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VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON 3 o
The undersigned, Daniel K. Arbough, being duly sworn, deposes and says that
he is Treasurer for Kentucky Utilities Company and Louisville Gas and Electric
Company and an employee of LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the responses for which he is identified as

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

information, knowledge and belief.

Daniel K. Arbough / N

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

and State, this /ﬂ& day of )@};7(///)./ 2012.

Lok W o

Notary/Public

My Commission Expires:

[ 4o/S



VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is
Vice President, State Regulation and Rates for Louisville Gas and Electric Company and
Kentucky Utilities Company and an employee of LG&E and KU Services Company, and
that he has personal knowledge of the matters set forth in the responses for which he is
identified as the witness, and the answers contained therein are true and correct to the

best of his information, knowledge and belief.

Lénnie E. Bellar

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

and State, this Zﬂg/h—- day of &sg ZM / 2012.
%L/ / % 4 (SEAL)

Notary Public

My Commission Expires:

L A2/5




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Kent W. Blake, being duly sworn, deposes and says that he is
Chief Financial Officer for Kentucky Utilities Company and Louisville Gas and Electric
Company and an employee of LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the responses for which he is identified as
the witness, and the answers contained therein are true and correct to the best of his

information, knowledge and belief.

K WA Leks

Kent W. Blake

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

and State, this Zégt day of M&V 2012.

‘ (SEAL)
Public

My Commission Expires:

L 4



VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON g o
The undersigned, Shannon L. Charnas, being duly sworn, deposes and says that
she is Director, Accounting and Regulatory Reporting for LG&E and KU Services
Company, and that she has personal knowledge of the matters set forth in the responses

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

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

C 7/ Pl
f/x \}{//éh NG\ / 4 { / L/‘ L A\ (L /

Shannon L. Charnas

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

and State, this /A %day of 'MM 2012.

(SEAL)
Notdry Public

My Commission Expires:

0/



VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Chris Hermann, being duly sworn, deposes and says that he is
Senior Vice President, Energy Delivery for Kentucky Utilities Company and Louisville
Gas and Electric Company and an employee of LG&E and KU Services Company, and
that he has personal knowledge of the matters set forth in the responses for which he is

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

C hpulla

Chris Her ann

best of his information, knowledge and belief.

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

and State, this / 0—% day of )&ZUW 2012.

ug gy e

Notafy Public

My Commission Expires:

il 9/ D015
7




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Ronald L. Miller, being duly sworn, deposes and says that he
is Director — Corporate Tax for LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the responses for which he is identified as
the witness, and the answers contained therein are true and correct to the best of his

information, knowledge and belief.

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

and State, this /2 L“/iday of W/ 2012.
—<@U / %/Zia,/ (SEAL)

Nota{y Public

My Commission Expires:

3 A1




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Gary H. Revlett, being duly sworn, deposes and says that he is
Director — Environmental Affairs for LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the responses for which he is identified as
the witness, and the answers contained therein are true and correct to the best of his

information, knowledge and belief.

Ll Pl

Gary I{}f’Revlett

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

and State, this Z(l% day of SAZQZM 2’4 / 2012,
/ / %oj/(SEAL)
Notary Public y

My Commission Expires:

?



VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is
Controller for Kentucky Utilities Company and Louisville Gas and Electric Company and
an employee of LG&E and KU Services Company, and that she has personal knowledge
of the matters set forth in the responses for which she is identified as the witness, and the
answers contained therein are true and correct to the best of her information, knowledge

and belief.

/
Vileoie OE [0 &J

Valerie L. Scott

Subscribed and sworn to befoye me, a Notary Public in and before said County
and State, this Zﬂ%b'day of W 2012.
/ %ﬁ (SEAL)

Notar¥ Public

My Commission Expires:




VERIFICATION

COMMONWEALTH OF PENNSYLVANIA )
COUNTY OF CUMBERLAND g o

The undersigned, John J. Spanos, being duly sworn, deposes and says
that he is the Senior Vice President, Valuation and Rate Division, for Gannett Fleming,
Inc., that he has personal knowledge of the matters set forth in the responses for which he

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

best of his information, knowledge and belief.

JOHN J. SPA(NOS’

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

2 ./ N A
and Commonwealth, this - ,’/(2’/ %day of NT ot 2 / 2012.

o

“ NotaryPublic

(SEAL)

My Commission Expires:

7/
" i i 5
St L 2

/
C

CGMMONWEAETH OF PENNSYLVANIA
' Notarlal Seal
Cheryl Ann Rutter, Notary Public
£ast Pennsboro Twp., Cumberland County
My Commission Expires Feb. 20, 2015
MEMBER, PENNGYLVANIA ASSOCIATION ©OF NOTARIES




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Paul W. Thompson, being duly sworn, deposes and says that
he is Senior Vice President, Energy Services for Kentucky Utilities Company and
Louisville Gas and Electric Company and an employee of LG&E and KU Services
Company, and that he has personal knowledge of the matters set forth in the responses for
which he is identified as the witness, and the answers contained therein are true and

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

/4//«\?"“

Paul W. Th/ompson\‘

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

and State, this // }V-—k/day of %}M 2012,

Notarf Pﬁblic

My Commission Expires:

Ty arse




Response to KIUC-2 Question No. 1
Page 1 of 3
Arbough
KENTUCKY UTILITIES COMPANY
CASE NO. 2012-00221
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated August 28, 2012
Question No. 2.1

Responding Witness: Daniel K. Arbough

Q2.1 Refer to page 8 lines 8-18 of Mr. Arbough’s Direct Testimony addressing the
proforma adjustments to pension, post-retirement, and post-employment benefits
expenses.

a.

