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~~~ SPECIAL CONTRACT ~ ~ 
for Q ~ () ~'tb 

This Special Contract for Gas Transportation Service (the "Contract e and 

GAS TRANSPORTATION SERVICE ~~C' ~~ 

entered into this 1.§.... day of Ju 1 y , 1997, by and between LOUISVilLE 
ELECTRIC COMPANY, a subsidiary ofLG&E Energy Corp., a Kentucky corpo 'on, 
(the "Company") and E. I. duPont de Nemours and Company, a Delaware corporation, 
(the "Customer"). 

WITNESSETH 
WHEREAS, Company owns and operates a gas distribution system in Kentucky, 

and 

WHEREAS, Customer owns and operates a chemical plant 10cateB~~=MMi$SION 
Ground Road in Jefferson County, Kentucky (the "Facility"); and ~~~T.Mv:Y 

WHEREAS, the parties desire to enter into a contract whereunder natural gas 
transportation service shall be provided by Company to Customer; OCT 0 1 1997 

NOW THEREFORE, the parties agree as follows: PURSUANT TO 807 KAR 5:011 SECTlON9(1) . . 

GY: ,a..~~ e. 'Jtu..f.. 
1. GAS TRANSPORTATION SERVICE. Company ~~~~~£i~\'h~~·tiSS;c;N 

Customer gas transportation services under all the terms and conditions of this Contract 
including the rates, terms and conditions set forth on Appendix A, the transportation 
service provisions on Appendix B· and C, the nomination procedures on Appendix Dand 
the delegation of responsibilities on Appendix E. Appendices A, B, C, D, and E are 
attached hereto and incorporated herein by reference. 

2. EFFECTIVE DATE. The effective date of this Contract is October 1, 1997. 
Service to Customer under the Special Contract for Gas Transportation Service dated 
May 1994 shall be terminated upon implementation of this Contract. Beginning October 
1, 1997 billing shall reflect the new rates terms and conditions established hereunder. 
Notwithstanding the foregoing, if the Kentucky Public Service Commission ("PSC") 
initially suspends this Contract for further review and subsequently approves it, or allows 
the PSC review period to expire without PSC rejection of this Contract, then the effective 
date of this Contract shall be the date of the first monthly billing rendered at least ten days 
after the date of such PSC approval or such expiration of the PSC review period; and 
such billing shall reflect the new rates, terms and conditions established hereunder. 

3. TERM. The initial term of this Contract shall begin on the effective date and 
shall continue for Five (5) years. After such initial term, this Contract automatically shall 
continue in full force and effect and from year to year (from October 1 to September 30), 
until terminated by either party hereto for any reason, or no reason, pursuant to written 
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notice of termination given to the other party by April 30 preceding the effective 
termination date. 

4. PERFORMANCE. If either Company or Customer breaches or fails to perform 
any of the covenants or obligations imposed upon it hereunder, then either party may, at 
its option, terminate this Contract upon thirty (30) days prior written notice during which 
period of time the non-performing party may cure the failure to perform. In such event, 
this Contract shall continue in effect and notice of termination shall be withdrawn. Any 
cancellation of this Contract, pursuant to the provisions of this paragraph shall be without 
prejudice to the right of Customer to receive any gas for which it has paid, but has not 
received, although entitled thereto, prior to the time of cancellation, and without waiver of 
any remedy to which the party not in default may be entitled for violations of this 
Contract. 

5. AGENCY. Customer shall have the right to appoint an agent to perform certain 
stated functions and/or assume certain stated responsibilities with regard to this Contract 
by executing and delivering a "Delegation of Responsibilities Agreement" substantially in 
the form of Appendix E attached hereto. 

6. REGULATORY COMMISSION JURISDICTION. It is mutually understood 
and agreed that the rates, terms and conditions applicable to service furnished to Customer 
under this Contract are at all times subject to abrogation or modification by PSC order, 
including orders issued pursuant to proceedings initiated by Company. 

7. ENTIRE AGREEMENT. This Contract and all Appendices attached hereto 
constitute the final and entire agreement between the parties relating to the subject matter 
hereof and shall supersede all prior or contemporaneous oral or written statements, 
promises, and understandings between the parties relating thereto. 

PUBUC SERVICE COMMISSIOI, 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

PURSUANT TO 807 KAR 5:011, 
SECTION 9 ( 1) 

BY: -')'F"'-:~",..:.::,,-,e:::.;.c.:.'Jt.;:;1M.L.:.::::.~ 
FOR T . PUBLIC; SEH::~L C~:.~,lISSION 
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IN WITNESS WHEREOF, the parties hereto have caused this Contract to be 
executed by their duly authorized officers and representatives. 

ATTEST 
TITLE: General Manager. Natural Gas 

DATE: .lllly 16. 1997 

LouisvifeJ Gas and Electric Company 

BY: 'ftt!:U o
[( C ~jPW 

TITLE: Vtaefresiit!if'l- Q5JM~ 4rs#k-~ 
DATE: __ %1u;.o"",8.",-/&LL+Z __ _ 

PUBLIC SERVICE COMMISSIO(\ 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

PURSUANT TO 607 KAR 5:011. 
SECTION 9 (1) 

BY a...{"",",, £; 'Jtu..f.:_ 
FOR~lC S£~~· •• ~:" G:'::.~\tiSS;ON 
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APPENDIX A 

RATES, TERMS AND CONDmONS 

Applicable to all natural gas deliveries at the duPont facility located at 4200 Camp Ground 
Road in Jefferson County, Kentucky. 

Monthly Customer Charge: $180.00 

Monthly Transportation Administrative Charge: $90.00 

Demand Charge per Mcf of Monthly Billing Demand: $2.75 

Distribution Charge per Mcf Delivered: 10.49 ¢ 

Monthly Billing Demand 
The Monthly Billing Demand shall be the greater of, (1) the highest daily volume of gas 
delivered during the monthly billing period or, (2) the highest daily volume of gas 
delivered during the previous eleven (11) monthly billings periods. The daily volume shall 
be the recorded Mcf deliveries in a 24 -hour period ending at 10:00 a.m. Eastern Clock 
Time. 

Terms and Conditions 
All natural gas transported hereunder for Customer shall be governed by the same terms 
and conditions of service provided for under (1) Company's Firm Transportation Service 
Rate FT, or its successor rate schedule authorized by the PSC, (2) the Transportation 
Service Provisions, set forth in Appendix B of this Contract, and (3) the General Rules 
contained in the Company's Rates, Rules and Regulations for Furnishing Natural Gas 
Service (p.S.C. ofKY Gas No.4), or its successor, approved by the PSC. 

PUBUC SERVICE COMMISSION 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

PURSUANT TO 807 KAR 5:011. 
SECTION 9 (1) 

BY (),...,(,."" (!. 'l1u-l!... 
Foiiiilruiiuc'ww:cE CCMiJlSSlQW 
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APPENDIXB 
PUBLIC SERVICE COMM/SS/(' 

OF KENTUCKY , , 
EFFECT/VI'. 

TRANSPORTATION SERVICE PROVISIONS 

Applicable to the transportation of volumes of natural gas by Louisville Gas and ~&l do~~~ny 
PURSUANT TO an7 KAR "01 

(the "Company") and E I. duPont de Nemours and Company (the "Customer") SECT/Ct.; 9 (1) , v 1 

BY: _Vt,,/,c, .. , ;". 
FOR nt' PUE;CE~;::·~·.·~~"~ :~'-':~-:'-"~J~:~ 

1 , Customer represents that it will deliver gas to Company's interconnection with pipeline 

transporter(s), which pipeline transporter(s) is set forth in Appendix C, 

2, All gas delivered hereunder by Customer to pipeline transporter will meet all applicable 

standards of pipeline transporter for gas received into its system and will be free from PCBs and all 

other contaminants. 

3. Maximum daily volumes of gas to be transported hereunder, the delivery point(s), and 

any other specific requirements of such transactions are set forth in Appendix C of this Contract 

Customer shall submit in writing to Company the specific daily volumes and other information 

required to effectuate the transportation of natural gas by using the appropriate Nomination 

Schedule and by giving appropriate notice as set forth in Rate FT and the "Nomination Procedures 

For SpeCial Contract for Gas Transportation Service" in Appendix D. 

4. The transportation service provided hereunder by Company is subject to the provisions of 

all valid laws, orders, rules, and regulations of duly constituted authorities having jurisdiction. 

Customer agrees to cooperate with Company in prompUy filing all necessary notices and information 

with any agency or authority having jurisdiction. 

5. All gas delivered to Customer by Company will be measured and billed on a Met basis. 

Because pipeline transporter(s) delivers to and bills Company on an MMBtu or Dekatherm basis, 

Company will, for the purpose of calculating the Cash-Out Charge, divide the number of MMBtus or 

Dekatherms delivered to Company by pipeline transporter for Customer's account during any given 

month, by the average (per Met) Btu content for the month of all gas received from pipeline 
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transporter for Customer, in order to detennine an equivalent number of Mcf delivered by Customer 

to Company on behalf of Customer. Measurement of gas to be transported by pipeline transporter 

hereunder will be in accordance with the measurement provisions as provided in the General Tenns 

and Conditions of the applicable FERC Gas Tariff of pipeline transporter. 

6. All gas delivered by Company to Customer pursuant to this Contract, shall be measured 

by such gas meters as the Company deems appropriate. Company shall own such metering 

equipment and facilities. No metering of any type owned or installed by Customer shall be used to 

detennine such deliveries; except that in the event of a malfunction of Company's meters, 

Customer's meters may be used. 

7. Customer agrees to maintain close liaison with Company's Gas Supply Department and to 

infonn such Gas Supply Department of any changes in the delivery rate of gas transported 

hereunder or any other infonnation with regard to scheduling of deliveries that said Gas Supply 

Department reasonably requests or as may be required by proper regulatory authorities. In addition, 

in the event that Customer is detennined to be the cause of any billing disadvantages or other 

penalties imposed on Company by pipeline transporter then Customer will pay such penalties, fees, 

or charges as detennined by Company and in accordance with the payment provision of this 

Contract in addition to all other charges due hereunder. 

