19 PM 
Moeller, Diane 
LKE - Asset Retirement Obligations.docx 

This one is just missing the colon used on the other two companies instead of a period after December 31,2010. 

LKE - Asset 
Retirement Obli ... 

Thanks, 
Angela 

1 
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Asset Retirement Obligations 

LKE is required to recognize a liability for legal obligations associated with the retirement of 
long-lived assets. The initial obligation is measured at its estimated fair value. An equivalent 
amount is recorded as an increase in the value of the capitalized asset and allocated to expense 
over the useful life of the asset. Until the obligation is settled, the liability is increased, tln'ough 
the recognition of accretion expense in the Consolidated Statements ofIncome, for changes in 
the obligation due to the passage of time. An offsetting regulatory asset is recognized to reverse 
the depreciation and accretion expense related to the ARO such that there is no income statement 
impact. The regulatory asset is relieved when the ARO has been settled. An ARO must be 
recognized when incurred if the fair value of the ARO can be reasonably estimated. 

In determining AROs, management must make significant judgments and estimates to calculate 
fair value. Fair value is developed using an expected present value technique based on 
assumptions of market participants that considers estimated retirement costs in current period 
dollars that are inflated to the anticipated retirement date and then discounted back to the date the 
ARO was incurred. Changes in assumptions and estimates included within the calculations of the 
fair value of AROs could result in significantly different results than those identified and 
recorded in the financial statements. Estimated ARO costs and settlement dates, which affect the 
carrying value of various AROs and the related assets, are reviewed periodically to ensure that 
any material changes are incorporated into the estimate ofthe obligations. Any change to the 
capitalized asset is amortized over the remaining life of the associated long-lived asset. See Note 
4, Asset Retirement Obligations, for further information on AROs. 

At December 31, 2010, LKE had AROs totaling $103 million recorded on the Consolidated 
Balance Sheets. Of the total amount, $64 million, or 62%, relates to LKE's ash ponds, landfills 
and gas mains. The most significant assumptions surrounding AROs are the forecasted 
retirement costs, the discount rates and the inflation rates. A variance in the forecasted retirement 
costs, the discount rates or the inflation rates could have a significant impact on the ARO 
liabilities. 

The following chart reflects the sensitivities related to LKE's ARO liabilities for ash ponds, 
landfills and gas mains as of December 31, 2010;. 

Retirement cost 
Discount rate 
Inflation rate 

Change in 
Assumption 

10%/(10)% 
0.25%/(0.25)% 
0.25%/(0.25)% 

Impact on 
ARO Liability 

$7/$(7) 
$(4)/$3 
$4/$(4) 
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Clark, Ed 

From: Moeller, Diane 
Sent: 
To: 

Friday, February 11, 2011 6:08 PM 
Crescente, Angela 

Subject: RE: LKE - Asset Retirement Obligations.docx 

completed 

From: Crescente, Angela 
Sent: Friday, February 11, 2011 5:19 PM 
To: Moeller, Diane 
Subject: LKE - Asset Retirement Obligations.docx 

Diane: 

This one is just missing the colon used on the other two companies instead of a period after December 31, 2010. 

« File: LKE - Asset Retirement Obligations.docx» 
Thanks, 
Angela 
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Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Tracking: 

Stacy, 

Crescente, Angela 
Tuesday, February 15, 2011 4:37 PM 
Ritchey, Stacy 
RE: ARO Explanation 

Recipient 

Ritchey, Stacy 

The best explanation I have is: 

Read 

Read: 2/15/2011 5:01 PM 

An Asset Retirement Obligation is any asset that has to be disposed of in a legally required manner. For example, 
asbestos, closing of ash ponds/landfills, gas main and service abandonments, etc. Another instance of an ARO would be 
if we have a contractual obligation to do something, like returning something to "green space". Actually, the field 
personnel have a better idea of what qualifies since they know what assets have to be removed/disposed of properly or 
what contracts we have out there. If there is any question as to whether or not something qualifies as an ARO, we 
usually get the Legal and Environmental departments involved in helping us with the decision. 

Thanks, 
Angela 

From: Ritchey, Stacy 
Sent: Tuesday, February 15, 2011 3:39 PM 
To: Crescente, Angela 
Subject: ARO Explanation 

Angela, 

One of our project managers has requested guidance to know when something qualifies for ARO and how to treat it. 
Rusty suggested you or someone in Property may have a white paper or a short description of ARO which details what it 
is so we can provide guidance to our managers for the future. Do you have anything that would work? Thanks, 

Stacy Ritchey 
Sr Budget Analyst 
Project Engineering 
BOC Phone: (502) 627-4388 
EW Brown Phone (859) 748-4455 
Fax: (502) 217-4980 
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Clark, Ed 

From: Leenerts, Patricia 
Sent: 
To: 

Monday, March 28, 2011 10:02 AM 
Porter, Janice 

Cc: 
Subject: 

Sundheimer, Glenn; Crescente, Angela 
RE: Project 130940-Reline Wells 

New assets, which will have cost of removal associated with the asset retirement obligation, are put into the appropriate 
Plant Account and thus through Property Accounting mapped into the appropriate Depreciation (Depr) Group. The Well 
assets which fall under ARO are the initial drilling of the well, well casing, well relining. These are the assets which cause 
the Asset Retirement Obligation liability to be setup on our books. 

Thanks, 

Pat 
502-627-3811 

From: Porter, Janice 
Sent: Monday, March 28, 2011 9: 12 AM 
To: Leenerts, Patricia 
Cc: Sundheimer, Glenn; Crescente, Angela 
Subject: RE: Project 130940-Reline Wells 

Why is this ARO if the wells are relined and not plugged? 

From: Leenerts, Patricia 
Sent: Friday, March 25, 2011 6:30 PM 
To: Porter, Janice 
Cc: Sundheimer, Glenn 
Subject: RE: Project 130940-Reline Wells 

Here's the info after my review. 

This project does not look ready for review as it is missing data. 

The Major Location sib GUS-KY not GSF 
The Asset Location sib Magnolia not Mag Storage Field 
We need at least one 107001 and 108901 for a likely well that will be on this project. 

The unit estimate for relining - casings - is G352.50 Well Equipment-ARO and the RU is CASINGS - ARO ONLY 

Please make the above changes and get with me if you feel it necessary. 

Thanks, 

Pat 
502-627-3811 

From: Porter, Janice 
Sent: Thursday, March 24, 2011 4:46 PM 
To: Leenerts, PatriCia 
Cc: Sundheimer, Glenn 
Subject: Project 130940-Reline Wells 
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Pat, 
Please review this project. If there any changes, please get with Glenn. I am out tomorrow, but back in on Monday with 
the hopes of getting this project processes. 
Thanks, 
Janice 

Janice W. Porter 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Monday, March 28, 201111:14 AM 
Porter, Janice 

Cc: 
Subject: 

Sundheimer, Glenn; Leenerts, Patricia 
RE: Project 130940-Reline Wells 

Just to add a little extra for documentation purposes .... 

The only time you have to put a "CP" task on a project is when you are actually retiring an ARO (in this case, the 
well). This step that Pat is talking about belongs at the very beginning of an asset's life to initiate the future obligation to 
retire the asset maybe 20 years from now. It is important to set the asset up in the right depreciation group for it to 
begin the journey to being retired in a certain fashion at some point in the future. I hope this helps. Feel free to call if 
you have any questions. 

Thanks, 
Angela 

From: Leenerts, Patricia 
Sent: Monday, March 28, 201110:02 AM 
To: Porter, Janice 
Cc: Sundheimer, Glenn; Crescente, Angela 
Subject: RE: Project 130940-Reline Wells 

New assets, which will have cost of removal associated with the asset retirement obligation, are put into the appropriate 
Plant Account and thus through Property Accounting mapped into the appropriate Depreciation (Depr) Group. The Well 
assets which fall under ARO are the initial drilling of the well, well casing, well relining. These are the assets which cause 
the Asset Retirement Obligation liability to be setup on our books. 

Thanks, 

Pat 
502-627-3811 

From: Porter, Janice 
Sent: Monday, March 28, 2011 9:12 AM 
To: Leenerts, Patricia 
Cc: Sundheimer, Glenn; Crescente, Angela 
Subject: RE: Project 130940-Reline Wells 

Why is this ARO if the wells are relined and not plugged? 

From: Leenerts, Patricia 
Sent: Friday, March 25, 2011 6:30 PM 
To: Porter, Janice 
Cc: Sundheimer, Glenn 
Subject: RE: Project 130940-Reline Wells 

Here's the info after my review. 

This project does not look ready for review as it is missing data. 
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The Major Location sib GUS-KY not GSF 
The Asset Location sib Magnolia not Mag Storage Field 
We need at least one 107001 and 108901 for a likely well that will be on this project. 

The unit estimate for relining - casings - is G352.50 Well Equipment-ARO and the RU is CASINGS - ARO ONLY 

Please make the above changes and get with me if you feel it necessary. 