It appears that the March 2012 Mercer study provided in response to KIUC 1-
1 is incomplete. For example, there is no support for postretirement benefits
costs. Please provide a copy of the entire study. In addition, please annotate
the amounts shown in the Mercer study to the workpapers provided in
response to KIUC 1-1.

Please provide a detailed description of the differences between the
“regulatory accounting” methodology and the “financial accounting”
methodology as those terms and methodologies are used in the March 2012
Mercer study. In addition, please provide a copy of all materials directing or
providing guidance to Mercer to develop the pension, postretirement, and
postemployment costs under the regulatory accounting methodology.

Please indicate whether the Company used/uses the regulatory accounting or
the financial accounting methodology for accounting and financial reporting
purposes.

Please provide all reasons why the Company believes that it is appropriate to
use the regulatory accounting methodology and why it is not appropriate to
use the financing accounting methodology for test year expenses.

Refer to page 54 of the pdf file provided in response to KIUC 1-1, which is
redacted, but is labeled Officer SERP and Restoration Plan. Please provide
the expense amounts for each of these plans that are included in the expenses
used for the test year revenue requirement. If any such amounts are included
in the revenue requirement, then: 1) please explain why the Company believes
these amounts should be included in the revenue requirement, and ii) why the
Company did not normalize these amounts. If any such amounts are included



A2.1

Response to KIUC-2 Question No. 1
Page 2 of 3
Arbough

in the revenue requirement, then please provide a normalization adjustment
and provide all supporting documentation, including unredacted Mercer
report, computations, and electronic spreadsheets with formulas intact.

Refer to page 55 of the pdf file provided in response to KIUC 1-1, which
summarizes the LG&E and KU pension costs on a regulatory and financial
accounting basis and also on a consolidated basis. Please explain why the
Company uses a combination of regulatory and financial accounting costs for
the consolidated entity and whether the consolidated amounts are used for
LKE and PPL Corp. financial reporting purposes.

Please describe the normal annual timing of the Mercer studies for the current
year’s pension, post-retirement, and post-employment costs.

If the normal annual timing for receipt of the Mercer studies for the current
year’s pension, post-retirement, and post-employment costs occurs after
January, does the Company record an adjustment on its accounting books to
true-up the earlier months in the year? If so, please describe how the
Company computes the true-up, when the adjustment is recorded on the
accounting books.

Please provide the Company’s computation of the true-up amount for 2012
based on the Mercer study for 2012, if any, the computation of the true-up
amount, the distribution to FERC expense account and other accounts, such as
account 107, and a copy of the actual journal entries showing the dates and
amounts of the entries. Provide all electronic spreadsheets with formulas
intact.

The March 2012 Mercer Study for postretirement benefit costs was attached
to PSC 1-52c. The attachment reconciles the Mercer study to the workpapers
provided in response the KIUC 1-1.

. The regulatory accounting methodology reflects pension, post-retirement, and

post-employment expense without consideration of any of the purchase
accounting impacts associated with the acquisitions of KU’s parent company
by Powergen, E.ON, or PPL. The Company uses regulatory accounting as
required by the merger commitments in each of the above transactions
wherein the Company committed that ratepayers would not be impacted by
purchase accounting. The Company has continued to record unamortized
prior service cost, transition costs, and actuarial gains and losses as regulatory
assets under Accounting Standards Codification (ASC) 980, Regulated
Operations. These regulatory assets continue to be amortized under the
regulatory accounting methodology consistent with the order received in case
No. 2003-00434. The financial accounting methodology reflects the pension,
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Arbough

post-retirement, and post-employment expenses based on purchase accounting
rules which require that all unamortized prior service cost, transition costs,
and actuarial gains and losses recognized in accumulated other comprehensive
income be reset to zero when valuing pension, post-retirement and post-
employment plans at the time of an acquisition. In purchase accounting,
adjustments to revalue all the assets and all liabilities of an acquired entity are
reflected in the new owners’ equity investment (common stock and additional
paid in capital) and goodwill. The Company is not aware of any materials
provided to Mercer directing it or guiding it developing these studies.

The Company uses the regulatory accounting methodology, consistent with
ASC 980, for its accounting and financial reporting purposes, including in its
financial statements filed with the Federal Energy Regulatory Commission
and the Securities and Exchange Commission.

The Company uses the regulatory accounting methodology for the test year
expense as required by the merger commitments which state purchase
accounting shall not impact ratepayers.

Officer SERP and Restoration Plan expenses are not included in the test year
expenses and are therefore redacted.

As noted above, the Company and its sister company, Louisville Gas and
Electric Company, use the regulatory accounting methodology as required by
their merger commitments to ensure that ratepayers are not impacted by the
effects of purchase accounting. LKE’s non-regulated entities are not eligible
to use the regulatory accounting methodology and therefore use the financial
accounting methodology. The methodology used for each entity is consistent
in all regulatory and financial reporting purposes, including in the
consolidation with PPL Corporation.

The normal timing for the current year’s pension and post-retirement expense
from Mercer is the end of February. The current year’s post-employment
expense is recorded based on Mercer’s estimates provided in the second
quarter of the prior year. There is a true up of the post-employment expense
to the actual incurred in conjunction with the year-end close process.

Since Mercer’s studies for pension and post-retirement expense are received
after January, the Company records an adjustment on its books to true-up the
earlier months. The Company records the true-up entry for pension and post-
retirement expense in February or March of the following year. As noted in
the response to part g above, the post-employment true-up is done as part of
the year-end close process.