B. Customer hereby agrees to reimburse Company for any and all Kentucky sales tax 

assessed on the charges specified in this Contract. Customer's Kentucky Sales Tax Permit Account 

Number is 45134. 

9. Both parties recognize that the operation of this Contract will require extensive 

coordination and cooperation of the parties. The parlies therefore agree to cooperate in the 

development and pursuit of such detailed procedures as may be necessary in order to carry out the 

purpose and intent of this Contract. 

2 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

PURSUANT TO 807 KAR 5:011. 
SECTION 9 (1) 

BY· a. • .(".,. (:. 'Xl./.. 
FOR7~c SlW:lcr; :C;h~l.{i~ 
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10. If Customer fails to manage its gas supply in strict conformance with the directives of an 

Operational Flow Order (as defined in Rate FT), then Company may in its sole discretion do one or 

more of the following immediately upon delivering oral or written notice to Customer. (1) suspend all 

gas service to the extent necessary to protect the operational integrity of Company's system, (2) 

decline to accept to the extent necessary the volume nominated by Customer and/or (3) permanently 

terminate service under this Contract. Any suspension or termination under this section shall be 

without prejudice to and in addition to any other rights and remedies of the Company. 

11. All notices relating to this Contract shall be in writing (unless otherwise specifically 

permitted herein) and shall be address as follows: 

To Company: Gas Supply Specialist 

To Customer: 

Louisville Gas and Electric Company 
P. O. Box 32020 
Louisville, Kentucky 40232 
Telephone (502) 627-3567 
Telecopier (502) 627-3584 

Conoce Inc. 
Natural Gas and Gas Products 
Room 1081, Cherokee Building 
600 North Dairy Ashford Drive 
Houston, Texas 77079 
Telephone (281) 293-4516 
Telecopier (281) 293-1720 

PUBLIC SERVICE COMMISSIz.,,, 
OF KENTUCKY 

EFFECTIVE 

All such notices shall be deemed delivered as of the date the notice is telecopied or hand-

delivered or one business day after it is placed in the U. S. mail, certified, first class, postage 

prepaid, or conveyed to a recognized delivery service for overnight delivery as applicable. 

3 
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APPENDIXC 

Customer: 
EI. duPont de Nemours and Company 

Account Number: 
900059618700 

Delivery Point and Service Address: 
4200 Campground Road 

Maximum Daily Volumes: 
7,000 Met 

Pipeline Transporter: 

PUBLIC SERVICE COMMISSIOJ; 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

Texas Gas Transmission Corporation 

BY __ 2=~~~~-=~ __ ~ ______ __ 

ral Gas 

Date Jul y 16, 1997 

Louisville Gas and Electric Company 

o ?,~. 

By lui'7u {t UCL/"V[h/ 

Title rftee frf5/1fft/- tid sJerr ~(l Bt6!~S 
Date_--.-!.~£~~/f1~. _____ _ 
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APPENDIXD 
Page 1 of3 

NOMINATION PROCEDURES 

In order to facilitate the transportation of customer-owned natural gas pursuant to the "Special 
Contract for Gas Transportation Service" E.I. duPont de Nemours and Company (the "Customer") 
and Louisville Gas and Electric Company (the "Company"), Customer and Company agree to 
adhere to the following procedures, which may change from time to time, related to scheduling 
natural gas nominations. 

INITIAL FIRST-OF-THE MONTH NOMINATION 
At least two (2) business days prior to the pipeline transporters' nomination deadline for the follOwing 
month, Customer shall provide a completed, written Nomination Schedule setting forth the daily 
volumes of natural gas to be delivered into Company's system for Customer's account, the 
applicable transportation contract number(s) for such natural gas, and such other information as 
Company may reasonably request to facilitate the transportation of natural gas. Unless Company is 
subsequently notified by Customer of any change in the above nominated quantity, this quantity will 
be Customer's nomination for the first day of the month. 

In order to conform to pipeline confirmation deadlines, any change in nominated quantities by 
Customer for the first day of the month must be made in writing at least two (2) business days prior 
to the first day of the month. 

DAIL Y NOMINATIONS 
For daily nomination change(s) subsequent to the "Initial First-of-the Month Nomination", Customer 
will give Company at least twenty-four (24) hours prior written notice of any change(s) to scheduled 
deliveries or transportation contract number(s). Company will (on a "best efforts" basis) waive this 
24-hour prior notice requirement and implement nomination change(s) requested by Customer to 
commence in some lesser time frame subject to Company being able to confirm and verify such 
nomination change(s) with the applicable transporting pipeline. 

WEEKEND AND HOLIDA Y NOMINA TlONS 
In addition to the procedures described above for "Daily Nominations", should Customer be required 
to change the daily gas nomination on a non-business day (i.e., a weekend day or holiday), then, in 
addition to providing a written nomination of any change(s), Customer shall notify Company at its 
Emergency Telephone Number that a nomination change has been requested. Customer may also 
make a nomination change for a non-business day on the immediately preceding business day. 

INTRA-DA Y NOMINATIONS 
In accordance with procedures for "Daily Nominations" and "Weekend and Holiday Nominations" 
Company will (on a "best efforts" basis) waive its 24-hour prior written notice requirement and 
implement nomination change(s) requested in writing by Customer to commence in some lesser time 
frame subject to Company being able to confirm and verify such n~L~~Ie'i!~~~th the 
applicable transporting pipeline. • OF KENTUCKY " 

EFFECTIVE 

OCT 0 1 1997 

PURSUANT TO 807 KAR 5:0 11. 
SECTION 9 (1) 

BY:(J,..,..t""" e. 'Jtu.t.. 
FOR n6U8uc SEHV;c"f COMMISSION 
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APPENDIX D 
Page 20f3 

DECREASES IN NOMINATIONS EFFECTUATED BY TRANSPORTING PIPELINE 
Company shall notify Customer if the transporting pipeline has reduced the quantity being received 
by Company for Customer's account Upon such notice, Customer shall conform its usage to the 
amount being received for Customer's account in accordance with the terms and conditions of Rate 
FT, unless otherwise notified by Company that balancing service is available. Customer shall also 
submit a completed Nomination Schedule reflecting such change(s). 

CONTACT INFORMATION 
Such contacts and applicable telephone numbers are set forth below. 
responsible for notifying Company of any change(s) in contact personnel 
numbers. 

Customer shall be 
or associated phone 

LOUISVILLE GAS AND ELECTRIC COMPANY 

Facsimile Number (502) 627-3584 
Office Number (502) 627-3567 

Outside of regular business hours, please call the digital pager number listed below to 
contact the Gas Supply Department Upon hearing the tone, use a touch-tone phone to 
enter the telephone number where you want to be contacted. 

Digital Pager (502) 336-7803 

If you are unable to reach the Gas Supply Department at any of the above numbers, please 
call the Gas Control Department at the number listed below. The individual there should, in 
tum, be able to contact the Gas Supply Department. 

Special Instructions: 

Gas Control (502) 627-3135 

CUSTOMER 

Facsimile Number <2al.) 22.3..-.lZ.2ll. 
Office Number (281)293-1000 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

EFFECTIVE 

Emergency Telephone Number L> _-__ OCT 0 1 1997 

Other L-> __ -__ PURSUANT ro 80-( KAR 5:011. 
SECTrQ\; 8 ; l) 

~~H1Jt:::E:·2:;;sr.m 
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APPENDIX D 
Page 3 of3 

These Nomination Procedures are not meant to conflict with either the Company's tariff for service 
under Rate FT or with the· Special Contract for Gas Transportation Service between Company and 
Customer. 

Natural Gas 

Date Ju 1y 16, 1997 

Louisville Gas and Electric Company 

f)J,~r 
8Y-t.?.tl1ftLL...- tkU1~h/. 
Title !itet2 frt5Iik&- &s.kdICe&Sr/Je'>5 
Date __ -+~ ........... 9'-f'A..Lt;.,L..1 ______ _ 

PUBLIC SERVICE COMMISSIO;~ 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 
PURSUANT TO 807 KAR 5:011, 

SECTIOH 9 (1) 

BF~rftci5:'ft:F~l:'ss~ 
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APPENDIX E 
Page 1 of2 

DELEGATION OF RESPONSIBILITIES AGREEMENT 

Louisville Gas and Electric Company (the "Company") has received notice by which EJ. duPont de 
Nemours and Company (the "Customer") has appointed Conoco Inc. ("the Agent") as its agent to 
perform certain stated functions and/or assume certain stated responsibilities with regard to the 
Special Contract for Gas Transportation Service. The applicable functions and responsibilities are 
requesting and receiving information, nominating supply, and related duties. 

Company will provide the Customer with copies of any written correspondence between Company 
and the Agent, concerning the activities conducted by the Agent on the Customer's behalf. 

Company will honor such agency arrangement subject to the Customer's agreement to the following 
conditions: 

1) Company will recognize the Agent as having the continuing authority described in the subject 
agency agreement as indicated above, until notified othelWise by the Customer in writing, upon 
at least 30 days prior written notice. 

2) The Customer, as the signatory party to the Special Contract for Gas Transportation Service, will 
be responsible for any and all costs, fees, gas imbalances, or other liabilities that occur under the 
above-referenced Special Contract for Gas Transportation, as a result of the activities of the 
Agent. 

3) Company reserves the right to discontinue on a non-discriminatory basis its recognition of such 
agency arrangement upon written notice, if the Agent engages in a pattern of conduct which 
involves continuous violation of the terms of the subject Special Contract for Gas Transportation 
Service or Company's Natural Gas Tariff. 

4) Upon termination of the "Delegation of Responsibilities Agreement", the Customer will assume 
the responsibilities previously delegated to the Agent, or will immediately appOint a new agent 
and execute a new "Delegation of Responsibilities Agreement". 