Thanks, 

Pat 
502-627-3811 

From: Porter, Janice 
Sent: Thursday, March 24, 2011 4:46 PM 
To: Leenerts, Patricia 
Cc: Sundheimer, Glenn 
Subject: Project 130940-Reline Wells 

Pat, 
Please review this project. If there any changes, please get with Glenn. I am out tomorrow, but back in on Monday with 
the hopes of getting this project processes. 
Thanks, 
Janice 

Janice W. Porter 
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Clark, Ed 

From: 
Sent: 
To: 

Leenerts, Patricia 
Friday, April 01,2011 4:32 PM 
Thomas, Zach 

Cc: Porter, Janice; Crescente, Angela 
Subject: RE: AlP Project Approval- 126441 - ORIGINAL 

Zach, I cannot identify the charges which hit the RO TANK as they came through on a credit card purchase. Can you give 
me some more detail on these tanks (material, size/gallons, etc). Also, what does RO stand for? The other task currently 
setup is SPENT ACID TANKS. Explain a little about the liquid that will be stored in these various tanks. If you have 
already planned on purchasing additional tanks, for other liquids, then please go ahead and explain those to me now also. 

Did you find out about tank disposal or cleaning? If the estimate is not something that you expect to get soon, then I will 
need a rough estimate now. I am trying to determine if the cost of cleaning or disposal of these tanks will make them 
qualify as AROs (Asset Retirement Obligations). 

Thanks, 

Pat 
502-627-3811 

From: Thomas, Zach 
Sent: Wednesday, January 13, 2010 12:03 PM 
To: Leenerts, Patricia 
Cc: Porter, Janice; Skaggs, John 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

Pat, 
The current tanks were probably purchased with O&M money instead of capital, so they probably do not show up 
anywhere as a retirement item. Due to the liqUids contained within some of the tanks, there will probably be a removal 
cost for cleaning and disposal of the tanks. The purchase of the tanks will likely be staggered due to the different waste 
sources and coordination of liquid waste disposal. Most of the tanks will be at Magnolia, we might replace 1 or 2 at the 
Center facility. As the tanks are purchased, I will try to set up a task either for each tank or for each type of liquid that 
they will be used to contain. I do not have any quotes yet for tank disposal, so that will ultimately determine how many 
tanks we will be able to dispose of and purchase with this project. If you need anything else, let me know. 

Thanks, 
Zach 

From: Skaggs, John 
Sent: Wednesday, January 13, 2010 9: 18 AM 
To: Thomas, Zach 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

Zach, 

Please answer what you can. 
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Thanks, 
John 

From: Porter, Janice 
Sent: Wednesday, January 13, 2010 9:09 AM 
To: Skaggs, John 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

John, 
Can you answer these questions. 
Thanks. 

From: Porter, Janice 
Sent: Wednesday, January 13, 2010 9:08 AM 
To: Leenerts, Patricia 
Subject: RE: AlP Project Approval - 126441 - ORIGINAL 

After I complete monthly financial reporting. Until then, I am sending this to John Skaggs. Most of the questions he can 
answer. 
Thanks, 
Janice 

Janice W. Porter, CPA, MBA 

From: Leenerts, Patricia 
Sent: Wednesday, January 13, 2010 8:39 AM 
To: Porter, Janice 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

Janice, 

When do you expect to respond to this email so that I may approve? 

Thanks, 

Pat 
502-627-3811 

From: Leenerts, Patricia 
Sent: Monday, January 11, 2010 8:09 PM 
To: Porter, Janice 
Subject: RE: AlP Project Approval- 126441 - ORIGINAL 

Janice, 

Please don't forget that I am here to help you. Please consider letting me review the AlPs prior to you submitting for 
approval. There are several corrections that I will make for you. Making these corrections is harder at this point than if 
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you had made them before submitting for approval. If these error continue, then I will need to reject them for you to 
correct. Rejecting causes the AlP to go through the entire AlP approval cycle again, 

I have some questions before I can approve this AlP: 

How did you come up with the plant account and UOP as I do not find plastic tanks under this UOP to retire? Are you 
able to give me an example of a tank that may be retired or the project the original plastic tanks were purchased under? 
Are all tanks to be purchased/installed at the same time? 
Are all tanks to be purchasedlinstalled at the same location or tax district (Le, Magnolia Compressor Station)? Where? 
Are you adding task as each tank is purchased/installed? 
Ideally there should be at least one task that is not the budget tasks, this may Q@vent the $1 upload problem, 

When completing the AlP a quantity must be shown with the materials unit estimate, I know that it is unknown how many 
tanks are to be purchased, but the materials estimate was based on some quantity and that is the quantity that you 
include on the unit estimate, This AlP is out of balance: the materials costs listed in the "Investment Materials" section 
should equal the material amount shown from the unit estimate (s/b $22,300 in this case), Also, when completing the 
retirement information on the unit estimate, then you include an estimated quantity but DO NOT include dollars, The 
dollars here are for the material of the asset that is being retired and not for the cost of removal as you have done on this 
automated AlP, I will make the corrections required from this paragraph and let you know when you can add a task as 
mentioned above (if you choose to do so). I may need to make this task level unitization, 

Thanks, 

Pat 
502-627-3811 

From: JANICE,PORTER@EON-US.COM [mailto:JANICE.PORTER@EON-U5,COM] 
Sent: Monday, January 11, 2010 2:54 PM 
To: Leenerts, Patricia 
Subject: AlP Project Approval - 126441 - ORIGINAL 

LG&E project number 126441 (MAG PURCHASE PLASTIC TANKS) has been submitted for your approval. 
Please login to PowerPlant and respond to the items awaiting your approval. 

login to powerplant 

3 

Attachment to Response to KU AG-1 Question No. 201 
Page 964 of 1014 
Charnas



Clark, Ed 

From: 
Sent: 
To: 
Subject: 

Angela 

Trenary, Samara 
Tuesday, April 05, 2011 8:56 AM 
Crescente, Angela 
Comments 

There were two paragraphs removed from the Asset Retirement Obligation footnote that you prepare. You can view the 
changes on the sharepoint site. Let me know if you have any questions. Thanksl 

Samara 
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Clark, Ed 

From: Thomas, Zach 
Sent: 
To: 

Thursday, April 07, 2011 2:39 PM 
Leenerts, Patricia 

Cc: Porter, Janice; Crescente, Angela 
Subject: RE: AlP Project Approval- 126441 - ORIGINAL 

Pat, 
RO stands for Reverse Osmosis. It is used to hold water during the purification process. The $2217 purchase was for 
heat trace to prevent the tank from freezing during cooler temperatures. I think the $2771 charge was for tank 
insulation. 

I think the disposal cost for an average plastic tank is around $300. 

Zach 

From: Leenerts, Patricia 
Sent: Friday, April 01, 2011 4:32 PM 
To: Thomas, Zach 
Cc: Porter, Janice; Crescente, Angela 
Subject: RE: AlP Project Approval - 126441 - ORIGINAL 

Zach, I cannot identify the charges which hit the RO TANK as they came through on a credit card purchase. Can you give 
me some more detail on these tanks (material, size/gallons, etc). Also, what does RO stand for? The other task currently 
setup is SPENT ACID TANKS. Explain a little about the liquid that will be stored in these various tanks. If you have 
already planned on purchasing additional tanks, for other liquids, then please go ahead and explain those to me now also. 

Did you find out about tank disposal or cleaning? If the estimate is not something that you expect to get soon, then I will 
need a rough estimate now. I am trying to determine if the cost of cleaning or disposal of these tanks will make them 
qualify as AROs (Asset Retirement Obligations). 

Thanks, 

Pat 
502-627-3811 

From: Thomas, Zach 
Sent: Wednesday, January 13, 2010 12:03 PM 
To: Leenerts, Patricia 
Cc: Porter, Janice; Skaggs, John 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

Pat, 
The current tanks were probably purchased with O&M money instead of capital, so they probably do not show up 
anywhere as a retirement item. Due to the liquids contained within some of the tanks, there will probably be a removal 
cost for cleaning and disposal of the tanks. The purchase of the tanks will likely be staggered due to the different waste 
sources and coordination of liquid waste disposal. Most of the tanks will be at Magnolia, we might replace 1 or 2 at the 
Center facility. As the tanks are purchased, I will try to set up a task either for each tank or for each type of liquid that 
they will be used to contain. I do not have any quotes yet for tank disposal, so that will ultimately determine how many 
tanks we will be able to dispose of and purchase with this project. If you need anything else, let me know. 

Thanks, 

1 

Attachment to Response to KU AG-1 Question No. 201 
Page 966 of 1014 
Charnas



Zach 

From: Skaggs, John 
Sent: Wednesday, January 13, 2010 9: 18 AM 
To: Thomas, Zach 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

Zach, 

Please answer what you can. 

Thanks, 
John 

From: Porter, Janice 
Sent: Wednesday, January 13, 2010 9:09 AM 
To: Skaggs, John 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

John, 
Can you answer these questions. 
Thanks. 