See attached.
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KENTUCKY UTTLITTES COMPANY

Adjustment for Pension, Post Retirement and Post Employment Costs
For the Twelve Months Ended March 31, 2012

Pension Post-retirement Post-emplovment Total
1. Pension, Post Retirernent and Post Employment expenses in test year $ 17858278 $ 4,485,762 $ 966,658 $ 23,310,698
2. Pension. Post Retirement and Post Employment expenses annualized for 2012 Mercer Study 14,294,397 4,147,547 294,627 18,736,871
3. Adjustment (Line 2 - Line 1) § (3,563,880 3 (338.215) p (671,731} § (4.573.827)
4. Kentucky Jurisdiction (Ref. Sch. Allocators) 88.938%
5. Kentucky Jurisdictional adjustment $  (4.067.870)

Attachment to Response to KU KIUC-2 Question No. 2.1(a)
Page 1 of 7

Arbough

For Reference Schedule 1.14
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Attachment to Response to KU KIUC-2 Question No, 2.1(a)

Kentueky Utilities Company

Case No.

Pension Proferima Calculation

Company O&M Pension expense (excluding Serveo)
Total Company Pension costs (excluding Servco)
% O&M to total

Serveo O&M Pension expense charged to KU
Total Servco Pension costs charged to KU

% Q&M to total

Projected 2012 Cost per Mercer Study

Serveo % allocated to KU based on labor split
Expected O&M expenses

Serveo O&M charged to KU

Total O&M costs for 2012 Mercer target

KU 12 months ended March 2012 O&M

Serveo allocation for 12 months ended March 2012 O&M
Test Year O&M for 12 months ended March 2012

Expenses over (under) test year

(Line 1/Line 2)

(Line 4/Line 5)

(Line 3, Line 8 x Line 7)
(Line 6 x Line 9 Servco)
(Line 9 -+ Line 10}

(Line 1)
(Line 4)
(Line 12 + Line 13)

(Line 11 - Line 14)

Page 2 of 7
Arbough
Ifor Reference Schedule 1.14

KU Serveo

$ 9,202,675
16,060,298
57.9%

$ 8,565,603

11,100,140

77.2%

$ 12,794,781 % 16,599,016

® B,

$ 7403209 $ 8,930,271
0,891,188
$ 14,294,397
$ 9,292,675
8,565,603
$ 17,858,278
$ (3563881)
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Attachment to Response to KU KIUC-2 Question No. 2.1(a)

Kentueky Utilities Company

Case No.

Post-retirement Proforma Calculation

Company O&M Post-retirement expense (excluding Servco)

Total Company Post-retirement costs (excluding Setvco)
% O&M to total

Serveo O&M Post-retirement expense charged to KU
Total Servee Post-retirement costs charged to KU

% O&M to total

Projected 2012 Cost per Mercer Study

Serveo % allocated to KU based on labor split
Expected O&M expenses

Serveo O&M charged to KU

Total O&M costs for 2012 Mercer target

KU 12 months ended March 2012 Q&M

Serveo allocation for 12 months ended March 2012 O&M
Test Year O&M for 12 months ended March 2012

Expenses over (under) test year

{(Line 1/Line 2)

(Line 4/Line 5)

(Line 3, Line 8§ x Line 7)
{Line 6 x Line 9 Servco)
{Line 9 + Line 10)

(Line 1)
{(Line 4)
(Line 12 + Line 13)

(Line 11 - Line 14)

Page 3 of 7
Arbough
For Reference Schedule 1.14

KU Servco

$ 3,697,073

5,595,945
66.1%
$ 788,689
1,001,328
78.8%

$ 5,001,551 $ 1,989,779

@ 3.8%

$3,304,375  $ 1,070,501
843,173
$ 4,147,547

$ 3,697,073
788,689
$ 4,485,762

$ (338.215)
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Attachment to Response to KU KIUC-2 Question No. 2.1(a)

Kentucky Utilities Company

Case No.

Post-employment Proforma Calcukation

Company O&M Post-employment expense (exciuding Servco)

Total Company Post-employment costs (excluding Serveo)
% O&M to total

Servee O&M Post-employment expense charged to KU
Total Servco Post-employment costs charged to KU

% O&M to total

Projected 2012 Cost per Mercer Study

Serveo % allocated to KU based on labor split
Expected O&M expenses

Serveo O&M charged to KU

Total O&M costs for 2012 Mercer target

KU 12 months ended March 2012 O&M

Servco allocation for 12 months ended March 2012 O&M
Test Year O&M for 12 months ended March 2012

Expenses over (under) test year

(Line 1/Line 2)

{Line 4/Line 5)

(Line 3, Line 8 x Line 7)
(Line 6 x Line 9 Serveo)

(Line 9 + Line 10)
(Line 1)

(Line 4)

(Line 12 + Line 13)

(Line 11 - Line 14)

Page 4 of 7
Arbough

For Reference Schedule 1.14

KU Servco
$ 759,941
876,188
86.7%

$ 206,717

203,126

78.6%

$ 113,187 § 465,516

&

®

98,170 $ 250,448

53.8%

196,757

294,927

759,941

206,717

966,658

(671,731)
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2012 Net Periodicr Pension Cost for Qualified Plans

Regulatory Accounting Purposes

1. Service cost
2. Interest cost
3, Expacted return on assats
4. Amortizations:
a. Transition
b. Prior service cost
c. Gainfioss
5. Net periodic pension cost

Financial Accounting Purposes

1. Service cost
2. Interest cost
3. Expected retum on asseis
4. Amgortizations:
a, Transition
b. Prior service cost
¢. Gainfioss