5) The Customer understands that all information provided to the Agent is of a proprietary and 
confidential nature and shall be held strictly confidential. Therefore, the Customer warrants that 
any information received from Company by the Agent shall be used exdusively for carrying out 
the functions and obligations described herein and shall not be provided by the Agent to other 
parties whether or not they are represented by the Agent as agent. Any violation of this 
provision shall subject the Customer to immediate termination of this "Delegation of 
Responsibilities Agreement". 

PUBLIC SERVICE COMMISSIO,; 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

PURSUANT TO 807 KAR 5011. 
SECTION 9 ( 1) 

BY: ~~ r..~~ 
FOR~iEHvICE COMMISS:ON 
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6) The Customer shall be required to ratify in writing all gas supply nominations related to 
effectuating delivery of natural gas to the Customer's facilities by completing and executing the 
appropriate Nomination Schedule. 

7) The Customer represents that it has express authority, under applicable state and local law, to 
enter into this "Delegation of Responsibilities Agreement". 

8) The Customer shall indemnify, defend, and hold Company harmless from any costs (including, 
but not limited to, reasonable attomey's fees), expenses, loss, or liability incurred (a) as a result 
of Company's performance pursuant to this "Delegation of Responsibilities Agreement", (b) as a 
result of Company's reliance upon Customer's representation that it has express authority to 
enter into such "Delegation of Responsibilities Agreemenf' with Company, and (c) due to the 
Customer's or the Agent's failure to strictly comply with the terms of this "Delegation of 
Responsibilities Agreement". 

Natural Gas 

Date July 16, 1997 

Louisville Gas and Electric Company 

PUBLIC SERVICE COMMISS\O~i 
OF KENTUCKY 

EFFECTIVE 

OCT 01 1997 

PURSUANT TO 807 KAR 5:01 to 
SECTION9(~ a.ut .. ..,~ (!.. -

B~ 7~;CsE(.;JiCt; CCMMISSot 



May 19,1994 

Don R. Mills, Executive Director 
Public Service Commission of Kentucky 
730 Schenkel Lane 
P. O. Box 615 
Frankfort, Kentucky 40602 

RE: Special Contract between LG&E and E. I. duPont de Nemours 

Dear Mr. Mills: 

Louisville Gas and Electric Company 
220 West Main Street 
P.O. Box 32010 
Louisville, Kentucky 40232 

We file herewith an original and three copies of a signed Special Contract between Louisville 
Gas and Electric Company (LG&E) and E.1. duPont de Nemours (DuPont) for the delivery of 
natural gas by LG&E to meet the boiler fuel requirements of DuPont's plant located at 4200 
Camp Ground Road in Jefferson County, Kentucky. This agreement, subject to your approval, 
is scheduled to become effective on October 1, 1994, and to continue for a primary contract 
term of three years, thereafter continuing on a year-to-year basis. 

DuPont is replacing its aging coal-fired boilers with new natural gas boilers in order to comply 
with the impending clean air requirements. Under this agreement, LG&E will provide firm gas 
transportation from the city-gate interconnection point with the Texas Gas Transmission System 
to DuPont's Camp Ground Road facility. The natural gas requirements are projected to increase 
from the approximately 90,000 Mcf per year currently being used to over 1,900,000 Mcf per 
year. This load can be served from LG&E's existing distribution system and, therefore, will 
require no additional main extension. 

DuPont expects to purchase the majority of its gas supply requirements for the new boilers 
directly from producers and gas brokers. The transportation service provided by LG&E will be 
governed by the same terms and conditions of service as contained in our standard transportation 
Rate T. Rate T is transportation service with no commitment by LG&E to provide firm standby 
sales service. DuPont has selected the interruptible standby service option in order to take 
advantage of the associated lower prices. When available, the standby sales service provided 
hereunder will be of the same character of service as our Uncommitted Gas Rate G-7 (Le. an 
interruptible service). The existing gas process requirements of the plant are currently served 
under LG&E's firm industrial sales service Rate IGS and this will not change. 

A SUBSIDIARY OF 

LG8Q::NERr;¥ 
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Don R. Mills, Executive Director 
Public Service Commission of Kentucky 
May 19,1994 
Page Two 

The rates in this agreement, although different in form, reflect the same cost-of-service 
components assigned to the standard transportation Rate T and the standard sales Rate G-7 in 
our last general rate proceeding (Case No. 90-158). With the inclusion of a demand charge, 
the rate design proposed herein now contains a separate pricing component for each of the 
elements of cost (Le. customer, demand, and commodity). This rate structure, which is similar 
in design to our large commercial and industrial electric rate schedules, provides a better 
correspondence to these three elements of cost. Due to DuPont's high load factor, the overall 
average price per Mcf transported is lower than it would otherwise be under the standard 
transportation Rate T, even though this rate reflects the same elements of cost as Rate T. This 
pricing structure also stimulates demand-side management by providing DuPont the opportunity 
to manage its maximum daily demands through peak shaving measures and, thereby, influence 
its overall gas cost. 

Attached hereto are the supporting documents and derivation of the unit charges for demand­
commodity rates, including those proposed herein, based on the aforementioned fully allocated 
cost-of-service study. In the derivation of the unit charges, we have included all three of 
LG&E's standard rate schedules and their assigned costs. The redesigned demand-commodity 
pricing structure, while different in form from the standard rates, does reflect and capture all 
of the components of assigned cost. 

We respectfully request your approval of this filing. 

Steve Seelye 
Manager, Rates and Regulatory Analysis 

WSS/DLB:mlg 

Attachments 

A SUBSIDIARY OF 

LG8!ENERGY 
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bc: Scott Williams 
Alan McGinnis 
Keith Alexander 
Raymond Bennett 
Clay Murphy 
Bob Berryhill 
Doug Brooks 
Steve Seelye 
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DERIVATION OF 
DEMAND-COMMODITY PRICING OPTION 

FOR NATURAL GAS SERVICE OFFERINGS 

The objective of this analysis is to design a gas pricing structure 
that gives recognition to LG&E's major elements of cost (other than 
gas supply) associated with furnishing natural gas service, and 
that provides the customers with accurate price signals related to 
their usage patterns. These cost components fall into the 
following broad categories: customer costs, demand costs, and 
variable commodity costs. 

customer costs include the O&M, depreciation, taxes and return on 
certain investments such as service lines, a portion of mains, 
meters, and pressure regulators, as well as meter reading and 
billing expenses that are directly related to the fact that a 
customer is connected to the system irrespective of the amount 
used. The proper pricing structure should take the form of a 
monthly customer or facilities charge, and, as accurately as 
practicable, track these costs. 

Distribution demand costs reflect the capacity installed, primarily 
in mains, to meet the maximum requirements placed on the system by 
the customers. The pricing structure for this cost component 
should be in the form of a demand charge that correctly portrays 
the demand costs and applies to the demands imposed on the system 
by the customer. 

Commodity costs or variable costs include those elements of cost 
that change with the day-to-day volumes delivered, and should be 
priced accordingly. However, most gas utility rate structures do 
not give explicit recognition to cost causations or exact pricing 
signals. Commodity costs, demand costs, and unrecovered customer 
costs have historically been bundled into the commodity price. 

Underground storage costs are related to both the seasonal and peak 
day deliveries required from storage during the winter season as a 
result of the temperature sensitive customer loads. (This pricing 
component in LG&E's rate design currently tracks, as accurately as 
practicable, this specific element of cost.) Though commodity 
based, the 50¢ off-peak price differential between IGS winter and 
summer rates and the lO¢ difference between the G-6 and G-7 rates 
do represent cost-of-service based price signals. Demand based 
pricing would further strengthen this pricing structure. 

Demand-Commodity rates, while proper, are prohibitive for the vast 
majority of customers which are small users, because of the cost of 
installing demand metering equipment. However, in spite of the 
metering cost, the demand-commodity pricing structure is 
practicable for large customers and will provide the proper price 
signals associated with the timing of their gas delivery 

Attachment to Response to LGE AG 1-330(b) (002) 
Page 4 of 27 
Murphy



requirements, as well as the economics of their purchase patterns. 

BACKGROUND OF SERVICES OFFERED 

LG&E currently offers three types of sales service under its 
standard tariff. Firm year around sales service is rendered under 
our Rate RGS, CGS, and IGS rate schedules (formerly Rate G-l) to 
all residential customers and most commercial and industrial 
customers. Commercial and industrial customers who have the 
capability to tolerate interruptions of gas supply can select from 
either of two interruptible sales services, Rate G-6 or Rate G-7. 
Seasonal Off-Peak Rate G-6 is subject to interruption during the 
90-day period from December 15 through March 14, and is firm for 
the other 275 days of the year. Uncommitted Gas Rate G-7 is 
subject to interruption at any time of the year. 

LG&E also offers two types of transportation service under its 
standard tariff, Rates TS and T. Rate TS provides transportation 
customers with the assurance that standby sales service will be 
available in the event that they are unable to acquire sufficient 
quanti ties of transported gas. TS customers can choose either firm 
year around standby sales service (CGS and IGS) or seasonal standby 
sales service under Rate G-6. Customers selecting Rate Tare 
merely securing transportation service, and have no assurance of 
the availability of standby service, as Rate G-7 is the sales 
service alternative if they are unable to acquire sufficient 
quantities of transported gas. 

SERVICES and COST-Of-SERVICE 

There are certain elements of cost that are common to all types of 
gas service and other costs that are unique to each because of the 
characteristics of the service provided. As an example, the 
customer and distribution system costs for two customers of the 
same size should be about the same, since the metering, regulation, 
services, and mains have to be sized to meet the maximum demands of 
the customer. In addition, there is little difference in meter 
reading and billing costs regardless of the customer's size or the 
character of the service. The only real cost-of-service variable 
is the cost related to providing firm versus interruptible service 
(i.e. underground storage in LG&E's case). The price deviation 
between the commercial and industrial rate schedules reflects that 
cost difference (see next page). 