From: Porter, Janice 
Sent: Wednesday, January 13, 2010 9:08 AM 
To: Leenerts, Patricia 
Subject: RE: AlP Project Approval - 126441 - ORIGINAL 

After I complete monthly financial reporting. Until then, I am sending this to John Skaggs. Most of the questions he can 
answer. 
Thanks, 
Janice 

Janice W. Porter, CPA, MBA 

From: Leenerts, Patricia 
Sent: Wednesday, January 13, 20108:39 AM 
To: Porter, Janice 
Subject: FW: AlP Project Approval - 126441 - ORIGINAL 

Janice, 

When do you expect to respond to this email so that I may approve? 

Thanks, 

Pat 
502-627-3811 
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From: Leenerts, Patricia 
Sent: Monday, January 11, 2010 8:09 PM 
To: Porter, Janice 
Subject: RE: AlP Project Approval - 126441 - ORIGINAL 

Janice, 

Please don't forget that I am here to help you. Please consider letting me review the AlPs prior to you submitting for 
approval. There are several corrections that I will make for you. Making these corrections is harder at this point than if 
you had made them before submitting for approval. If these error continue, then I will need to reject them for you to 
correct. Rejecting causes the AlP to go through the entire AlP approval cycle again. 

I have some questions before I can approve this AlP: 

How did you come up with the plant account and UOP as I do not find plastic tanks under this UOP to retire? Are you 
able to give me an example of a tank that may be retired or the project the original plastic tanks were purchased under? 
Are all tanks to be purchasedlinstalled at the same time? 
Are all tanks to be purchasedlinstalled at the same location or tax district (I.e. Magnolia Compressor Station)? Where? 
Are you adding task as each tank is purchased/installed? 
Ideally there should be at least one task that is not the budget tasks, this may llli'vent the $1 upload problem. 

When completing the AlP a quantity must be shown with the materials unit estimate. I know that it is unknown how many 
tanks are to be purchased, but the materials estimate was based on some quantity and that is the quantity that you 
include on the unit estimate. This AlP is out of balance: the materials costs listed in the "Investment Materials" section 
should equal the material amount shown from the unit estimate (s/b $22,300 in this case). Also, when completing the 
retirement information on the unit estimate, then you include an estimated quantity but DO NOT include dollars. The 
dollars here are for the material of the asset that is being retired and not for the cost of removal as you have done on this 
automated AlP. I will make the corrections required from this paragraph and let you know when you can add a task as 
mentioned above (if you choose to do so). I may need to make this task level unitization. 

Thanks, 

Pat 
502-627-3811 

From: JANICE.PORTER@EON-U5.COM [mailto:JANICE.PORTER@EON-U5.COM] 
Sent: Monday, January 11, 2010 2:54 PM 
To: Leenerts, Patricia 
Subject: AlP Project Approval - 126441 - ORIGINAL 

LG&E project number 126441 (MAG PURCHASE PLASTIC TANKS) has been submitted for your approval. 
Please login to PowerPlant and respond to the items awaiting your approval. 

login to powerplant 

3 

Attachment to Response to KU AG-1 Question No. 201 
Page 968 of 1014 
Charnas



Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 

Tuesday, April 12, 201110:22 AM 
Trenary, Samara 

Subject: RE: ARO footnote 

Samara: 

I apologize, I thought for sure I saved that! Please see the attached for LGE: 

Note 4 - Asset 
Retirement Obli ... 

Thanks! 
Angela 

From: Trenary, Samara 
Sent: Tuesday, April 12, 2011 9:59 AM 
To: Crescente, Angela 
Subject: RE: ARO footnote 

Do we need a write-up paragraph for LGE like you had for KU? 

From: Crescente, Angela 
Sent: Monday, April 11, 2011 5:20 PM 
To: Trenary, Samara 
Cc: Wiseman, Sara 
Subject: RE: ARO footnote 

Samara: 

Please see the attached footnote updates: 

« File: Note 4 - Asset Retirement Obligations LKE.docx» « File: Note 4 - Asset Retirement Obligations KU.docx» « 
File: Note 4 - Asset Retirement Obligations LGE.docx» 

Thanks, 
Angela 

From: Trenary, Samara 
Sent: Monday, April 11,20111:35 PM 
To: Crescente, Angela 
Cc: Wiseman, Sara 
Subject: ARO footnote 
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Angela 

Will you let me know when you have the reporting package complete? Also, will you provide the updated numbers to 
the footnote? I believe I need all of this by 8am tomorrow. Let me know if you have any questions. Thanks! 
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Note 4 - Asset RetiI'ement Obligations 

A summary ofLG&E's net ARO assets, ARO liabilities and regulatory assets established under 
the asset retirement and environmental obligations guidance of the FASB ASC follows: 

As of December 31,2010 

ARO accretion and depreciation 
ARO settlements 
Removal cost incurred 

As of Error! Reference source not found.March 
M,2011 

ARONet 
Assets 

$ 45 

f--
f--
f--

$ f45 

ARO 
Liabilities 

$ (49) 

ell) 
f--
f--

$ (ffSO) 

Regulatory 
Assets 

$ 7 

$ 

At March 31, 2011, AROs totaling $50 million were recorded on the Balance Sheet of which $1 
million is included in "Other current liabilities." 

Pursuant to regulatory treatment prescribed under the regulated operations guidance of the F ASB 
ASC, an offsetting regulatory credit for the ARO accretion and depreciation expense was 
recorded in "Depreciation and amOliization" in the Condensed Statements of Income. As such, 
there is no impact on net income for the ARO accretion and depreciation. The ARO liabilities are 
offset by cash settlements that have not yet been applied; therefore, ARO net assets, ARO 
liabilities and regulatory asset balances do not net to zero. 

LG&E's AROs are primarily related to the final retirement of assets associated with generating 
units and natural gas mains and wells. LG&E's transmission and distribution lines largely 
operate under perpetual propeliy easement agreements which do not generally require restoration 
upon removal of the property. Therefore, under the asset retirement and envirOllllental 
obligations guidance of the FASB ASC, no material asset retirement obligations are recorded for 
transmission and distribution assets. 
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Clark, Ed 

From: Crescente, Angela 
Sent: 
To: 
Cc: 

Thursday, June 23, 2011 2:03 PM 
Allen, Lisa; Satkamp, Mark 
Wiseman, Sara 

Subject: RE: ARO Quarterly Questionnaire.docx 

Lisa and Mark: 

An ARO is any asset that has a legal, environmental or contractual obligation/requirement to be removed/disposed of in 
a certain manner. This also includes returning land back into "green space". One example would be asbestos since the 
removal and disposal of it generally requires the men in the little white suits to come and take care of it. Another 
example would be our ash ponds/landfills. It is a requirement that the retirement of them are handled in a certain 
fashion and the land is cover soiled and seeded. 

In your example, it would depend on what type of equipment you are purchasing. If this equipment has no legal, 
environmental, or contractual obligation to remove/retire it a certain way, then it would not qualify as an ARO. Please 
feel free to call me if you would like to discuss it further and we can speak to your specific issue with the equipment. If 
this information is sufficient enough in helping you decide, please let me know that too. 

Thanks, 
Angela 

From: Allen, Usa 
Sent: Thursday, June 23, 2011 10:05 AM 
To: Satkamp, Mark 
Cc: Wiseman, Sara 
Subject: RE: ARO Quarterly Questionnaire.docx 

If they result in a legal obligation to remove the asset/equipment once we are finished with it, yes. If not, no. If you 
have more questions as to if it qualifies, I think that Property can probably provide some more insight. 

Sara - any guidance you can give Mark to determine if his AlPs would be AROs. Is there any general guidance you have 
on what qualifies for AROs? 

Lisa 

From: Satkamp, Mark 
Sent: Thursday, June 23, 2011 9:45 AM 
To: Allen, Usa 
Subject: RE: ARO Quarterly Questionnaire.docx 

Several of the Gas Control 2011 AlPs involve the installation of new equipment. Would all of these be applicable to 
question #3 ? 
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Clark, Ed 

From: 
Sent: 
To: 

Subject: 

Hi all: 

Wiseman, Sara 
Thursday, November 10, 201112:45 PM 
Amlung, Kim; Clark, Ed; Clark, Lynda; Crescente, Angela; Daly, Karen; Griffin, Sharon; 
Kinder, Debra; Kuntz, John; Leenerts, Patricia; Riggs, Eric; Rose, Bruce; Wacker, Diana 
ARO review 

As you may know, we have recently discovered some AROs in the gas area which should have been recorded in a 
previous year. As you can guess, this has caused concern to Sr. Management. Therefore, Shannon and Valerie have 
asked us to work with folks in the field to once again review our fixed assets to determine whether there are any other 
AROs which have been missed. In order to accomplish this Shannon will be sending out emails to various folks in the 
field requesting help. Additionally, we will also be having meetings. Several of you may be copied on the emails and 
receive meeting notices, depending on the functional areas you work on. 