5. Net periodic pension cost

Nenlnion Retirement Plan

SernvCo KU

WKE

Total WKE-Union

$ 1843972 § 18985083 311013002 $ 7075655 3%

LG&E Union LG&E
14,461,112 10,339,722
(18.818,408) (11,848470)
_ 0 0

2,485,200 2,011,714
10,667,520 3,819,343

$ 10,638,398 § 6,417,392

16,861,449 18,083,285
{17,328,582) (20,559,409}
0 0

2,505,928 881,710
3,547,219 7.533.540

$ 16,500,016 $12,794781 §

NenUnion Retirement Plan

LG&E Union LG&E

S 1843972 § 1.895083

14,461,112 10,339,722
(18,818,408) (11,648.470)
0 0

778.382 0

0 0

$ (1,734,940) § 586,335

ServCo Ky WKE Total WKE-Union

$11,013002 $ 7075655 $

16,861,449 18,083,285
(17,328,582) (20.559,40%)

0 Q

0 4]

0 0

$ 10,545,869 $ 4,569,531 §

Attachment to Response to KU KIUC-2 Question No. 2.1(a)
: Page 5 of 7
Arbough

For Reference Schedule 1.14
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LG&E and KU Energy LLC

Financial Accounting {Includes Purchase Accounting).

2012 Net Periodic Benefit Cost For Postretirement Benefit Plans
December 31, 2011 Measurement Date

GATREWLGKI2012\2012 Rosults - FAS EXP - 4,78% -« With KU MIAA and Sp Part Chaxis\Expenze Sxniblt

Non-Unicn
LGRE KU ServCo WKE | internafional | _Total LGSE Union | WKE Uniot | Grand Total |

Service cost $481.459 $1.406,855 $1.577.596 | $470.007
Inferest cost 1,545,476 3.521,798 1,388,838
Expected return on assefs (466,683) (1,793,088) (1,781,568)
Amortizations:

Transiton oy 0 (sl 3

Prior service cost 283,863 585,092 512,805 375,701

Gainfloss (8.653) (796,052} (8,490} 346,738
Net periodic benefit cost $1,844,453 $2.928,605 $1,699,281 $2.841,929

Regulatory Accounting (Excludes Purchase Accounting)
Non-Union ]
LGEE KU ServCo WKE International Total LG&E Union | WKE Union | Grand Totel

Service cost $491,450 $1,406,855 $1,577,596 $470,007
Interest cost, 1.545.476 3,521,795 1,398,839 2,342,559
Expected return on assets {466,683) (1,783,088) {1,781,569) 0
Amortizalions:

Transiion 252,457 1,120,928 109,514 417,201

Prior service cost 568,983 912,738 885,398 1,220,885

Gainfloss 0 (167.680) 0 {818,162)
Net periodic benefit cost $2,381,683 $5,001.551 31,888,779 $3.632,800

(2 C)
Accurnuiated Postretirement
,|Benefit Obligation (APBO)

as of December 31, 20111 33,701,478 76,240,751 29.841.760 50,568,553

Attachment to Response to KU KIUC-2 Question No. 2.1(a)

Page 6 of 7
Arbough

For Reference Schedule 1.14



LG&EE & KU Energy. LLC
Estimated Year End FAS 112 Liability For Post-Employment Benefits For Disabled Employees

& B
Liability Bate LG&E Ku Sexvlo Internation=2 | . WKE Total
123120141 4,311,7¢8 8422 837 2186008
1273120112 4991789 5,536,024
12312013
12/831/2074.,
1213112015

Notes

1. Plan costs have been based on census data as of November 2010,

2. Fuhure employees were projfected to become disabled based on the assumptions used o the determination of the
2011 FAS 106 expense.

3. All cther data, methods, plan provisions and assumptions {including 4.55% discount rate) are the same as those used

i ihe determinaticrn of the December 31, 2010 FAS 412 fizbility, including a reduction in lizbility for Medicare-eligible
disableds associated with the Medicare Modemizafion Act of 2003.

O« %
Kk Seanco B o
- Qﬂ,\i
5’5§E’Q§f t 21,657,585 +
1132187+ x ; @ 4655516+ *

Attachment to Response to KU KIUC-2 Question No. 2.1(a)

Page 7 of 7
7 Arbough
For Reference Schedule 1.14
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Currency List-Text; USD
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2012 NPPC Worksheet Menth
2/29/2012

Pension & Postretirement

Pension
GIL Account: 184096

Expense per Mercer: . LG&E KU
Union 10,639,398.00

Nan-Union 6,417,392.00@ 12,794,781.00 ('T16,509,016.00

SERVCO

Total 17,056,790.00 12,794,781.00 16,589,016.00
Monthly Expense 1,421,399.17 1,066,231.75 1,383,251.33
X2 X2 X2

Expected Expense ® 2,842,798.33 @ 2,132,463,50 @ 2,768,502.67

YTD Expense per General Ledger:
Feb 2011

(D 282876390 (B) 243366357 () 3,481,260.47

Difference - JE needed 14,034.43 (301,200.07) (714,757.80)
N A (BN
—
Postretirement
Gil. Account: 184097
Expense per Mercer: LG&E Ku SERVCO
Union 3,632,890.00
Non-Unicn @ 2.391,683.00 5,001,551.00 2} )4 989 779.00
Total ; 6,024,573.00 5,001,551.00 1,988,779.00
Manthly Expense 502,047.75 416,795.92 165,814.92
X2 X2 X2

Expected Expense

@

1,004,095.50 @ 833,591.83 @ 331,620.83

YTD Expense per General Ledger:

Feb 2011 115804032 (D) 01101677 259,341.30

Difference - JE needed (148,953.82) (77,424.94) 72,288.53
2 £3) &
A Sy \—

Akl R
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2012 Net Periodic Pension Cost for Qualified Plans

lRegulatery Acvounting Purpoces

. Service cost
. nterest cost
%, Expected retum on assels
< Arnortizations:
a. Transidon
b, Prior service cost
c. Gainfioss
5. Met perindic pensicon cost

- nancizl Accounting Purposes

Senvice cost
. Interest cost
. Expected return on asseis
4. Aanorizatons:
a, Transiion
&, Prior service cost
¢, Gainfloss

- Met peviodis pension cost

s

NeonlUnion Retirermnent Plan

LG&E Union LGRE

SenvCo KU WKE Tow WKE-Lnion
g 1.843,é72 S 1895083 $ 11,013,002 $ 7075655 & A R '
14461112 10,339.722 16,861,449 18,053,285
(18.818,408) (11,648470) (17,328,582} (20,558,400}
_ 0 o . 9 0
2,485,200 2,011,714 2,505,028 891,710
10,667,520 2,819,343 3,547,219 7,533,540

&0 639 598§ 6,4'17 392 % 16,599 16 $ 12,794,?81 $

NonUnion Retrement Plen

LG&E Union LG&E

ServCo KU WKE Total WKE-Union
1,843,972 § 1,885,085 § 11,013,002 § 7,075655 &
Cl4481,1M2 10,339,722 18,861 ,44% 18,093,285
{18,818,408) (11,848,470) (17,328,582). (20,559.,409)
o G o] 0
778382 0 0 0
9 Q 0 0

% (1,734,940) § 586,335 §$ 10,545,869 § 4,569,531 $ i
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LG&E and KU Enetgy L1LC

gk b dedidae.

20112 Net Periodic Benefit Cost For Postrefirement Benefit Plans
December 31, 2011 Measurement Date
Financial Accounfing {Inclutdes Purchase Accountng)

Neon-Union

. LGRE KU ServCo WKE | interpafional | __ Totel LGSE Union | WKE Union | Grand Tota
Servi e cost $481,450 $1.406,855 | $1.577.59 $470,007 -
s rest cost 1,545.478 3,521,798 1,398,830 2,342,959
e cecd return on sssels {466.683) (1.783.088) (1,781,569) 0
Ao zations: ’
| “ransifion 0 Q u] 0
' 2 orservice cost 283,863 586,082 512,903 375,761
L rinfioss (9,653) (796,052 {8,490) 345,738)
|Nei pariodic benefit cost 31844453 |  $2925605|  §1,698,261 32,841,629
‘Regulatory Accoumniing (Excludes Purchase Accournting)

r“ - Non-Unfon
o LGRE KU ServCo WKE Interaational | Total L&&E Union | WKE Union | Grand otal
IService cost 3491450 | $1.408.855 |  $1.577.595 | $470,007 |
it cost 1,545 476 3,621,798 1,308,832 2.340,559 i
[Eapecied retumn on assets (466,683)]  (1,763,088)] (1,781,568 0l
A ortizafions: : |

" ansition 262,457 1,120,928 108,514 | 417201 .

2T service cost 568,983 12,738 B55;259 | 1.220,885 ;
__Gainfioss o (167,530) ) : ©18.162)|.
[Nty eriodic henefit cost $2,391,683 $5,001.554 $1,988.779 I 33,632,890 |

- ' e 20) JEER 718

. : — S S’ —
{Ac s mulated Postretiremant
"Brne i Obligation (APEO)
or o December 31, 2011 33701479 | 76240751 28,641,760
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KENTUCKY UTILITIES COMPANY
CASE NO. 2012-00221
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated August 28, 2012
Question No. 2.2

Responding Witness: Valerie L. Scott

Q2.2 Refer to Exhibit 1 Schedule 1.15 attached to Mr. Blake’s Direct Testimony.

a.

A22 a.

Please separate the annual expense amounts shown on this schedule into
payroll, payroll tax loadings, other payroll loadings (benefits expenses), and
non-payroll expenses (separate into categories, such as materials and supplies
and contractor expenses).

Please provide a copy of all written guidelines, policies, and/or procedures
that set forth the threshold criteria for identifying and tracking storm related
expenses for accounting purposes.

See attached. In completing the response to this data request, the Company
identified an error in Blake Exhibit 1, Reference Schedule 1.15. See attached
Revised Blake Exhibit 1, Reference Schedule 1.15 reflecting the correction of
this error.

See attachment 2-2b-1 for the criteria used to designate “Major” and ‘“Minor”
storms used by the Distribution Operations department to determine whether
the costs of a storm event should be separately tracked. Attachment 2-2b-2
provides the procedures communicated to operational areas designating the
projects and tasks to track storm expenses. Attachment 2-2b-3 contains a
template used to provide instructions to distribution operations employees for
major storms once the storm criteria has been met to ensure accounting of
major storm damage costs are appropriately tracked.