2 
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Non-Residential Customer Charge 
Transportation Administrative Chg. 

Distribution Charge/Mcf 
Off-Peak Pricing Provision/Mcf ** 

* $500 minimum bill 

Rates 
CGS/TS 
IGS/TS 

$8.96 
90.00 

$1.1099 
$(0.50) 

Rates 
G-6/TS 

$20.00 
90.00 

$0.53 

Rates 
G-7/T 

* 
90.00 

$0.43 

** Applies during April through October to usages over 100 Mcf 

There is little recognition given to specific customer load factors 
under the standard rates, even though some indirect impact results 
from the seasonal prices in the CGS and IGS rate schedules. Two 
customers served under the same rate schedule that use the same 
volume will pay the same amount regardless of their demands on the 
system. The purpose of the demand-commodity pricing proposal is to 
more accurately recognize the cost causations through the pricing. 

DEMAND-COMMODITY RATE DESIGN 

The assumptions and criteria used to develop the pricing for this 
new rate design were: 

customers of the same size require essentially the same 
regulators, meters, and services, which necessitate the same 
meter reading and billing expenses. Therefore, the monthly 
customer charge should be the same regardless of whether the 
customer receives firm or interruptible service. 

Because the distribution system is designed to meet the 
maximum individual customer demands, customers with identical 
demands would have the same distribution demand costs and, 
therefore, should have the same distribution demand charge, 
regardless of the character of service. 

The variable commodity charge should be the same for all 
classes of service. 

The charges for underground storage would, however, reflect 
the cost differences related to the utilization of such 
facili ties. Obviously, year around firm service utilizes 
storage more than seasonal G-6, which can be interrupted from 
December 15 through March 14. Uncommitted Rate G-7 has no 

3 
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assignment of underground storage. We decided to look at two 
pricing methodologies to price underground storage. The first 
method would be commodity pricing that would apply to the 
volumes sold during the 5 winter-season months. The 
alternative and preferred pricing method would be a storage 
demand charge that would be billed each month of the year, but 
would apply to the customer's maximum or contracted demand 
during the winter season. 

Although different in form, the demand-commodity rates reflect the 
same cost-of-service components assigned to the standard rate 
schedules in LG&E's last general rate proceeding (Case No. 90-158). 
with the inclusion of a distribution demand charge, the rate design 
proposed herein now contains a separate pricing component for each 
of the elements of cost (i. e. customer, demand, and commodity). We 
believe that this rate design is superior to the "typical" pricing 
structure that only contains customer and commodity charges in that 
the overall average price per Mcf for two customers receiving the 
same type of service will now depend upon the demand as well as the 
volume of gas delivered. As an example, if two customers use 
exactly the same monthly volume of gas, and one has a smaller 
billing demand than the other, the customer with the smaller demand 
will have the lowest bill. 

Attachment A contains the supporting non-residential cost 
assignments taken directly from LG&E's gas cost-of-service study 
filed with the Commission in the last general rate proceeding (Case 
No. 90-158). Page 1 is a summary of the expenses and investment 
assigned to commercial and industrial customers served under Rates 
G-1 (now Rates CGS and IGS), G-6, and G-7. Since only one small 
G-7 customer existed at the time that cost study was prepared, 
Rates G-6 and G-7 were combined for purposes of assigning costs. 
However, the differences in the degree of interruptibility, and the 
measurable impact on underground storage made the cost separation 
between the two rate schedules fairly straightforward, since 
interruptible or uncommitted gas service has no assignment of 
storage costs in either the summer or winter season. Pages 2 
through 10 are copies of the individual sheets detailing the cost 
assignments from Walker Exhibit 2 in that rate case. 

Attachment B shows the calculated overall return on investment of 
15% for non-residential commercial and industrial customers after 
imputing the authorized revenue increase prescribed by the 
Commission in Case No. 90-158. Since this proposed pricing 
methodology is devised to track cost-of-service and to recognize 
customer load, factors, we believe that it is appropriate to utilize 
the uniform rates of return for all customer classes when 
determining revenue requirements and designing new rates. The 
variation in actual rates of return between the classes of 
customers is primarily a result of load factor differences. 

4 
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Attachment C contains the support and derivation of the unit 
charges for the demand-commodity rates proposed herein based on the 
costs assigned to the industrial sector. This class of customers 
was selected because, as mentioned earlier, the cost of metering 
and the resulting prices will most likely limit this type of rate 
to larger-sized customers, such as those found in the industrial 
class. Pages 2 and 3 show the computations of the annual revenue 
requirements for Rates CGS and IGS (G-I) and G-6, respectively. 
Page 1 contains a summary of the revenue requirements along with 
the calculations deriving the specific customer, demand, and 
commodity charges (see below) applicable to each type of service. 

DEMAND-COMMODITY RATES 

MONTHLY CUSTOMER CHARGES 
TRANSPORTATION ADMINISTRATIVE 

DISTRIBUTION DEMAND CHARGES * 

DISTRIBUTION COMMODITY CHARGE/Mcf 

STORAGE CHARGE 
COMMODITY PRICING ** 

or 
DEMAND PRICING *** 

TYPE OF SERVICE 
RATE 
TS/ 

CGS/IGS 

$180.00 
90.00 

$2.75 

10.60¢ 

50.0¢ 

$3.36 

RATE 
TS/G-6 

$180.00 
90.00 

$2.75 

10.49¢ 

20.0¢ 

$1.55 

RATE 
T.&.Z 

$180.00 
90.00 

$2.75 

1O.~ 

* Applies to the greater of: the Mcf contracted minimum demand; 
or, the maximum daily demand recorded during the billing 
period; or, the maximum daily demand recorded during the 
previous 11 months. 

** Applies to all volumes delivered during November through 
March. 

*** Applies to the greater of: the Mcf winter season contracted 
minimum demand; or, the maximum daily demand recorded in any 
monthly period during the months of November through March. 

The customer charge, transportation administrative charge, and 
distribution demand charge are identical, and the commodity charges 
are essentially the same for all types of service. This is 

5 
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expected, since no underground storage cost is included in the 
derivation of these charges. 

with the inclusion of assigned storage costs, the cost-of-service 
for service such as transportation Rate TS and its companion 
standby sales service (Rates CGS, IGS, and G-6) is significantly 
more during the winter months. We looked at two pricing 
methodologies for storage: (a) a commodity price that would apply 
to all volumes delivered during the months of November through 
March; or, (b) a demand charge that would be billed each month, and 
would apply to either the winter season actual or the contracted 
minimum demand. storage service for TS/ G-6 would be 20.0¢ per Mcf 
under the commodity pricing structure, and $1.55 per Mcf of storage 
demand under the demand pricing structure, in order to reflect the 
assigned costs related to providing service from November 1 through 
December 14 and after March 15. 

Firm year around service (TS / CGS,IGS type service) received the 
maximum allocation of underground storage costs, since gas must be 
available each and every day of the winter season. As a result, 
the winter season storage charge would be 50.0¢ per Mcf under the 
commodi ty pricing, which is consistent with the seasonal rate 
differential under the Off-Peak Pricing Provision in our standard 
Commission-approved rate schedule. The storage demand charge would 
be $3.36 per Mcf of demand. 

Since service of the type provided under transportation Rate T and 
its companion uncommitted standby sales service (Rate G-7) is 
interruptible at any time, there are no assigned storage costs. 

The redesigned demand-commodity prices, while different in form 
from the standard rates, do reflect and capture all of the 
components of assigned cost and, as demonstrated on page 1 of 
Attachment C, there is no shift in revenue responsibility between 
rate classes. 

R. J. Walker 
Gas Product Management 

6 
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COST OF SERVICE SUMMARY 

BASED ON THE GAS COST OF SERVICE 
STUDY FILED BY LG&E WITH THE 

KENTUCKY PUBLIC SERVICE COMMISSION 
IN CASE NUMBER 90-158 

ATIACHMENT A 
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COST-OF - SERVICE 
Non 

Residential 
Rates G-1. 
G-6 &G-7 

ASSIGNED 0 & M EXPENSES (o!h!!f than Gas Supply): 
Customer Related: Accounts & Service 

Meters 
Services 
Mains 

Demand Related: Mains 
Structures & Equipment 
Transmission 

Commodity Related: 
Storage Related: 

ASSIGNED DEPRECIATION EXPENSES 
Custom Sf Related: Meters 

Demand Related: 

Storage Related: 

Services 
Mains 
Malns 

Structures & Equipment 
Transmission 

ASSIGNED TAXES - olherlhan income 
Customer Related: Accounts & Service 

Meters 

Services 
Mains 

Demand Related: Mains 

Commodity Related: 
Storage Related: 

INCOME TAXES: 

Structures & Equipment 
Transmission 

TOTAL O&M, DEPREC, and TAXES: 

A§SI G N!iil:! INVESTM!iiNT 
Customer Related: Accounts & Service 

Meters 
Services 
Mains 

Demand Related: Mains 
Structures & Equipment 
Transmission 

Commoditv Related: 
Storage Related: 