ScwcvW~ 

/vI~, PY"operty ACCOiM'lt"'VYlff' 
<9ffi,ce; 502.62 7.3189 
ceLl..- 502.338.0886 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leenerts, Patricia 
Thursday, November 10, 2011 8:24 AM 
Crescente, Angela 
Wiseman, Sara; Sundheimer, Glenn 
ARO review 

Angela, you may already know (I couldn't get others to show up on calendar) that Glenn will not be attending tomorrow, 
did ask if he had any other things that would be plugged or sealed, offering the regulator pit example and farm taps, He is 
only "wells" and said that there was nothing else, 

Thanks, 

Pat 
502-627-3811 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Attachments: 

Follow Up Flag: 
Flag Status: 

Hey Joe, 

Crescente, Angela 
Tuesday, November 01,20114:10 PM 
'Joseph Holt' 
Wacker, Diana; Kinder, Debra; Josh Hirschel; Jim Ogilvie; 'asmith@pwrplan.com' 
RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE -
CLOSING ISSUE [ ref:OO [ref:00D6KJDN.5006FE4Ma:ref 1 
LGE TEST OCTOBER.xlsx; LGE TEST NOVEMBER.xlsx; Support - PA Depr Problem.pdf 

Follow up 
Flagged 

Well ...... 1 thought it was fixed because it looked OK in the PP ledger in the test system, but I tested it out one more time 
to be sure. The PP depr ledger for the PPL Purchase Accounting set of books did get wiped clean in October like it should 
with my depr adjustments (see screenshots), but it is popping out journals (in the wrong direction). I have attached 
screen shots of the 3 assets that make up the $187.72 that originally started the problem. I would have expected to see 
a debit to 403 and a credit to 108 for $187.72 in October. Instead, I see the $182.72 doubled ($375.43) and going in the 
wrong direction (credit to 403 and debit to 108). Then, in November, the exact same $375.43 (credit to 403 and debit to 
108) is still happening. I have attached October and November JE rows to show you. 

Let me know if you have any questions. I know this is a twisted maze. 

Thanks, 
Angela 

From: Joseph Holt [mailto:jholt@pwrplan.com] 
Sent: Wednesday, October 12, 2011 5:04 PM 
To: Crescente, Angela 
Cc: Wacker, Diana; Kinder, Debra; Josh Hirschel; Jim Ogilvie 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:00D6KJDN.5006FE4Ma:ref] 

Angela, 

I'm glad to hear there is a workaround! Please let me know if you need anything else from me for the data fix. 

As for a code change, I will submit a maintenance item for this, but I can not say for certain when the maintenance will 
be completed and delivered. I would monitor these transition AROs closely if there is a need to book one before a code 
change is delivered, and it should be possible to correct the data prior to any journals being sent in the unlikely event 
that this situation occurs again. 

Thank you, 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
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Atlanta, GA 30339 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.coml 
Sent: Wednesday, 12 October, 2011 2:06 PM 
To: Joseph Holt 
Cc: Wacker, Diana; Kinder, Debra 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:00D6KJDN.5006FE4Ma:ref 1 

Joe, 

After playing around in DEV with a combination of depr exp and depr reserve adjustments, I think we finally got it to 
work. I am going to test it out one more time when DEV refreshes over the weekend to be sure of exactly which 
procedure I think worked. I will keep you posted. Are you still planning on a fix for the future so this doesn't happen 
again? 

Thanks, 
Angela 

From: Joseph Holt [mailto:jholt@pwrplan.comj 
Sent: Wednesday, October 12, 2011 12:01 PM 
To: Crescente, Angela 
Cc: Wacker, Diana; Kinder, Debra 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:00D6KJDN.5006FE4Ma:ref 1 

Angela, 

I was forgetting something important here: For CPR Depr, individually depreciated assets, Depreciable Base = NBV, in 
this case, 0$ cost -104k reserve = -104K base, and therefore negative expense. I don't believe there should be any 
reserve for the PPL Purchase Accounting set of books. Therefore, if you adjust the reserve to 0$ and rerun depreciation, 
this issue should go away. 

Thanks! 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.comj 
Sent: Wednesday, 12 October, 201110:16 AM 
To: Joseph Holt 
Cc: Wacker, Diana; Kinder, Debra 
Subject: FW: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:00D6KJDN.5006FE4Ma:ref 1 

Joe, 

It's baaaaack! It doubled the base to get a full month of depr this time, so it's still 
broken. 
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Thanks, 
Angela 

-----Original Message-----
From: Joseph Holt [maHto: jholt@pwrplan.com] 
Sent: Wednesday, October 12, 2011 10:39 AM 
To: Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref 1 

Angela, 

I can connect now if you have a minute. I am on PowerPlant Support 24. 

3 

Attachment to Response to KU AG-1 Question No. 201 
Page 977 of 1014 
Charnas



Thank you, 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

-----Original Message-----
From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, 12 October, 2011 8:35 AM 
To: Joseph Holt; PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Josh Hirschel 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

OK. Than ks Joe! 

-----Original Message-----
From: Joseph Holt [mailto:jholt@pwrplan.com] 
Sent: Wednesday, October 12, 2011 9:34 AM 
To: Crescente, Angela; PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Josh Hirschel 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

I will be available at 10:30 Eastern and will send you an email. 

Thanks! 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

-----Original Message-----
From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, 12 October, 2011 8:32 AM 
To: PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Jim Ogilvie; Josh Hirschel; Jim Dahlby; Joseph Holt 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

I can gotoassist \1henever you are ready. 

-----Original Message-----
From: Plant Support [mail to: support@pwrplan. com] 
Sent: Wednesday, October 12, 2011 9:30 AM 
To: Wacker, Diana; Kinder, Debra; Crescente, Angela 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
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Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

Angela, 

Can you please forward the email belowtojholt@pwrplan.com? I am having trouble viewing 
these pictures. 

Also, would it be possible for you to connect me to your PC via gotoassist? 

Thank you, 
Joe 

--------------- Original Message --------------­
From: Crescente, Angela [Angela.Crescente@lge-ku.com] 
Sent: 10/12/2011 8:56 AM 
To: support@pwrplan.com; 
Diana.Wacker@lge-ku.com; 
Debra.Kinder@lge-ku.com 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ref:00 [ref:00D6KJDN.5006FE4Ma:ref ] 

Joe, 

You are correct, this problem does not happen with new AROs. 

However, due to a situation that we had to fix in September this year with some of our AROs, 
we needed to settle some older ones and set them up again with a January date so that the 
cumulative effect would "catch up" accretion and depreciation through September. We also did 
this in November 2010 due to the acquisition from PPL in order to capture the November 
accretion. However, the difference is that the purchase accounting set of books was not 
completed until December 2010. This is the first time we have done a transition ARO since 
then and although not likely, I cannot say for sure that we will never need to set up 
transitions again if it is decided that we need to account for the cumulative effect. 

Therefore, we still need a fix for this in the event that we have to do something with 
transitions again. We cannot correct what happened, because there is no purchase accounting 
cost or asset, only a basis from which depreciation is computed. In the three screenshots 
below, you can see there is no purchase accounting ending plant in service, only a 
depreciable base in the depr ledger. 

Thanks, 

Angela 

[cid:image002.jpg@01CC88BC.B0401280] 
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[cid:image008.jpg@01CC88BC.B0401280] 

[cid:image009.jpg@01CC88BC.B0401280] 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.com] 
Sent: Tuesday, October ii, 2011 11:26 PM 
To: Wacker, Diana; Kinder, Debra 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com; Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

Debra, 

To remove the incorrect depreciation basis, you should be able to perform a standard 
depreciation adjustment or CPR adjustment for that basis only for the book cost. 

My question on the transition piece is why are is the ARO transition module to set up new 
AROs. The transition module, including the cumulative effective adjustment, was built to 
help comply with the 2003 adoption of FAS143, but it is no longer generally used as the 
adoption period has passed. 

I believe this problem could be avoided by entering new AROs through the standard ARO module, 
although this would need to be tested in DEV. 

Thanksl 

Joe 

--------------- Original Message ---------------

From: Kinder, Debra [Debra.Kinder@lge-ku.com] 

Sent: 10/7/2011 9:15 AM 

To: support@pwrplan.com<mailto:support@pwrplan.com>; 
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Diana.Wacker@lge-ku.com<mailto:Diana.Wacker@lge-ku.com> 

Cc: jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; 
jholt@pwrplan.com<mailto:jholt@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; 
jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; Angela.Crescente@lge­
ku.com<mailto:Angela.Crescente@lge-ku.com> 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ref:00D6KJDN.5006FE4Ma:ref ] 

Elizabeth, 

Our concerns are why this happened with the set up of the ARO transition assets, how to 
prevent it from happening again and how to get the basis that was created on the Purchase 
Accounting depreciation ledger removed so depreciation will not be calculated next month. Our 
DEV instance will be refreshed this weekend if that will help with the research of these 
issues. 