Kentucky Utilities

Storm Damage Expenses on a 12 month period ending December 31

Year Labor Labor Burdens * Materials  Material Burdens Travel, Meals & Other Outside Services Net Expense
2012 2,209,583 672,734 54,555 9,432 589,515 1,458,388 4,994,206
2011 1,837,092 572,663 40,077 6,831 479,899 1,061,842 3,998,403
2010 886,854 341,118 (210,329) 8,806 114,725 1,485,424 2,626,597
2009 3,184,170 941,836 420,624 7,981 1,307,987 2,803,969 8,666,568 **
2008 2,700,324 756,625 159,814 12,841 766,549 2,555,645 6,951,799
2007 1,021,809 286,482 17,118 3,350 324,442 382,090 2,035,291
2006 1,429,064 501,416 34,129 6,714 462,958 1,679,253 4,113,534
2005 817,723 228,505 69,257 9,114 263,950 1,150,830 2,539,379
2004 2,838,246 719,036 162,195 15,181 (827,942) 1,213,766 4,120,482
2003 724,424 228,298 6,281 2,037 159,848 313,112 1,434,000

* - Labor burdens include payroll tax loadings and other tax loading as only one burden rate, including taxes and other benefits, is applied to labor.

** - Net expense reported on Blake exhibit 1, reference Schedule 1.15, excluded the entire cost of the December 2009 Winter Storm, however only the costs
incurred in Virginia should have been excluded. The costs incurred in Kentucky totaling $3,441,320 have been added to this response.

Attachment to Response to KU KIUC-2 Question No. 2a
Page 1of1
Scott
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Exhibit 1
Reference Schedule 1.15
Sponsoring Witness: Scott

KENTUCKY UTILITIES

Adjustment to Reflect Normalized Storm Damage Expense
For the Twelve Months Ended March 31, 2012

1. Storm damage provision based
upon ten year average $ 4,470,769

2. Storm damage expenses incurred during

the 12 months ended March 31, 2012 4,994,206
3. Adjustment (523,437)
4. Kentucky Jurisdiction 94.085%
5. Kentucky Jurisdictional adjustment $ (492,476)
CPI-All Urban
Year Expense (a) Consumers Amount
2012 $ 4,994,206 1.0000 $ 4,994,206
2011 3,998,403 1.0069 4,025,992
2010 2,626,597 1.0387 2,728,246
2009 8,666,568 (b) 1.0558 9,150,163
2008 6,951,799 (b) 1.0520 7,313,293
2007 2,035,291 1.0924 2,223,352
2006 4,113,534 1.1235 4,621,555
2005 2,539,379 1.1598 2,945,172
2004 4,120,482 1.1990 4,940,458
2003 1,434,000 1.2310 1,765,254
Total $ 44,707,691

©+

Ten Year Average 4,470,769

(a) 2012 expense is for 12 months ended March 31, 2012.
All other years expenses are for calendar year.

(b) 2008 and 2009 expenses do not include 2008 Wind Storm, 2009
Winter Storm and December 2009 Virginia Storm expenses that
were recorded as regulatory assets.
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Major & Minor Storm criteria

“MAJOR” weather_event -- In order to establish a “MAJOR” weather related event task
number the DCC must verify that both criteria below are met at the Operations Center level.

1. Weather criteria - where at least one is met:
A) Sustained winds or wind gusts in excess of 25 mph as reported by the National
Weather Service,
B) Temperatures below -15°F,
C) Ice accumulations greater than %4,
D) Lightning that is reported by the National Weather Service.
Note: Heat is not considered an event, but rather a load issue.

2. Event impact criteria - where .75% of an operation center's customer base is affected
for 4 hours or more. The minimum threshold for each operations center is as follows:
Danville — 328 customers
Earlington — 445 customers
E-Town — 264 customers
Lexington — 1,373 customers
Louisville — 3,005 customers
Maysville — 320 customers
Norton — 225 customers
Pineville — 482 customers
Richmond — 320 customers
Shelbyville — 262 customers

Note> DCC will have sole discretion on whether to open up a “Major” storm number

“MINOR” weather_event -- In order to establish a “MINOR” weather related event task
number the DCC must verify that both criteria below are met at the Operations Center level.

1. Weather criteria - where at least one is met:
A) Sustained winds or wind gusts in excess of 25 mph as reported by the National
Weather Service,
B) Temperatures below -15°F,
C) Ice accumulations greater than ¥4,
D) Lightning that is reported by the National Weather Service.
Note: Heat is not considered an event, but rather a load issue.

2. Event impact criteria — each operation center will have to determine/support that a
portion of their customer base was affected for any length of time due to weather related
events (see above for weather related events). Plus, only charges directly related to
each specific minor weather event should be charged to these specific task numbers.

Note> DCC will have sole discretion on whether to open up a “Minor” storm number.
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Each Operations Center must get approval from the DCC to set up any “Minor”
storm numbers.

If you have any questions regarding this process, please contact your Budget Coordinator or
Eric Raible at 502-627-3426.



Memo

To: Lisa Allen; Pam McDonald

From: Steve Reeves

Attachment to Response to KU KIUC-2 Question No. 2b-2
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LG&E and KU

CC: Roxane Brown, Janice Porter, Janna Singleton

Date: 9/6/2012

Re: Operational Procedures for Storm Projects in Powerplant

This is the operational procedures for setting up Minor and Major Storm projects/tasks within Powerplant.

MINOR STORMS

There are 11 Alphanumeric project numbers set up in Powerplant for Minor Storms — one for each Operations
Center (see below):

KU Minor Storm Projects & Description LG&E Minor Storm Project & Description

STRM12160 Danville STRM03230 Louisville
STRM11560 Earlington

STRM12460 Elizabethtown

STRM13150 Lexington

STRM14260 London

STRM13660 Maysville

STRM17660 Norton

STRM14160 Pineville

STRM12360 Richmond

STRM12560 Shelbyville

For each minor storm event, the Operations Center will create tasks within these projects based on the date
of the minor storm with the naming convention of MMDDYY-task (see example below for January 31, 2010).