$578.491 
2.856.802 

546.968 
120.971 

2,273,297 
662,247 
377,389 
301,369 

2,794,555 
$10,512,089 

$169,917 
154,424 
49,770 

935,278 

55,705 
140,241 
743,724 

$2,249,059 

$28,586 
189,306 

66,584 
18,380 

345,403 
49,474 
56,417 
17,488 

223,014 
$994,652 

$2,942,748 

$16.698,548 

$69,724 
3,537,384 
2,860,120 

952,891 
17,906,889 
1,355,004 
1,080,298 

36,323 
15,377,575 

$43,176,208 

Rates 
Rate G-l G-6/G-7 

$575,834 $2,657 
2,661,806 194,996 

542,306 4,662 
120,377 594 

1,935,807 337,490 
563,931 98,316 
359,891 17,498 
234,150 67,219 

2,409,083 385,472 
$9,403,185 $1,108,904 

$158,319 $11,598 
153,107 1,317 
49,526 244 

796,429 138,849 

47,435 8,270 
133,739 6,502 
709,241 34,483 

$2,047,796 $201,263 

$28,455 $131 
176,384 12,922 

66,016 568 
18,290 90 

294,125 51,278 
42,129 7,345 
53,801 2,616 
13,588 3,900 

203,922 19,092 
$896,710 $97,942 

$2,473,388 $469,360 

$14,821,079 $1,877,469 

$69,403 $321 
3,295,933 241,451 
2,835,743 24,377 

948,217 4,674 
15,248,462 2,658,427 

1,153,842 201,162 
1,030,211 50,087 

28,221 8,102 
14,633,758 743,.817 

$39,243.790 $3.932,418 
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WUISVILLE GAS AND ELECTRIC COMPANY 

. COMMONWEALm OF KENTUCKY 

BEFORE mE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of 

ADJUSTMENT OF GAS AND ) 
ELECTRIC RATES OF WUISVILLE ) 
GAS AND ELECTRIC COMPANY ) 

CASE NO. 90-158 

GAS COST OF SERVICE STUDY 

WALKER EXIDBIT 2 

TO PREPARED TESTIMONY 

SUBMITTED JULY 13,1990 
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7/10/90 PAGE· 12- 1 

LOUISVILLE GAS AND ELECTRIC COMPANY 
GAS COST or SERVICE STUDY 

rCR 12 MONTHS EMDEn A1RtL 10, 1990 
1 

TOTAL 
ALL RESIDENTIAL COMMERCIAL IltDUSTllIAL TOTAL CONS ALLOC !tATES !tATE 0-1 RATE 0-1 RATE 0-1 RATE 0-1 

NET COST RATE BASE TI50 

STORAGE TAO 1 
DEMAND TRB111 DEHOl 38701398. 22168625. 10208074 • 4257192. 366ll892. COMMODITY TRB112 COM01 465646. 240899. 112282. 56209. 409390. TOTAt STORAGE TRBlT 39167045. 22409524. 10320356. 4313402. 37043282. 

TRANSMISSION-DEMAND TRB211 DEH02 2756298 • 1578838. 727015. 303196 • 2609048. 
DISTRIBUTION TAO 2 

DISTRlnUTION-COMMOOITY TRR311 CaM02 75965. 37067. 17698. 10523 • 65289. STRUCTURES AND EQUIP-DEMAND TRB321 DEMO) 3267827 • 1803658. 827777 • 326065. 2957500. MAINS TA03 
DEMAND TRB331 DEM04 43185578. 23836028 • 10939386 • 4309076. 39084490. CUSTOMF:R TR8ll2 CUSTOl 11728562. 10775623. 934147 • 14070. 11723640. TOTAL MAINS TRaUT 54914140. 34611651. 11873533. 4323146. 5080B330. SERVICES TRBl41 CUST02 273591 74. 244979B3. 27850B5. 50658. 27333726. METERS-CUSTOMER TR8351 CUST03 11325103. 7783279. 2965059. 330874 • 11079212. TOTAL DISTRIBUTION TR83T 96942209. 68733638. 18469152. 5041266. 92244057. 

CUSTOMER ACCOUNT EXPENSES TR8411 CU5T04 753978. 692712- 60052. 904. 753669. 
Cl15TOMEn sr.nVICE EXt'tNSES TRn511 CUSTOS 104490. 96000. B322. 125. 104448. 
TOTAL NET COST RATE BASE TReT 139724017. 9351071), 29584897 • 9658893. 132754503. 
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roR 12 MONTHS ENDED APRIL 10, 1990 1 

COIIIIERCIAL nft)USTRtAL TOTAL FORT 
CONS ALLOC RATE 0-6 RATE 0-6 RATE G-6 mox 

N£T COST RATE BASE T150 

STORl\GE TAO 1 
DEMAND TRB111 DEMOI 153528. 54975l. 703282. 1364224 • 
COMMODITY TRBI12 COMOl 8327. 32208. 40535. 15722. 

TOTAL STORAGE TRBIT 161856. 511961. 743817. 1379946. 

TRANSMISSION-DEMAND TR9211 DEMOl 10934 • 3915l. 50017. 97159. 

DIsTRIeuTIoN TM2 
DISTRIBUTION-COMMODITY TRB311 COMOl IS42 • 6560. 8102. 2575. 
STRUCTURes AND EQUIP-DEMAND TRB121 DEMOl 49165. 151997. 201162. 109165. 
MAINS TAO 1 
DEMAN~ TR03l! DEM04 6497)1. 2008696. 2658427. 1442661. 
CUSTOMER TRBl12 CUSTOI 1108. 3566- 4674. 48. 

TOTAL HJ\INS TRBllT 650839. 2012262. 2663101. 1442710. 
SERVICES TRBl41 CUST02 5790. 18517. 24377. 1072. 
METERS-CUSTOMER TRB1Sl cUstOl 48449. 193002. 241451. 4439. 

TOTAL DISTRIBUTION TRB1T 755784. 2382401. 3131192. 1559961. 

CUSTOMER ACCOUNT EXPENSES TRB411 CUST04 66. 21l. 279. 31. 

CUSTOMER seRVICE EXPENSES TR8511 CUSt05 10. 32. 42. o. 

TOTAL NET COST RATE BASE TRBT 928650. 3003767. 3932417. 3037097. 
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LOUISVILLE GAS ANn ELECTRIC COMPANY 
GAS COST or SERVICE STUDY 

FOR 12 MONTHS ENDED APRIL 30. 1990 

TOTAL 
ALL RESIDENTIAL COMMERCIAL INDUSTRIAL TOTAL 

CONS ALLOC RATES RATE G-l RATE G-l RATE 0-1 RATE G-1 

O'M EXPENSES -- EXCL. GAS SUPPLY T200 

STORAGE TAOl 
DEMA.NO TOM111 DEMOl 2705267. 1549609. 713555. 297582. 2560746. 
COMMODITY TOM112 COMOI 3863399. 1991701. 931586. 466360. 3396647 . 

TOTAL STORl\CiE TOMIT 6561666. 3541)10. 1645141. 763942. 5957393. 

TRANSHTZ5fON-Or.MANO TOM21l OEH02 9628111. 551547. 253973. 105911. 911.,)11, 

IHSTRlnUTlON TI\02 
OISTRIOUTION-COMMODITY TOM311 cOM02 630274 • 307543. 146139. 17311. 541694. 
STRUCTunr.s AND EQUIP-DEMAND TOM321 DEM03 1597122. 881522. 404569. 159362. 1445452. 
MAINS TAD 3 

DEMAND TOM) )1 DEMO .. 5412452. 3026007. 1311766. 547041. 4961115. 
CUSTOMER TOH))2 cusTOl 1411953. 1367976. 111591. 17U. 1411353. 

TOTI\L tiA.INS TOM33T 6971404. 4393913. 1507357. 541121. 6450161. 
SERVICES TOM341 CUST02 5232156. 4614913. 532611. 9611. 5227219. 
METERS-CUSTOMER TOM351 CUST03 9146117. 6215799. 2394591. 267215. 1947605. 

TOTAL DISTRIBUTION ToM3T 23577143 • 16553131. 4915974. 1072403. 22612201. 

CUSTOMER ACCOUNT EXPENSES TOM-111 CUST04 6255644 • 5747332. 491241. 7504. 6253077 . 

CUSTOMEn ~r.RVICE EXPENSES TOMS 11 CUSTOS 166940. 796501. 69049. 1040. 166591. 

T(')TAr. nrr.n AND MAtNT eXPENSEs TOHT 31231270. 27197522. 7452371. 1950In7. 36600707. 
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FOR 12 'MONTHS ENDED APRIL lO, 1990 

COMMERCIAL INDUST1UAL TOTAL rORT 
CONS ALLOC AATC 0-6 RATE 0-6 ruTE 0-6 r(NOX 

O'M expENsES -- EXCL. OAS SUPPLY T200 

STORAGE TAO 1 
DEMAND TOH111 DEMO 1 10732. 31421. U160. 95361. 
COMMODITY TOH112 COHOl 69091. 267221. l36l12. Il0441. 

TOTAL STORAGE TOMIT 7912l. l05~49. lI5412. 225102. 

TRANSMISSION-DEMAND TOM211 aEM02 l120. 1301. 17497. l3941. 

DISTRIBUTION TAO 2 
DISTRIBUTION-COMMODITY TOM311 COM02 12790. 54429. 67219. 2ll6!. 
STRUCTURES AND EQUIP-DEMAND TOM321 DEMO) 24029. 74217. 91116. 53354. 
MAINS TA03 

DEAAND TOM3ll DEH04 124!4 • 255006. 337490. 113147. 
CUSTOMER TOHl12 CUSTOl 141. 45). 593. 6. 

TOTAL MAINS TOHJlT 82625. 255459. 3lI081. II11S], 
SERVICES TOM341 CUST02 1107. l5SS. 4662. 205. 
METERS-CUSTOMER TOM351 CUSTOl 39127. 1551~9. 194997. 3585. 

TOTAL DISTRIBUTION TOM3T 159671. 5US99. 701277 • 261658. 

CUSTOMER ACCOUNT EXPENSES TOM.11 CUST04 541. 1763. 2112. 255. 

CUSTOMER SERVICE EXPENSES TOH511 CUSTOS 12. 264- l45. 4. 

TOTAL OPER AND HAINT EXPENSES TO/1T 24)951. 164953. 1101904. 521660. 
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7/10/90 p"at 14- I 

LOUISVILLC GAS AND ELECTRIC COMPAnY 
GAS COST or SERVIce STUDY 

FOR 12 MONTHS ENDED APAIL 10, 1990 

TOTAL 
ALL RESIDENTIAL COMMEftCr"L INDUSTRIAL TOTAL 

CONS ALLoe RATES RATt 0-1 IV\TC 0-1 !\ATE' 0-1 IU.Tt 0-1 

DtrncCIATtoN tXrENSE T500 

STORAGE TAO 1 
DF:MArJD TDXl11 DEMOl 1897S54. 1086942. 500501. 2087ll. 179611l. 
COMMODITY Tox1l2 COM01 O. O. O. O. O. 