Thanks, 

Deb 

-----Original Message-----

From: Plant Support [mailto:support@pwrplan.com]<mailto:[mailto:support@pwrplan.com]> 

Sent: Thursday, October 06, 2011 5:16 PM 

To: Wacker, Diana 

Cc: jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; 
jholt@pwrplan.com<mailto:jholt@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; 
jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; Kinder, Debra; Crescente, Angela 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00D6KJDN.5006FE4Ma:ref ] 

Diana, 

You will need to do a depr adjustment to remove the amount from the one set of books. 
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Thanks, 

Elizabeth Cowart 

--------------- Original Message ---------------

From: Wacker, Diana [Diana.Wacker@lge-ku.com) 

Sent: 10/6/2011 4:20 PM 

To: support@pwrplan.com<mailto:support@pwrplan.com> 

Cc: Debra.Kinder@lge-ku.com<mailto:Debra.Kinder@lge-ku.com>; Angela.Crescente@lge­
ku.com<mailto:Angela.Crescente@lge-ku.com>; 
jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>; 
jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>; 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>; 
jholt@pwrplan.com<mailto:jholt@pwrplan.com> 

Subject: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 

All: 

We have a Closing Issue. We set up Transition ARO's on both LGE and KU. Somehow these 
transition ARO's created a Purchase Accounting Depr Reserve Adjustment, which created entries 
for depreciation expense. It basically duplicated the financial set of books entry - the 
financial set of book entry is correct - BUT THE PURCHASE ACCOUNTING SET OF BOOKS IS NOT 
CORRECT. 

There is a fictitious depr basis on the Purchase Accounting Set of Books, which created 
depreciation entries. I am sending screen shots of the Depr Ledger for the reserve activity 
for both sets of books. 

This is in PRODUCTION only. Please let me know what other information I can provide to help 
you with getting this corrected. 

Thanks, 

Diana Wacker 

502-627-4054 
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The information contained in this transmission is intended only for 

the person or entity to which it is directly addressed or copied. 

It may contain material of confidential and/or private nature. Any 

review, retransmission, dissemination or other use of, or taking of 

any action in reliance upon, this information by persons or 

entities other than the intended recipient is not allowed. If you 

received this message and the information contained therein by 

error, please contact the sender and delete the material from 

your/any storage medium. 

Thanks, 

Elizabeth Cowart 

PowerPlant Support 

770.937.3000 

ref:00D6KJDN. S006FE4Ma: ref 

This e-mail message is for the sole use of the intended recipient(s). It may contain 
confidential information, legally privileged information or other information subject to 
legal restrictions. If you are not the intended recipient, you may not read it, copy it, use 
it, or disclose it. Please notify the sender by replying to this message, and then delete or 
destroy all copies of this message in all media. Also, this email message is not an offer or 
acceptance, and it is not intended to be all or part of an agreement. Thank you. 

This e-mail message is for the sole use of the intended recipient(s). It may contain 
confidential information, legally privileged information or other information subject to 
legal restrictions. If you are not the intended recipient, you may not read it, copy it, use 
it, or disclose it. Please notify the sender by replying to this message, and then delete or 
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destroy all copies of this message in all media. Also, this email message is not an offer or 
acceptance, and it is not intended to be all or part of an agreement. Thank you. 

This e-mail message is for the sale use ofthe intended recipient(s). It may contain confidential information, 
legally privileged information or other information subject to legal restrictions. If you are not the intended 
recipient, you may not read it, copy it, use it, or disclose it. Please notify the sender by replying to this message, 
and then delete or destroy all copies of this message in all media. Also, this email message is not an offer or 
acceptance, and it is not intended to be all or part of an agreement. Thank you. 

This e-mail message is for the sale use of the intended recipient(s). It may contain confidential information, 
legally privileged infonnation or other infOimation subject to legal restrictions. If you are not the intended 
recipient, you may not read it, copy it, use it, or disclose it. Please notify the sender by replying to this message, 
and then delete or destroy all copies of this message in all media. Also, this email message is not an offer or 
acceptance, and it is not intended to be all or part of an agreement. Thank you. 
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month 
10/1/2011 0:00 
10/1/2011 0:00 

company_number deblt3redltJndlC<ltor 
100 
100 o 

amount e:Ue_code 
(375.43) DEPR EXPENSE 

(375.43) DEPR EXPENSE 

gU_ccount 
0099-111-Q00099..Q00099-403111..QOOO..Q697..QOOO· 
0099-304-0oo099..Q00099-108107..Q000..Q697..Q000· 

gl_statu:Ud description 
1 LOUISVILLE GAS & ELECTRIC COMPANY 
1 LOUISVILLE GAS & ELECTRIC COMPANY 

de5Crlptlon 
Accrue monthly depreciation expense 
Accrue monthly deprecl:ltlon expen~e 
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month company_number deblt_credltJndlc:ltor 

11/1/20110:00 100 

11/1/20110:00 100 

ilmount eUe_code 
(375.43) DEPR EXPENSE 

(375.43) DEPR EXPENSE 

gl_account 
0099-111"()00099-000099-403111-0000-0697-0000· 

0099-304-000099-000099-108107-0000-0697-0000-

gl_status_ld dMcrlptlon 
1 LOUISVILLE GAS & ELECTRIC COMPANY 

1, LOUISVILLE GAS & ELECTRICCOMPANY 

description 
Accrue monthly dcprecl:lt!on expense 
Accrue monthly dcprQcl<ltJon Qxpense 
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Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

ARO Quarterly 
Questionnaire.d ... 

Garrett, Chris 
Tuesday, November 01, 2011 8:58 AM 
Wiseman, Sara 
Crescente, Angela 
ARO Quarterly Questionnaire.docx 
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ARO Quarterly Questionnaire 

Please answer the following questions for the period since the date of your last completed 
questionnaire. 

1. To the best of your knowledge, are you aware of any changes that would impact the 
valuation of the asset retirement obligations ("AROs") that have been identified? Such 
changes may include changes in laws, statutes, regulations, precedents set by the 
Company, contracts, permits, celiificates of need, right of way agreements, market costs 
01' available resources for remediation, 01' planned retirements. (Please list) 

Answer: No (assuming we've addressed the issues communicated in the recent CPCN filing 
announcing the expected retirements at Cane Run, Green River, and Tyrone.) 

2. To the best ofyoUl' knowledge, are you aware of any acquired assets, land, or leases that 
will create an ARO? (Please list, include location) 

Answer: No 

3. To the best of your knowledge, are you aware of any new construction that will create an 
ARO? (Please list, include location) 

Answer: No 

4. In celiain very limited circumstances the Company could be determined to be obligated 
to retire an asset or a group of assets based upon a commitment made to a third pmiy. Are 
you aware of any communications either written 01' verbal between representatives of 
LKE and third pmiies with respect to retirement of an asset or a group of assets owned by 
LKE at the end of operations or a specific point in time? If so, please list the identities of 
the LKE representatives and assets involved, as well as the third pmiy or pmiies who 
were involved and the context in which the discussions took place. 

Answer: No 

Completed by: 
Chris Gal'l'ettt _________________________ _ 
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For the quarter ended: 
_9/30/2011 __________________ _ 
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Crescente, Angela 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Hi Angela, 

McCammon, Virginia 
Tuesday, October 18, 2011 5:54 PM 
Crescente, Angela 
LGE ARO Reg Assets 

Follow up 
Completed 

I'm preparing the LGE regulatory asset information that will be included in the Form 3. I have identified the following ARO assets with credit activity in Q3-2011. 

Account Account Line Description JeName Credits 

182326 OTHER REGULATORY ASSETS ARO - GAS Journal Import J421-0100-0811 Adjustment USD 31-AUG-11 0.01 
Created 

182327 OTHER REGULATORY ASSETS ARO- Journal Import J422-0 1 00-0811 Adjustment USD 31-AUG-II 0.02 
COMMON Created 

Can you please let me know if these items should be documented as credits, or if they should be netted against the debits due to the nature of the activity? 

Just a heads up -I will also have this question if applicable for KU, but it may be a couple more days before I pull the activity. If it is easier for you, feel free to 
provide the same info related to any KU credits. 

Thanks in advance for your help! 

Ginny Copelin McCammon, CPA 

LG&E and KU Energy LLC 
220 West Main Street 
Louisville, KY 40202 
Direct: 502-627-3239 
Fax: 502.627.3800 
virginia mccammon@lge-kucom 

.,;,. Please consider the environment before printing this e-mail. 
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Clark, Ed 

From: 
Sent: 
To: 

Sechler, Joel R <JRSechler@pplweb.com> 
Friday, October 14, 2011 3:18 PM 
Crescente, Angela 

Subject: RE: LGE-KU ARO Note for 03 

Angela, 

The note was due this morning. So I talked to our reporting people yesterday, and they pulled the clarity file for me. Its 
not big deal, and I understand you didn't want to step on any toes. Your ARO's are more complicated due to the offsetting 
with reg assets. Our's are a little more straight forward since we only have them on the deregulated side of the house. 