Tasks: Description: FERC Acct:
013110-I Investment 107001

® Page 1
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013110-R Removal 108901
013110-MISC Miscellaneous 598100
013110-MOL Maintenance of Overhead Lines 593002
013110-MOS Maintenance of Overhead Services 593003
013110-MPOLE Maintenance of Poles 593001
013110-MUL Maintenance of Underground Lines 594002
013110-O0L Operations Overhead Lines 583001
013110-OPER Operations 580100
013110-PSRT PSRT 580100
013110-SUB Substation 590100
013110-TREE Vegetation Mgmt 593004
MAJOR STORMS

For each major storm event, a new project number will need to be created by Energy Delivery Budgeting in
Powerplant and submitted for approval. The project number will be set up will a specific naming convention
using the date of the event — For example: LG&E major storm of January 31* would be setup as LMS013111
— a KU major storm of February 4" would be setup as KMS020411 (LMS= LG&E Major Storm and KMS=KU
Major Storm). This way, we can track each event separately in Powerplant.

A template has been created in Powerplant to facilitate quick creation of these projects. The names are:
LMStemplate, KMStemplate(KU Storms impacting both KY and VA), KMSKYTEMP (KU Storms impacting KY
only) and KMSVATEMP(KU Storms impacting VA only).

(See Attachment “LMS and KMS info for PP” for details for each Powerplant field should you need to create a
project from the beginning without copying the template.)

The projects will be submitted for $1.00 showing the STRMLGE or STRMKU project number as the Alternate
budget reference number. The unit estimates will need to be created for utility account E364.00 and E365.00
(this should be prefilled if you use the template; otherwise see attachment for details)

Under each specifically dated major storm project, the following tasks will need to be created (this will be
prefilled if you use the template; otherwise you will need to create them):

Tasks: Description: FERC Acct:
| Investment 107001
R Removal 108901
CLAIM Claims 925001

® Page 2



COMM
MISC
MOL
MOS
MPOLE
MUL
OOL
OPER
PSRT
SUB
TREE

Attachment to Response to KU KIUC-2 Question No. 2b-2

Communications

Miscellaneous

Maintenance of Overhead Lines
Maintenance of Overhead Services
Maintenance of Poles

Maintenance of Underground Lines
Operations Overhead Lines
Operations

PSRT

Substation

Vegetation Mgmt

930101
598100
593002
593003
593001
594002
583001
580100
580100
590100
593004

Page 3 0of 3
Scott

NOTE — if the major storm is for KU and affects both the Kentucky and Virginia territories, there will need to be
a separate set of tasks with an “ODP* prefix (this will be prefilled if you use the template; otherwise you will
need to create them). Also, the Work Order Treatment will need to be “Task Level” instead of “Project Level”

Once the project is approved in Powerplant send an email to the Storms distribution list (See attached) stating
the project is now available for use.

® Page 3
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All,

A (LG&E or KU) major storm project has been set up for the storms last night (Month/Date/Year) that hit the
(LG&E or KU) service territory. These storm charge numbers will cover all the weather related events in the
support of restoration efforts for this area. Please charge all related storm activities for this time period to
the below project and tasks.

Please remember that these storm numbers are for storm restoration activities, not your normal time (if that
is the case) during this period.

Please Note: Only costs directly associated with repairing the electric distribution system and restoring
customers should be charged to area storm project numbers. Costs for incidental damages and associated
labor not directly associated with the electric distribution system should not be charged to these numbers
before consulting with your Budget Analyst or Director (Example: Labor and material costs for restoring a
flooded Business Office should not be charged).

Project (LMS or KMS)(Six digit DATE) - Example: KMSo062110 for KU Major Storm 6/21/10
Org (LG&E - 003230 or KU 013085)
Tasks
I Capital Investment
R Capital Removal
CLAIM Claims
MOL Mtce of OH Lines
MOS Mtce OH Service
MPOLE Mtce Pole
MISC Miscellaneous
MUL Mtce of UG Lines
oIL oil spill
OoOoL Oper OH Lines
OPER Operations
TREE Veg Mgmt
PSRT PSRT
SUB Mtce Substations

TRAN Transformers



KENTUCKY UTILITIES COMPANY
CASE NO. 2012-00221
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated August 28, 2012
Question No. 2.3

Responding Witness: Valerie L. Scott

Q2.3 Refer to Blake Exhibit 1 Schedule 1.15 attached to Mr. Blake’s Direct Testimony.

a. Please provide a schedule in the same format using the 10 years of historic
information on a twelve months ending March 31 basis so that there is no
overlap between the 2011 calendar year and the 2012 test year reflected in the
average.

b. Please separate the annual expense amounts shown on the schedule provided
in response to part (a) of this question into payroll, payroll tax loadings, other
payroll loadings (benefits expenses), and non-payroll expenses (separate into
categories, such as materials and supplies and contractor expenses).