TOTAL STonflGE TDXtT 1897554. 1016942. 500501. 2017ll. 179611l. 

rRANSMt5stON-DEMAND TDX211 DEM02 l57116. 204961. 94379. 19l60. lll7010 

DISTnrnUTION TAO 2 
DISTRlnuTtoN-COMMODITV TOXlIl COHO 2 O. O. O. O. O. 
STRUCTURes AND EQUIP-DEMAND TDXl21 OEHOl 134142. 74149. )40l0. 1340,S. 121514. 
MAINS TAOl 

DEMANO TOXlll DtH04 2255511. 1244951. 571365. 225064. 2041387. 
CUSTOMEn TDXll2 CUSTOI 612514. 562112. 417U. 7l5. 612l37. 

TOTAL MAINS TDXllT 2161172. 1107770. 620156. 225791. 265l725. 
SERVICES TDXl41 CUST02 1477177. 1322695. 150372 • 2735. 147510l. 
METEnS-CllSTOMER TDXl51 CUSTOl 54l991. l71UI. 142426. 1589l. 5l2117. 

TOTAL 0151nrnUTI0N TDX1T 102l611. l571412. 946984. 251832. 41113298 . 

r:1J:':TOMr.n ..... ('COIlNT exrr.N!iF:S TDX411 cusT04 O. O. O. O. O. 

c:'I15T(')Mr.n !ir.nVTCE r.xrr.NSCS TDX511 CUSTOS O. O. O. O. O. 

TOTAL DF;rnCCIATION EXPENSES TDXT 7279059. 4870l15. 1541172. 505925 • 6911112. 
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'/10/90 PACe 14- 2 

rOR 12 MONTHS ENDED APRIL 30, 1990 

eOMl1CnCtAL INDUSTRIAL TOTAL rORT CONS A.LLOe RATE 0 ... 6: RATE o-~ RATE 0-6 KNOX OErnr.CIATrON EXPENSE T500 

STOfU\G£ TAO I 
DEMAND TOXIII OEMOI '528. 26955. 34482. 66889-COMMODITY' TOXII2 COMOI O. O. O. O. TOTAL STORAGE TOXtT 1528 • 26955. l4482. 66889 • 

TRANsMrsSION-DEMAND TDX211 DEH02 1419. S08l. 6502. 1261l. 
DISTRIOUTION TAO 2 

DISTRIOUTION-COMMOOITY TDXlll COM02 O. O. O. O. STRUCTURES AND EQUIP-DEMAND TDXl21 DEMO 1 1021. 61H. 82'0. 4U8. MAINS TAO) 
DEMAND TOX))l DEM04 ll9lS. 104914. 138850. '5HO. CUSTOMER TOXll2 CUSTOI 58. 181 • 244. l. TOTAL MAINS TOXJ)T ll993. 105101. Il9094. 15lSl. !ir.nVtr.:r.~ TOX341 CUST02 III • 1004. Il16 . 5 •• METERS-CUSTOMER Toxl51 CUSTOl 2l21. 9211. 11598 • 211. TOTAL D[STRIBUTION ToxlT 38654. 121624. 1&021 •• '0112. 

CUSTOMER ACCOUNT EXPENSES TOX411 CUST04 O. O. O. O. 

CU5T~Mr.n :.r.nvICE tXrEN5Es TDx511 CU~TOS o. o. o. O. 

Tc1TAr. nCI'I!r.r.rATrON EXf'ENSES TOXT 41601. 153661. 201263. 159614. 
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7/10/90 PAGt 15- I 

LOUISVILLE GAS AND ELECTRIC COMPANY 
GAS COST 0, SERVICE STUDY 

rOR 12 MONTHS ENDED APRIL ]0, 1990 

TOTAL 
ALL RESIDEN'l'IA.L COt1l1EltCIAL INDUS'MUAL TOTAL CONS ALLoe lUTES RATt 0-1 AATt G-I !\ATt a-I RATE 0-1 S 

0 

TAXES OT"r.R THAN INCOME TAXES T600 

11 !;TOnfl(if. TAOI II DEMAND TOT I II DEMOI 417667. 219245 . 110166. 45944. 195154 • . r COMMODITY TOT II 2 COMOl 112114. 61159. 11162. 15950. 116171. TOTAL 5TonAcr. TOT!" SUIlOl. 107601. 142021. 61194. 511525. '1 

TRANSMrS510N-DEMANO TOT211 DEM02 111942. 12451. 17967. 1511L 1l6252. 
1 nrSTnrnuTtoN TM2 2 

OISTRrnuTION-COMMOOITY TOT11I COM02 16574. 17846. 1521. 5067 • 11414 . 51'nl/('1"IJnr.:; AND r.ourr-Of:MANO T01']21 OEM!')) 119115. 65155. 10224. 11905. 107915. 
) 

MI\TN!; TAO] ) 
m:MANn TOTlll DE:MO-t 112999. 459769. 211001. 11117. 751194. I' 
CUSTOMER TOTl12 CUSTOl 226210. 207149. 11019. 271. 2U1l9. I. 

TOTAL MArNS TOTllT 10$9229. 667611 • 229026. 11188. 910011. 
i: 

SERVICES TOTl41 CUST02 616927. 570111 • 64817 • 1179 • 6161l5. METERS-CU~TOMtn TOT151 CUSTOl 606072. 416521. 151677. 17707. 592911. TOTI\[. nr~TnTn!lTrON TOTJT 1458118 . 1738166. 491286. 119247 • 2148699 . 
CUSTOMER ACCOU~ EXPENSES TOTO I CUST04 11l476. 288004. 24967. 176. 11l141. 
rll:-:1'mWII ~':nvrcr. r.Xrr.N~r.s TOTSII CUSTOS 11462. lSl17. 1061. 46. 18446. 

TOTAl, '[',U'/:!; OTIIf:n TnAN fNC. TAX TOTT 1501799. 145IS62. 699111. U7197. 3148270. 
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7;10;90 PAGE 15- 2 

rOR 12 MONTHS ENDED APRIL 30, 1990 1 

COMMERCIAL INDUSTRIAL TOTAL rORT 
CONS ALLoe RATE 0-6 MTE 0-6 RATE G-6 r::nox 

TAXES OTHER THAN INCOME TAXES T600 

STORAGE TAO 1 
DEMAND TOTlll DEMOI 1657. 593), 7590. 14721. 
COMMODITY TOT112 COHOI 236). 9139. 11502. 4461. 

TOTAL STORAGE T01'IT 4020. 15012. 19092. 19184. 

TRANSMISSION-DEMAND TOT211 DEM02 571. 2045. 2616. 5074-

DISTRISUTION TAO 2 
orSTRIAUTION-COKMODtTY 1'01'311 cOM02 742. lI58. 3901. 1240. 
STRUCTURES AND EQUIP-Or.MANO 1'01'321 DEMOl 1795. 5550. 7345. 3986. 
MAINS TAO 3 

DEMAND TaT1J1 DEM04 12533. 38745. 51271. 27827 . 
CUSTOMER 1'01'332 CUSTOI 21. 69. 90. 1. 

TOTAL MAINS 1'OT33T 12554. 38814. 51361. 27828. 
stnVIcts '1OTHI CUST02 135. 43). 561. 25. 
METERS-CUSTOMER 1'01'351 CUSTOl 2593. 10329. 12921. 238. 

TOTAL OISTRIBUTION TOT1T 17819. 58284. 7610), 33316 • 

CUSTOMER ACCOUNT EXPENSES TOT411 CU51'04 27. II. 116. 13. 

CUSTOMER SERVICE EXPENSES TOTSll CUSTOS 4. 12. 15. O. 

TOTAL TAXr.r. OTnr.n THAN INC. TAX 1'01'1' 22441. 75101. 97942. \7517 . 
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RETURN ON INVESTMENT 
COMMERCIAL & INDUSTRIAL CUSTOMERS 

BASED ON THE GAS COST OF SERVICE 
STUDY FILED BY LG&E WITH THE 

KENTUCKY PUBLIC SERVICE COMMISSION 
IN CASE NUMBER 90-158 

ADJUSTED TO REFLECT THE COMMISSION 
APPROVED RATES IN THE CASE 

ATTACHMENT B 
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COST - OF -SERVICE 

Total Commercial Industrial 
Commercial Total Total 
A IndYlitll1 G-.QmmM.~j~1 Bat!....9-=1 B!te G-6 lr1dustrial Rat. G-t Rate G-6 

ASIlI!at:llill It:llllillIM Ii!::!! 
CU$tQ.meLR~!!lted: Accounts & Service $69,724 $68,450 $68,374 $76 $t ,274 $1,029 $245 

Meters 3,537,384 3,013,508 2,965,059 48,449 523,876 330,874 193,002 
Services 2,860,120 2,790,875 2,785,085 5,790 69,245 50,658 18,587 
Mains 952,891 935,255 934,147 1,108 17,636 14,070 3,566 

Demand Related: Mains 17,906,889 ",589,117 10,939,386 649,731 6,317,772 4,309,076 2,008,696 
Structures & Equipment 1,355,004 876,942 827,777 49,165 478,062· 326,065 151,997 
Transmission 1,080,298 737,949 727,015 10,934 342,349 303,196 39,153 

CO!l!!!'odilY Related: 36,323 19,240 17,698 1,542 17,083 10,523 6,560 
Sto!!~ge.Bela~~~ 15,377.57!i. 10,482,:~g 10,320,356 161,866 4,895,363 4,313,40g 581,961 

TOTAL INVESTMENT $43,176,208 $30,513,548 $29,584,897 $928,651 $12,662,860 $9,658,893 $3,003,767 

ASSIGNED REVENUE $23,272,949 $14,860,540 $14,320,452 $540,088 $8,412,409 $6, I 20,09.1 $2,292,318 
Plus: RATE INCREASE 197,406 146,081 146,081 0 51,325 51,325 0 

Less: O&M, DEPREC. and TAXES (16,698,548) (11,415,927) (11,031,518) (384,409) (5,282,621) (3,789,561) (1,493,060) 
EXPENSE ADJUSTMENT (69,334) (22,217) (19,755) (2,462) (47,117) (19,823) (27,294) 
ADDED INCOME TAXES (77,867) (57,621) (57,62t) 0 (20,245) (20,245) 0 

NET OPERATING INCOME $6,624,606 $3,510,855 $3,357,638 $153,217 $3,113,751 $2,341,787 $771,964 

15"-
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APPROVED REVENUE 

BilliNG DETERMINANTS 
CUSTOMER-MOS. Sales Customers 

Transportation Customers 
VOLUMES: Tota! 