I think I was confused with the 1 st Otr, because I had an Excel reporting package from LGE and KU, and I get a similar 
one from our Global Operations. I think last quarter someone from the reporting side tied out your portion of the ARO to 
the consolidated total. 

Thanks, 

Joel 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.comj 
Sent: Friday, October 14, 2011 3:07 PM 
To: Sechler, Joel R 
Subject: RE: LGE-KU ARO Note for Q3 

Joel, 

When did you actually need it by? I wanted to make sure it had been reviewed by Financial Reporting before I sent you 
anything in case there were changes. I didn't want to step on any toes. 

Thanks, 
Angela 

From: Sechler, Joel R [mailto:JRSechler@pplweb.comj 
Sent: Friday, October 14, 2011 3:04 PM 
To: Erskine, Greg 
Cc: Crescente, Angela 
Subject: RE: LGE-KU ARO Note for Q3 

Greg 

It's not a big deal. The note was completed on time. Your right it will work beUer this way. Going forward I'll get 
the numbers from someone with Clarity access here. Have a nice weekend. 

Thanks, 
Joel 

From: Erskine, Greg [mailto:Greg.Erskine@lge-ku.comj 
Sent: Friday, October 14, 2011 1:53 PM 
To: Sechler, Joel R 
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Cc: Crescente, Angela Michelle 
Subject: RE: LGE-KU ARO Note for Q3 

Joel: 

We received a reporting package and we plan on completing it and sending it back, but I don't know the due date 
exactly. I thought getting the numbers from Clarity might save you some time and trouble. I hope I didn't create any 
confusion. 

Greg 

From: Sechler, Joel R [mailto:JRSechler@pDlweb.comJ 
Sent: Friday, October 14, 2011 1:46 PM 
To: Erskine, Greg 
Cc: Crescente, Angela 
Subject: RE: LGE-KU ARO Note for Q3 

Hi Greg, 

No, I don't have access to Clarity; however, I talked to someone from our reporting group and they were able to get me a 
copy of the tables. I was confused and thought we'd still be getting a reporting package. Thanks for following up. 

Joel 

From: Erskine, Greg [mailto:Greg.Erskine@lge-ku.comJ 
Sent: Friday, October 14, 2011 1:43 PM 
To: Sechler, Joel R 
Cc: Crescente, Angela Michelle 
Subject: FW: LGE-KU ARO Note for Q3 
Importance: High 

Joel: 

I updated the LKE, LG&E and KU amounts in the tables in the ARO footnote in Clarity a couple of days ago. The amounts 
in the footnote now represent 9/30/11 YTD activity and balances. Do you have access to Clarity? 

Greg 

From: Crescente, Angela 
Sent: Friday, October 14, 20111:22 PM 
To: Erskine, Greg 
Cc: Pienaar, Lesley; Wiseman, Sara 
Subject: FW: LGE-KU ARO Note for Q3 
Importance: High 

Greg: 

I thought I should pass this along to you guys to respond to since you will be sending the finalized reporting package to 
PPL. 

Thanks, 
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Angela 

From: Sechler, Joel R [mailto:JRSechler@pplweb.coml 
Sent: Tuesday, October 11, 2011 4:08 PM 
To: Crescente, Angela 
Subject: LGE-KU ARO Note for Q3 
Importance: High 

Hi Angela, 

I'm working on the conSOlidated ARO Note for 03 for PPL Corp. I know the LGE reporting package isn't due until next 
week, but could I get a copy of the amounts for your ARO note when they are finished and reviewed? It will be a big help 
in meeting the deadline. Let me know if you have any questions or concerns. 

Thank you, 

Joel Sechlel' 
Financial Accounting - Asset Management 
610-774-3948 
)RSechler@pplweb.com, GENTW10 

The information contained in this message is intended only for the personal and confidential use of the 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. Tfyon have 
received this communication in error, please notify us immediately, and delete the original message. 

The information contained in this transmission is illtellded only for the pel'soll 01' elltity to which it is directly 
addressed 01' copied. It may cOlltailllllaterial of cOllfidelltial amllor private lIature. AllY review, 
retransmission, dissemillatioll 01' other use of, 01' takillg of allY action illreli(lIIce UpOIl, this illforlll(ttioll by 
persolls 01' elltities otlter thall tlte illtellded recipiellt is 1I0t ([I/owed.lfyoureceived this message ([lid the 
illform(ttion cOlltailled therein by error, ple(tse COllt([Ct the sender and delete the materialfrolll your/allY 
storage medium. 
The information contained in this message is intended only for the personal and confidential use of the 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. Tfyon have 
received this communication in enor, please notify us immediately, and delete the original message. 

The information contained in this tJ'{lIIsl1lissioll is illtended ollly for the persoll 01' elltity to which it is directly 
addressed or copied. It I1I([Y contain /1I(tterial of cOllfidelltial (lIIdlor private nature. AllY review, 
retransmissioll, dissemillatioll 01' other use of, 01' t([killg of allY actioll inreliallce upon, this information by 
persolls 01' elltities other th(1II the illtellded recipient is 1I0t ([/lowed. If you received this mess([ge ami the 
iliforl1latioll contailled therein by errol', please COli tact the sell del' alld delete the IIUlterialfrom YOllrl([IIY 
storage medium. 
The information contained in this message is intended only for the personal and confidential use of the 
recipient(s) named above. Tfthe reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in enol' and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. Tfyou have 
received this communication in error, please notify us immediately, and delete the original message. 
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Tile illforl1latioll cOlltuilled ill til is tr(tllsmissioll is ill tended ollly for tile persoll 01' entity to which it is directly 
uddressed 01' copied. It may COli tail, muteriul of cOllfidelltial alld/or private lIuture. AllY review, 
retNl11smissioll, dissemimltioll 01' other lise of, 01' takillg of (my actioll illreliallce UpOIl, this illforlllatioll by 
persons 01' elltities other thall the illtellded recipiellt is not allowed. Ijyou received this message alld the 
illforl1latioll cOlltailled thereill by errol', please cOlltact the semler alld delete the IIU1terictljrom your/allY 
stoJ'(lge mediuIII. 
The information contained in this message is intended only for the personal and confidential use of the 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying ofthis message is strictly prohibited. If you have 
received this communication in error, please notify us immediately, and delete the original message. 
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Clark, Ed 

From: 
Sent: 

Sechler, Joel R <JRSechler@pplweb,com> 
Friday, October 14, 20113:04 PM 

To: Erskine, Greg 
Cc: Crescente, Angela 
Subject: RE: LGE-KU ARO Note for Q3 

Greg 

It's not a big deal. The note was completed on time, Your right it will work better this way, Going forward I'll get 
the numbers from someone with Clarity access here, Have a nice weekend, 

Thanks, 
Joel 

From: Erskine, Greg [mailto:Greg,Erskine@lge-ku.com] 
Sent: Friday, October 14, 20111:53 PM 
To: Sechler, Joel R 
Cc: Crescente, Angela Michelle 
Subject: RE: LGE-KU ARO Note for Q3 

Joel: 

We received a reporting package and we plan on completing it and sending it back, but I don't know the due date 
exactly. I thought getting the numbers from Clarity might save you some time and trouble, I hope I didn't create any 
confusion. 

Greg 

From: Sechler, Joel R [mailto:JRSechler@pplweb.com] 
Sent: Friday, October 14, 20111:46 PM 
To: Erskine, Greg 
Cc: Crescente, Angela 
Subject: RE: LGE-KU ARO Note for Q3 

Hi Greg, 

No, I don't have access to Clarity; however, I talked to someone from our reporting group and they were able to get me a 
copy of the tables. I was confused and thought we'd still be getting a reporting package. Thanks for following up, 

Joel 

From: Erskine, Greg [mailto:Greg.Erskine@lge-ku.com] 
Sent: Friday, October 14, 20111:43 PM 
To: Sechler, Joel R 
Cc: Crescente, Angela Michelle 
Subject: FW: LGE-KU ARO Note for Q3 
Importance: High 
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Joel: 

I updated the LKE, LG&E and KU amounts in the tables in the ARO footnote in Clarity a couple of days ago. The amounts 
in the footnote now represent 9/30/11 YTO activity and balances. Do you have access to Clarity? 

Greg 

From: Crescente, Angela 
Sent: Friday, October 14, 2011 1:22 PM 
To: Erskine, Greg 
Cc: Pienaar, Lesley; Wiseman, Sara 
Subject: FW: LGE-KU ARO Note for Q3 
Importance: High 

Greg: 

I thought I should pass this along to you guys to respond to since you will be sending the finalized reporting package to 
PPL. 

Thanks, 
Angela 

From: Sechler, Joel R [mailto:JRSechler@pplweb.comJ 
Sent: Tuesday, October 11, 2011 4:08 PM 
To: Crescente, Angela 
Subject: LGE-KU ARO Note for Q3 
Importance: High 

Hi Angela, 

I'm working on the consolidated ARO Note for Q3 for PPL Corp. I know the LGE reporting package isn't due until next 
week, but could I get a copy of the amounts for your ARO note when they are finished and reviewed? It will be a big help 
in meeting the deadline. Let me know if you have any questions or concerns. 