A2.3 a. See attached.

b. See attached.
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KENTUCKY UTILITIES
Adjustment to Reflect Normalized Storm Damage Expense
For the Twelve Months Ended March 31, 2012
1. Storm damage provision based
upon ten year average $ 4,254,374
2. Storm damage expenses incurred during
the 12 months ended March 31, 2012 4,994,206
3. Adjustment (739,832)
4. Kentucky Jurisdiction 94.085%
5. Kentucky Jurisdictional adjustment $ (696,071)
CPI-All Urban
12 month Period Expense Consumers Amount
4/1/2011 thru 3/31/2012 $ 4,994,206 1.0000 $ 4,994,206
4/1/2010 thru 3/31/2011 2,197,113 1.0332 2,270,058
4/1/2009 thru 3/31/2010 6,886,488 (a) 1.0496 7,228,058
4/1/2008 thru 3/31/2009 5,289,004 (a) 1.0521 5,564,561
4/1/2007 thru 3/31/2008 5,931,453 1.0815 6,414,866
4/1/2006 thru 3/31/2007 3,630,724 1.1169 4,055,156
4/1/2005 thru 3/31/2006 2,649,407 1.1495 3,045,494
4/1/2004 thru 3/31/2005 4,565,829 1.1902 5,434,249
4/1/2003 thru 3/31/2004 1,770,309 (b) 1.2258 2,170,045
4/1/2002 thru 3/31/2003 1,093,372 (a) 1.2503 1,367,044
Total $ 42,543,737
Ten Year Average $ 4,254,374

(a) Periods ending 3/31/2003, 3/31/2009, and 3/31/2010 expenses do not include the
2008 Wind Storm, 2009 Winter Storm, December 2009 Virginia Storm and 2003
Ice Storm that were recorded as were recorded as regulatory assets.

(b) Excludes insurance recovery related to 2003 Ice Storm that was netted against
the costs for 4/1/2002 thru 3/31/2003.



Kentucky Utilities
Storm Damage Expenses

12 month Period
4/1/2011 thru 3/31/2012
4/1/2010 thru 3/31/2011
4/1/2009 thru 3/31/2010
4/1/2008 thru 3/31/2009
4/1/2007 thru 3/31/2008
4/1/2006 thru 3/31/2007
4/1/2005 thru 3/31/2006
4/1/2004 thru 3/31/2005
4/1/2003 thru 3/31/2004
4/1/2002 thru 3/31/2003

Labor
2,209,583
941,053
1,919,371
2,889,305
2,043,050
1,370,384
936,067
2,800,709
922,608
485,160

Labor Burdens *
672,734
336,271
478,287
916,208
601,433
486,407
265,636
715,077
243,377
202,731

Materials
54,555
60,980

123,060
66,232
138,310
42,782
46,875
176,749
79,105
(50,687)

Material Burdens
9,432
8,711

27,558
(13,282)
10,088

6,031
9,917
15,230
2,041
1,341

Travel, Meals & Other
589,515
359,705
742,226
707,204
703,416
445,516
227,956

(772,572)
(18,208)
(580,943)

Outside Services

1,458,388

490,395
3,595,985

723,337
2,435,156
1,279,605
1,162,956
1,630,635

541,387
1,035,771

* - Labor burdens include payroll tax loadings and other tax loading as only one burden rate, including taxes and other benefits, is applied to labor.

Net Expense
4,994,206
2,197,113
6,886,488
5,289,004
5,931,453
3,630,724
2,649,407
4,565,829
1,770,309
1,093,372

* %

** - Net expense reported on Blake exhibit 1, reference Schedule 1.15, excluded the entire cost of the December 2009 Winter Storm, however only the costs incurred in Virginia should have
been excluded. The costs incurred in Kentucky totaling $3,441,320 have been added to this response.

Attachment to Response to KU KIUC-2 Question No. 3b
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KENTUCKY UTILITIES COMPANY
CASE NO. 2012-00221
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated August 28, 2012
Question No. 2.4

Responding Witness: Valerie L. Scott

Q2.4 Refer to Blake Exhibit 1 Schedule 1.16 attached to Mr. Blake’s Direct Testimony.

a. Please provide a schedule in the same format using the 10 years of historic
information on a twelve months ending March 31 basis so that there is no
overlap between the 2011 calendar year and the 2012 test year reflected in the
average.

b. Please separate the annual expense amounts shown on the schedule provided
in response to part (a) of this question into payroll, payroll tax loadings, other
payroll loadings (benefits expenses), and non-payroll expenses (separate into
categories, such as materials and supplies and contractor expenses).

A2.4 a. See attached.

b. See attached.
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KENTUCKY UTILITIES

Page 1 of 1
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Exhibit 1

Reference Schedule 1.16
Sponsoring Witness: Scott

Adjustment for Injuries and Damages FERC Account 925
For the Twelve Months Ended March 31, 2012

1. Injury/Damage provision based upon ten year average

2. Injury/Damage expenses incurred during the 12 months ended

March 31, 2012

3. Adjustment

4. Kentucky Jurisdiction (Ref. Sch. Allocators)

5. Kentucky Jurisdictional adjustment

2,200,118

3,560,504

(1,360,386)

88.938%

(1,209,900)

CPI-All Urban Adjusted

Year Amount (a) Consumers Amount
2012 $ 3,560,504 1.0000 $ 3,560,504
2011 2,472,598 1.0332 2,554,688
2010 1,889,331 1.0496 1,983,042
2009 1,333,991 1.0521 1,403,491
2008 1,183,390 1.0815 1,279,837
2007 1,653,007 1.1169 1,846,243
2006 2,241,016 1.1495 2,576,048
2005 1,148,875 1.1902 1,367,391
2004 1,764,588 1.2258 2,163,031
2003 2,612,900 1.2503 3,266,909
Total $ 22,001,184
Ten Year Average $ 2,200,118

(a) 2012 - 2003 expense is for 12 months ended March 31.



Injuries and Damages Expenses FERC Account 925
For Annual Periods Ending as of March 31

KENTUCKY UTILITIES

Safety and Safety and
Other Industrial ~ Safety and Industrial Workers
Public Auto Injuries and Health Industrial  Health Labor Compensation

Year Liability  Liability = Damages Supplies  Health Labor Loadings(a) Loadings Total