Off-Peak Priced 

PREVIOUS RATES 
MONTHLY CUSTOMER CHARGE 
MONTHLY TRANSPORT ADMINISTRATIVE CHARGE 
DISTRIBUTION CHARGE 
OFF-PEAK PRICING PROVISION 
APPROVED RATES 
MONTHLY CUSTOMER CHARGE 
MONTHLY TRANSPORT ADMINISTRATIVE CHARGE 
DISTRIBUTION CHARGE 
OFF-PEAK PRICING PROVISION 
PRICE INCREASE 
MONTHLY CUSTOMER CHARGE 
MONTHLY TRANSPORT ADMINISTRATIVE CHARGE 
DISTRIBUTION CHARGE 
OFF-PEAK PRICING PROVISION 

REVENUE INCREASE 

Total 
Commercial 
& Industrial 

240,3n 
649 

23,433,663 
4,122,967 

MONTHLY CUSTOMER CHARGES $62,206 
MONTHLY TRANSPORT ADMINISTRATIVE CHARGES 
DISTRIBUTION CHARGES 135,200 
OFF-PEAK PRICING PROVISION 

TOTAL $197,4061 

ADDITIONAL INCOME TAXES r __ VI,8l1.?J 

Commercial 
Total 

Commercial Rate G-l Rate G-6 

236,021 
67 

12,428,955 
1,120,467 

235,749 
24 

11,457,551 
1,120,467 

$8.70 
90.00 

1.1025 
(0.5000) 

$8.96 
90.00 

1.1099 
(0.5000) 

$0.26 

0.0074 

$61,295 

84,786 

272 
43 

971,404 

$20.00 
90.00 

0.5300 
0.4300 

$20.00 
90.00 

0.5300 
0.4300 

Total 
Industrial 

4,356 
582 

11,004,708 
3,002,500 

Industrial 

Rate G-l 

3,505 
325 

6,812,709 
2,947,506 

$8.70 
90.00 

1.1025 
(0.5000) 

$8.96 
90.00 

1.1099 
(0.5000) 

$0.26 

0.0074 

$911 

50,414 

Rale G-6 

851 
257 

4,191,999 
54,994 G-7 

$20.00 
90.00 

0.5300 
0.4300G-7 

$20.00 
90.00 

0.5300 
0.4300G-7 
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DERIVATION OF 
DEMAND I COMMODITY 

RATES 
FOR 

COMMERCIAL & INDUSTRIAL 
SERVICE COMPARABLE TO 

SALES RATES G-1, G-6 & G-7 
AND 

TRANSPORTATION RATES TS & T 

BASED ON THE GAS COST OF SERVICE 
STUDY FILED BY LG&E WITH THE 

KENTUCKY PUBLIC SERVICE COMMISSION 
IN CASE NUMBER 90-158 

ATIACHMENT C 
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COST -OF SERVICE: 
CUSTOMER RELATED 
DISTRIBUnON MAINS 
OTHER 
STORAGE (G-6 CUSTOMERS) 
STORAGE (G-l CUSTOMERS) 

TOTAL 

BILLING DETERMINANTS: 
CUSTOMERS (x 12) 
BILLING DEMAND - ANNUAL (Maximum Demand x 12) 

- WINTER (Maximum Demand x 5) 
MCF DELIVERIES - ANNUAL 

- WINTER SEASON 

Cu§tomer & gistri!}utio!] Costs RecoveQ/: 
CUSTDMER CHARGES $180.00 
DISTRIBunON DEMAND CHARGES $2.75 
BASE COMMODITY CHARGE (All Volumes) $0.1049 

Storage Costs Recoverv: 

(WInter Commodity Rate) 
WINTER SEASON STORAGE CHARGE (G-6) $0.20 
WINTER SEASON STORAGE CHARGE (G -1) $0.50 

TOTAL REVENUE 

(Annual Demand Rata) 
WINTER SEASON STORAGE CHARGE (G-6) $1.55 
WINTER SEASON STORAGE CHARGE (G-l) $3.36 

TOTAL REVENUE 

(Wlnlar Demand Bata) 
WINTER SEASON STORAGE CHARGE (G-6) $3.71 
WINTER SEASON STORAGE CHARGE (G-l) $8.06 

TOTAL REVENUE 

INDUSTRIAL COST-OF-SERVICE 
DERIVATION OF DEMAND/COMMODITY RATE 

TOT6!. IN/2U/iTBI6L R6IE G-1 
$633,258 $408,687 
2,611,815 1,787,427 

520,790 347,040 
492,321 

2,190,529 
1$6,448,7131 1$4,733,683 r 

4,380 3,505 
818,196 557,892 
340,915 232,455 

11,122,792 6,812,709 
5,761,743 3,748,783 

x 4,380 = $788,400 3,505 = $630,900 
x 818,196 = 2,250,039 557,892 = 1,534,203 
x 11,122,792 = 1,166,781 6,812,709 = 714,653 

x 2,012,960 = 402,592 
x 3,748,783 = 1,874,392 3,748,783 = 1,874,392 

[j6,482,2031 1$4,754,1481 

x 260,304 = 403,471 
x 557,892 = 1,874,517 

~1483,20i!J 
557,892 = 1,874,517 

1$4,754,@ 

x 108,460 = ~02,387 

x 232,455 = 1,873,587 232,455 = 1,873,587 
1$6,481,19{j 1$4,753,3431 

B6IE la-Ii 
$224,571 

824,388 
173,750 
492,321 

1$1,715,0301 

875 
260,304 
108,460 

4,310,083 
2,012,960 

875 = $157,500 
260,304 = 715,836 

4,310,083 = 452,128 

2,012,960 = 402,592 

1$1,728,0561 

260,304 = 403,471 

1$1,728,9351 

108,460 = 402,387 

1$1,727,8501 
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Revenue Requirement by FunctJ COlIIPonent 
From the Gas cost ot Servl tudy 

IN'OUS'I'RIAL G-l 

Dist- Structurel Other 
Trans- ribution and IlI'IprOV6- Mains Main. Services Heters Customer 

Storage mission Conunodity ments Customer .Demand Customer Customer costs Total 

Rate 8ase 4,313,402 303,196 10,523 326,065 14,070 4,309,07& 50,658 330,174 1,029 9,&58,893 
Adjustments for Depreciation -14,547 -1,023 -35 -1,100 -47 -14 ,532 -171 -1,11& -3 -32,574 

Total Rate nase ~s Adjusted 4,298,855 302,173 10,488 324.965 14,023 4,294,544 50.487 329,758 1,026 9,626,319 

Proposed Rate of Return IS .00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15 .00\ 15.00\ 

Return on Rate Base 644.828 45.326 1,573 48,745 2,103 &44,182 7.573 49,4&4 154 1,443,948 

Operation and Maintenance EXp 763.942 105,918 17,311 159,362 1,716 547 ,041 9,&88 267.215 1.544 1,950,807 
OGpreciation Expenses 208,733 39,360 0 13,405 735 225,064 2,735 15,893 0 505,925 
Taxes other than Income Taxes &1,894 15,834 5,0&7 11,905 271 13,117 1,179 17,707 422 197,396 
Expense Adjustments -7,7&3 -1,076 -817 -1,&19 -11 -5,559 -98 -2,715 -87 -19,823 
Income Taxes 300,372 21,114 733 22,106 910 300,071 3,528 23,041 72 &72,617 ---

Total operating Expenses 1.327,179 111,149 92,224 205,759 3,754 1,149,734 17,031 321,141 1,951 3,306,922 

Total Operating Revenues 1,972,007 226,475 93,797 254.504 5,857 1,'93,916 24 ,604 370,605 9,105 4,750,869 

other Revenues 7.134 119 339 921 21 6,489 89 1.341 33 17.186 

TotAl n"vnnue Rl)qui r~mnnt 1,964,873 225.656 93,457 251,583 5,836 1,787,427 24.515 369.264 9,072 4.733 .683 

percant.1go of Total 41.51\ 4.17\ 1.97\ 5.36% 0.12\ 37.16\ 0.52\ 7.10\ 0.19\ 100.00\ 

= - ~ - - - ~ ~ .....- ~ 

TOTAL INTEREST 4.175,110 
mrM. INrOMr. TAX 5.~lO.~70 

't'tyt'AI, IW,:nATtNCi rNCQM,: I? ,1)06 ,615 
INotI!iTnIA.L ('.-l IN1'ERE5T 269,901 

nmW;,'nfAf.r.-l m:T TNrc'')Mr, t.~4',·)4n 
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Revenue Requirement by tuncti Component 
rrom the Gas Cost of Servi .. "" cudy 

n;oUSTRI1\1. G-6 

Dist- Structures Other 
Trans- ribution and Improve- Hains MAins Servicu Meters CUstoMr 