Thank you, 

Joel Sec/ller 
Financial Accounting - Asset Management 
610-774-3948 
IRSechler@pplweb.com, GENTWlO 

The information contained in this message is intended only for the personal and confidential use of the 
recipient(s) named above. If the reader ofthis message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notifY us immediately, and delete the original message. 

The infor/1wtion cont([illed iI/ this trmlslllission is intellded ollly for the person or entity to which it is directly 
addressed or copied. It III([Y cOllt([iIl1ll([tel'ial of cOlljidellti([1 ([lIdlor priv([te lIature. Any review, 
retr(//lsmissio11, disselllill([tioll or other use of, or t([kil1g of ([11)' ([ction ill reli([I1Ce Up011, this iltjorl/wtiol1 by 
perSOI1S or elltities other t//(/I/ the intended recipiellt is 110t ([{{owed. Ij)'ou received this message (///{/ the 
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illfol'l1l(1tioll cOlltailled thereill by errol', please COli tact the semler alld delete tlte lIIaterial ji'OIll your/(IIIY 
storage mediulII. 
The information contained in this message is intended only for the personal and confidential use of the 
recipient( s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notify us immediately, and delete the original message. 

Tlte illforlllatioll cOlltailled ill tltis trallsmissioll is illtended ollly for the persoll 01' elltity to which it is directly 
addressed 01' copied. It lIIay cOlltailll1laterial of cOllfidelltial alld/or private lIature. AllY review, 
retl'(tllSlllissioll, dissemilwtioll 01' other use of, 01' takillg of allY actioll illreliallce UPOII, this illforl1latioll by 
persolls 01' elltities other thall the illtended recipient is 1I0t allowed. lj'youreceived this message alld the 
illforlllatioll cOlltailled thereill by errol', please COli tact the semler alld delete the material ji'OIll your/(IIIY 
storage lIIediuIII. 
The information contained in this message is intended only for the personal and confidential use of the 
recipient( s) named above. Ifthe reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notify us immediately, and delete the original message. 
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Clark, Ed 

From: Erskine, Greg 
Sent: 
To: 

Friday, October 14, 20111:53 PM 
'Sechler, Joel R' 

Cc: Crescente, Angela 
Subject: RE: LGE-KU ARO Note for 03 

Joel: 

We received a reporting package and we plan on completing it and sending it back, but I don't know the due date 
exactly. I thought getting the numbers from Clarity might save you some time and trouble. I hope I didn't create any 
confusion. 

Greg 

From: Sechler, Joel R [mailto:JRSechler@pplweb.coml 
Sent: Friday, October 14, 2011 1:46 PM 
To: Erskine, Greg 
Cc: Crescente, Angela 
Subject: RE: LGE-KU ARO Note for Q3 

Hi Greg, 

No, I don't have access to Clarity; however, I talked to someone from our reporting group and they were able to get me a 
copy of the tables. I was confused and thought we'd still be getting a reporting package. Thanks for following up. 

Joel 

From: Erskine, Greg [mailto:Greg.Erskine@lge-ku.coml 
Sent: Friday, October 14, 2011 1:43 PM 
To: Sechler, Joel R 
Cc: Crescente, Angela Michelle 
Subject: FW: LGE-KU ARO Note for Q3 
Importance: High 

Joel: 

I updated the LKE, LG&E and KU amounts in the tables in the ARO footnote in Clarity a couple of days ago. The amounts 
in the footnote now represent 9/30/11 YTD activity and balances. Do you have access to Clarity? 

Greg 

From: Crescente, Angela 
Sent: Friday, October 14, 20111:22 PM 
To: Erskine, Greg 
Cc: Pienaar, Lesley; Wiseman, Sara 
Subject: FW: LGE-KU ARO Note for Q3 
Importance: High 

Greg: 
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I thought I should pass this along to you guys to respond to since you will be sending the finalized reporting package to 
PPL. 

Thanks, 
Angela 

From: Sechler, Joel R [mailto:JRSechler@pplweb.coml 
Sent: Tuesday, October 11, 2011 4:08 PM 
To: Crescente, Angela 
Subject: LGE-KU ARO Note for Q3 
Importance: High 

Hi Angela, 

I'm working on the consolidated ARO Note for 03 for PPL Corp. I know the LGE reporting package isn't due until next 
week, but could I get a copy of the amounts for your ARO note when they are finished and reviewed? It will be a big help 
in meeting the deadline. Let me know if you have any questions or concerns. 

Thank you, 

Joel Sechler 
Financial Accounting - Asset Management 
610-774-3948 
IRSechier@ppiweb.com, GENTW10 

The information contained in this message is intended only for the personal and confidential use of the 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notifY us immediately, and delete the original message. 

The ill formation contained ill this trallsmission is intended ollly for the persoll or elltity to which it is directly 
addressed 01' copier! It may cOlltain material of cOllfidential alld/or private lIatlire. AllY review, 
retransmissioll, dissemillation or other lise oj, or taking of allY actioll ill reliallce IIpon, this illformation by 
persons or elltities othel' tltall tlte illtended recipiellt is 1I0t allowed. If you received this message alld the 
illformatioll cOlltailled thereill by error, please COli tact the semler ([lid delete the material fi'om your/any 
storage medium. 
The information contained in this message is intended only for the personal and confidential use ofthe 
recipient(s) named above. If the reader of this message is not the intended recipient or an agent responsible for 
delivering it to the intended recipient, you are hereby notified that you have received this document in error and 
that any review, dissemination, distribution, or copying of this message is strictly prohibited. If you have 
received this communication in error, please notifY us immediately, and delete the original message. 

2 

Attachment to Response to KU AG-1 Question No. 201 
Page 1005 of 1014 
Charnas



Clark, Ed 

From: 
Sent: 
To: 
Cc: 
Subject: 

Angela, 

Joseph Holt <jholt@pwrplan.com> 
Wednesday, October 12, 2011 5:04 PM 
Crescente, Angela 
Wacker, Diana; Kinder, Debra; Josh Hirschel; Jim Ogilvie 
RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE -
CLOSING ISSUE [ref:OO [ref:00D6KJDN.5006FE4Ma:ref I 

I'm glad to hear there is a workaround! Please let me know if you need anything else from me forthe data fix. 

As for a code change, I will submit a maintenance item for this, but I can not say for certain when the maintenance will 
be completed and delivered. I would monitor these transition AROs closely if there is a need to book one before a code 
change is delivered, and it should be possible to correct the data prior to any journals being sent in the unlikely event 
that this situation occurs again. 

Thank you, 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, 12 October, 2011 2:06 PM 
To: Joseph Holt 
Cc: Wacker, Diana; Kinder, Debra 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:00D6KJDN.5006FE4Ma:ref] 

Joe, 

After playing around in DEV with a combination of depr exp and depr reserve adjustments, I think we finally got it to 
work. I am going to test it out one more time when DEV refreshes over the weekend to be sure of exactly which 
procedure I think worked. I will keep you posted. Are you still planning on a fix for the future so this doesn't happen 
again? 

Thanks, 
Angela 

From: Joseph Holt [mailto:jholt@pwrplan.com] 
Sent: Wednesday, October 12, 2011 12:01 PM 
To: Crescente, Angela 
Cc: Wacker, Diana; Kinder, Debra 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:OOD6KJDN.5006FE4Ma:ref ] 
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Angela, 

I was forgetting something important here: For CPR Depr, individually depreciated assets, Depreciable Base = NBV, in 
this case, 0$ cost -104k reserve = -104K base, and therefore negative expense. I don't believe there should be any 
reserve for the PPL Purchase Accounting set of books. Therefore, if you adjust the reserve to 0$ and rerun depreciation, 
this issue should go away. 

Thanksl 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.coml 
Sent: Wednesday, 12 October, 201110:16 AM 
To: Joseph Holt 
Cc: Wacker, Diana; Kinder, Debra 
Subject: FW: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE [ 
ref:OO [ ref:OOD6KJDN.5006FE4Ma:ref 1 

Joe, 

It's baaaaacki It doubled the base to get a full month of depr this time, so it's still 
broken. 

Thanks, 
Angela 
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-----Original Message-----
From: Joseph Holt [mailto:jholt@pwrplan.com] 
Sent: Wednesday, October 12, 2011 10:39 AM 
To: Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:0006KJON.5006FE4Ma:ref 1 

Angela, 

I can connect now if you have a minute. I am on PowerPlant Support 24. 

Thank you, 
Joe 
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Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria Parkway 
Suite 1300 
Atlanta, GA 30339 

-----Original Message-----
From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, 12 October, 2011 8:35 AM 
To: Joseph Holt; PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Josh Hirschel 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

OK. Thanks Joe! 

-----Original Message-----
From: Joseph Holt [mailto:jholt@pwrplan.com] 
Sent: Wednesday, October 12, 2011 9:34 AM 
To: Crescente, Angela; PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Josh Hirschel 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

I will be available at 10:30 Eastern and will send you an email. 

Thanks! 
Joe 

Joseph Holt 
PowerPlan Consultants 
(404) 734 - 4155 
200 Galleria parkway 
Suite 1300 
Atlanta, GA 30339 

-----Original Message-----
From: Crescente, Angela [mailto:Angela.Crescente@lge-ku.com] 
Sent: Wednesday, 12 October, 2011 8:32 AM 
To: PowerPlant Support; Wacker, Diana; Kinder, Debra 
Cc: Jim Ogilvie; Josh Hirschel; Jim Dahlby; Joseph Holt 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

I can gotoassist whenever you are ready. 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.com] 
Sent: Wednesday, October 12, 2011 9:30 AM 
To: Wacker, Dianaj Kinder, Debra; Crescente, Angela 
Cc: jogilvie@pwrplan.comj jhirschel@pwrplan.com; jdahlby@pwrplan.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

Angela, 
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Can you please forward the email belowtojholt@pwrplan.com? I am having trouble viewing 
these pictures. 

Also, would it be possible for you to connect me to your PC via gotoassist? 

Thank you, 
Joe 

--------------- Original Message --------------­
From: Crescente, Angela [Angela.Crescente@lge-ku.com] 
Sent: 10/12/2011 8:56 AM 
To: support@pwrplan.com; 
Diana.Wacker@lge-ku.com; 
Debra.Kinder@lge-ku.com 
Cc: jogilvie@pwrplan.com; jhirschel@pwrplan.com; jdahlby@pwrplan.com 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ref:00 [ref:00D6KJDN.5006FE4Ma:ref] 

Joe, 

You are correct, this problem does not happen with new AROs. 

However, due to a situation that we had to fix in September this year with some of our AROs, 
we needed to settle some older ones and set them up again with a January date so that the 
cumulative effect would "catch up" accretion and depreciation through September. We also did 
this in November 2010 due to the acquisition from PPL in order to capture the November 
accretion. However, the difference is that the purchase accounting set of books was not 
completed until December 2010. This is the first time we have done a transition ARO since 
then and although not likely, I cannot say for sure that we will never need to set up 
transitions again if it is decided that we need to account for the cumulative effect. 

Therefore, we still need a fix for this in the event that we have to do something with 
transitions again. We cannot correct what happened, because there is no purchase accounting 
cost or asset, only a basis from which depreciation is computed. In the three screenshots 
below, you can see there is no purchase accounting ending plant in service, only a 
depreciable base in the depr ledger. 

Thanks, 

Angela 

[cid:image002.jpg@01CC88BC.B0401280] 

[cid:image008.jpg@01CC88BC.B0401280] 

5 

Attachment to Response to KU AG-1 Question No. 201 
Page 1010 of 1014 
Charnas



[cid:image009.jpg@01CC88BC.B0401280] 

-----Original Message-----
From: Plant Support [mailto:support@pwrplan.com] 
Sent: Tuesday, October 11, 2011 11:26 PM 
To: Wacker, Dianaj Kinder, Debra 
Cc: jogilvie@pwrplan.comj jhirschel@pwrplan.comj jdahlby@pwrplan.comj Crescente, Angela 
Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00 [ ref:00D6KJDN.5006FE4Ma:ref ] 

Debra, 

To remove the incorrect depreciation basis, you should be able to perform a standard 
depreciation adjustment or CPR adjustment for that basis only for the book cost. 

My question on the transition piece is why are is the ARO transition module to set up new 
AROs. The transition module, including the cumulative effective adjustment, was built to 
help comply with the 2003 adoption of FAS143, but it is no longer generally used as the 
adoption period has passed. 

I believe this problem could be avoided by entering new AROs through the standard ARO module, 
although this would need to be tested in DEV. 

Thanks! 

Joe 

--------------- Original Message ---------------

From: Kinder, Debra [Debra.Kinder@lge-ku.com] 

Sent: 10/7/2011 9:15 AM 

To: support@pwrplan.com<mailto:support@pwrplan.com>j 

Diana.Wacker@lge-ku.com<mailto:Diana.Wacker@lge-ku.com> 
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Cc: jogilvie@pwrplan,com<mailto:jogilvie@pwrplan,com>j 
jholt@pwrplan,com<mailto:jholt@pwrplan,com>j 
jhirschel@pwrplan,com<mailto:jhirschel@pwrplan,com>j 
jdahlby@pwrplan,com<mailto:jdahlby@pwrplan,com>j Angela,Crescente@lge­
ku,com<mailto:Angela,Crescente@lge-ku,com> 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ref:00D6KJDN,5006FE4Ma:ref ] 

Elizabeth, 

Our concerns are why this happened with the set up of the ARO transition assets, how to 
prevent it from happening again and how to get the basis that was created on the Purchase 
Accounting depreciation ledger removed so depreciation will not be calculated next month, Our 
DEV instance will be refreshed this weekend if that will help with the research of these 
issues, 

Thanks, 

Deb 

-----Original Message-----

From: Plant Support [mailto:support@pwrplan,com]<mailto:[mailto:support@pwrplan,com]> 

Sent: Thursday, October 06, 2011 5:16 PM 

To: Wacker, Diana 

Cc: jogilvie@pwrplan,com<mailto:jogilvie@pwrplan,com>; 
jholt@pwrplan,com<mailto:jholt@pwrplan,com>; 
jhirschel@pwrplan,com<mailto:jhirschel@pwrplan,com>; 
jdahlby@pwrplan,com<mailto:jdahlby@pwrplan,com>; Kinder, Debraj Crescente, Angela 

Subject: RE: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING 
ISSUE [ ref:00D6KJDN,5006FE4Ma:ref ] 

Diana, 

You will need to do a depr adjustment to remove the amount from the one set of books, 

Thanks, 
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Elizabeth Cowart 

--------------- Original Message ---------------

From: Wacker, Diana [Diana.Wacker@lge-ku.comj 

Sent: 10/6/2011 4:20 PM 

To: support@pwrplan.com<mailto:support@pwrplan.com> 

Cc: Debra.Kinder@lge-ku.com<mailto:Debra.Kinder@lge-ku.com>j Angela.Crescente@lge­
ku.com<mailto:Angela.Crescente@lge-ku.com>j 
jogilvie@pwrplan.com<mailto:jogilvie@pwrplan.com>j 
jdahlby@pwrplan.com<mailto:jdahlby@pwrplan.com>j 
jhirschel@pwrplan.com<mailto:jhirschel@pwrplan.com>j 
jholt@pwrplan.com<mailto:jholt@pwrplan.com> 

Subject: Transition ARO - PURCHASE ACCOUNTING SET OF BOOKS DEPRECIATION ISSUE - CLOSING ISSUE 

All: 

We have a Closing Issue. We set up Transition ARO's on both LGE and KU. Somehow these 
transition ARO's created a Purchase Accounting Depr Reserve Adjustment, which created entries 
for depreciation expense. It basically duplicated the financial set of books entry - the 
financial set of book entry is correct - BUT THE PURCHASE ACCOUNTING SET OF BOOKS IS NOT 
CORRECT. 

There is a fictitious depr basis on the Purchase Accounting Set of Books, which created 
depreciation entries. I am sending screen shots of the Depr Ledger for the reserve activity 
for both sets of books. 

This is in PRODUCTION only. Please let me know what other information I can provide to help 
you with getting this corrected. 

Thanks, 

Diana Wacker 

502-627-4054 
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The information contained in this transmission is intended only for 

the person or entity to which it is directly addressed or copied. 

It may contain material of confidential and/or private nature. Any 

review, retransmission, dissemination or other use of, or taking of 

any action in reliance upon, this information by persons or 

entities other than the intended recipient is not allowed. If you 

received this message and the information contained therein by 

error, please contact the sender and delete the material from 

your/any storage medium. 

Thanks, 

Elizabeth Cowart 

PowerPlant Support 

770.937.3000 

ref:00D6KJDN. S006FE4Ma: ref 

This e-mail message is for the sole use of the intended recipient(s). It may contain 
confidential information, legally privileged information or other information subject to 
legal restrictions. If you are not the intended recipient, you may not read it, copy it, use 
it, or disclose it. Please notify the sender by replying to this message, and then delete or 
destroy all copies of this message in all media. Also, this email message is not an offer or 
acceptance, and it is not intended to be all or part of an agreement. Thank you. 

This e-mail message is for the sole use of the intended recipient(s). It may contain 
confidential information, legally privileged information or other information subject to 
legal restrictions. If you are not the intended recipient, you may not read it, copy it, use 
it, or disclose it. Please notify the sender by replying to this message, and then delete or 
destroy all copies of this message in all media. Also, this email message is not an offer or 
acceptance, and it is not intended to be all or part of an agreement. Thank you. 
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