Storaqe mission Commodity ments CUstomer Demand CUstomer CUStom8r Costs Total 

Rate Base 581,961 )g ,153 6,560 151,997 3,566 2,008,696 18,5!7 193,002 245 3,003,767 
Adjustments for Oepreciation -2,576 -173 -29 -673 -16 -8,893 -82 -854 -1 -13,298 

Total Rate Base as Adjusted 579,385 38,980 6,531 151,324 3,550 1,999,803 18,505 192,148 244 2,990,469 

Proposed Rate of Return 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 15.00\ 

Return on Rate Base 86,908 5,847 980 22,699 533 299,970 2,'76 28,822 37 448,570 

Operation and Maintenance Exp 305,649 13,678 54,429 74,287 453 255,006 3,555 155,869 2,027 864,953 
Depreciation Expenses 26,955 5,083 0 6,249 186 104,91( 1,004 9,271 0 153,662 
Taxes Othe~ than Income Taxes 15,012 2,045 3,15B 5,550 69 38,745 433 10,329 100 i5,501 
Expense Adjustments -8,775 -393 -1,563 -2,133 -13 -i,321 -102 -4,47S -58 -24,832 
Incom& Taxes 39,455 2,654 445 10,305 242 136,184 1,260 13 ,08S 17 203,648 

Total Ope~atinq Expenses 378,357 23,068 56,469 94,258 937 527,528 6,150 184,079 2,08S 1,272,932 

Tot.'!l Operatinq Revenlles 465,264 28,915 57,4-49 116,957 1,469 827,499 8,926 212,901 2,122 1,721,502 

Othe~ n"venllo~ 1,749 109 216 440 6 3,111 l4 800 6,471 

I Tn!.!\ I ""'"mull n~{"1'1 i r"lfI"nt. 4.sl,51~ 28,806 57,2:ll 1l~.S17 1,4.64 824,388 8, 1I!)2 212,101 2,114 1,715,031 

\ 
\ 

rGrcnnt,lIJI't of Tnt"l 27.03\ 1.68\ 3034\ 6.79\ 0.09\ 48.07\ 0.52\ 12.37\ 0.12\ 100.00\ 
= - ~ ~ - - - - ~ ~ 

Tm'M. Irtr.:rU:ST ., ,175, 110 
TOTM. TN<:OMr. TAX $,620,610 

","" ... "" .'1":111\'1'111" 111,"(\11': 1'I,"O",r.I", 
I t II."", ,"'I ,.", 'I " Ilt,'I"I'I:',',' '11 , , n', 

rtll~r':I"I'"d. (j~(, 1/1;'" 1I1,"n'11: """,!'l'IO 
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Hon. Elizabeth O'Donnell 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 

October 1,2007 

Re: Louisville Gas and Electric Company 
Kentucky Utilities Company 

Dear Ms. O'Donnell: 

We enclose for filing, pursuant to 807 KAR 5:011, Sections 2 and 13, another 
copy of this cover letter, one unredacted copy of a Special Contract for Firm 
Gas Sales and Firm Transportation Service dated September 28,2007, between 
Louisville Gas and Electric Company, on behalf of its Gas Distribution 
Business, and Louisville Gas and Electric Company and Kentucky Utilities 
Company, on behalf of their Electric Generation Businesses, and ten redacted 
copies. We are filing the unredacted copy under seal along with a Petition for 
Confidential Protection. 

Please confirm your receipt of this filing by placing the stamp of your Ofice 
with the date received on the enclosed additional copies and return them to me 
in the enclosed self-addressed stamped envelope. Thank you for your 
assistance. 

Sincerely, 

E.ON US. LLC 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.eon-us.com 

F. Howard Bush 
Manager - Tariffs/Speciai 
Contracts 
T 859-367-5636 (Lexington) 
T 502-627-4136 (Louisville) 
F 502-627-3213 
howard.bush@eon-us.com 

F. Howard Bush 

111 
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SPECIAL CONTRACT FOR FIRM 
GAS SALES AND FIRM TRANSPORTATION SERVICE 

This Special Contract for Gas les and Transportation Service (the “Special Contract”) 
made and entered into this d* day of September, 2007, by and between Louisville 
Gas and Electric Company, a Kentucky corporation, on behalf of its Gas Distribution 
Business (hereinafter referred to as ”Company”), and Louisville Gas and Electric 
Company and Kentucky Utilities Company, Kentucky corporations, on behalf of their 
Electric Generation Businesses (hereinafter collectively referred to as “Customer”). 

WITNESSETH 

WHEREAS, Company owns and operates a gas distribution system in Kentucky; 
and 

WHEREAS, Customer owns and operates three electric generation facilities that 
are provided with natural gas service by Company; and 

WHEREAS, Customer desires to receive firm sales service from Company for a 
portion of Customer‘s gas requirements, and for the remaining portion of Customer’s gas 
requirements, Customer desires to manage and procure its own gas supplies and deliver 
such gas to Company for firm transportation through the facilities of Company with re- 
delivery to Customer’s electric generation facilities; and 

WHEREAS, both Parties desire to enter into a contract under the terms of which 
firm natural gas sales and firm transportation services shall be provided by Company to 
Customer under defined terms and conditions and at established rates. 

NOW THEREFORE, the Parties agree as follows: 

1. FIRM GAS SALES AND FIRM TRANSPORTATION SERVICE: 
Company will provide to Customer firm gas sales and firm transportation services under 
the terms and conditions of this Special Contract including the rates, terms, and 
conditions set forth on the following Appendices: 

Appendix A: “Customer Facilities and Service Levels” 
Appendix B: “Rates for Sales Service” 
Appendix C: “Terms and Conditions for Sales Service” 
Appendix D: “Rates for Transportation Service” 
Appendix E: “Terms and Conditions for Transportation Service” 
Appendix F: “Nomination Procedures” 

Appendices A, B, C, D, E, and F are attached hereto and incorporated herein by 
reference. 

2. EFFECTIVE DATE: The effective date of this Special Contract is 
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November 1, 2007. Beginning with the effective date set forth in the immediately 
preceding sentence, billing shall reflect the rates, terms, and conditions established 
pursuant to this Special Contract. Notwithstanding the foregoing, if the Kentucky Public 
Service Commission ("Commission") initially suspends this Special Contract for further 
review and subsequently approves it, or allows the Commission review period to expire 
without Commission rejection of this Special Contract, then the effective date of this 
Special Contract shall be the first day of the month covering the first full monthly billing 
rendered at least ten (10) days after the date of such Commission approval or such 
expiration of the Commission review period; and such billing shall reflect the rates, 
terms, and conditions established pursuant to this Special Contract. 

3. w: The initial term of this Special Contract shall begin on the 
effective date and shall continue through October 31, 2008. After such initial term, this 
Special Contract automatically shall continue in full force and effect and from year to 
year (from November 1 through October 31, which period shall be defined as a "Contract 
Year"), until terminated by either Party hereto for any reason, or no reason, pursuant to 
written notice of termination given by one Party to the other Party one (1) year prior to 
the effective termination date. 

4. PERFORMANCE: If either Company or Customer breaches or fails to 
perform any of the covenants or obligations imposed upon it pursuant to this Special 
Contract, then either Pwty may, at its option, terminate this Special Contract upon thirty 
(30) days prior written notice during which period of time the non-performing Party may 
cure the failure to perform. In the event that the non-performing party cures its failure to 
perform, this Special Contract shall continue in effect and notice of termination shall be 
withdrawn. Any cancellation of this Special Contract, pursuant to the provisions of this 
paragraph shall be without waiver of any remedy to which the Party not in default may be 
entitled for violations of this Special Contract. 

5. COMMISSION JURISDICTION: It is mutually understood and agreed 
that the rates, terms, and conditions applicable to service furnished to Customer under 
this Special Contract are at all times subject to abrogation or modification by 
Commission order in accordance with applicable statutes and regulations, including 
orders issued pursuant to proceedings initiated by Company. 

6 .  ENTIRE AGREEMENT: This Special Contract and all Appendices 
attached hereto constitute the final and entire agreement between the Parties relating to 
the subject matter hereof and shall supersede all prior or contemporaneous oral or written 
statements, promises, and understandings between the Parties relating thereto. 

7. CONFIDENTIALITY: The Parties desire that the terms of this Special 
Contract, including, but not limited to, the price paid for transportation service, and all 
other material terms of this Contract shall be kept confidential during the term hereof by 
the Parties hereto, except as required by law or by a duly constituted governmental 
authority having jurisdiction over Company. 

2 
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Additionally, the Parties desire that any “Confidential Business Information” that 
a Party discloses to the other Party in connection with this Special Contract be kept 
confidential by the receiving Party during the term hereof, except as provided below. For 
purposes of this Section 7, the term “Confidential Business Information” shall mean any 
business information which a Party believes to be confidential or proprietary and which 
such Party has designated and labeled in writing as confidential or proprietary prior to 
disclosure to the receiving Party. 

During the term hereof, no portion of the Confidential Business Information shall 
be disclosed by the receiving Party to any person or entity other than: (i) such of the 
receiving Party’s officers, employees, agents, representatives and advisors who need to 
know the Confidential Business Information to perform or administer any of its rights or 
obligations under this Special Contract; or (ii) to the extent the receiving Party shall be 
legally compelled to make such disclosure by any court or other governmental agency or 
instrumentality having jurisdiction over it (in which event the receiving Party shall 
provide the disclosing Party with reasonable prior notice of such compelled disclosure so 
that the disclosing Party may, in its discretion, seek a protective order with respect to 
such disclosure, or waive compliance by receiving Party with the provisions hereof); or 
(iii) to the extent that the receiving Party has received an opinion of his or her legal 
counsel that receiving Party is required by applicable law to make such disclosure to any 
other person, entity or governmental agency or instrumentality. 

Notwithstanding the foregoing, the Confidential Business Information shall not 
include any information which is in the public domain as of the date of its disclosure to 
the receiving Party. For purposes of this Special Contract, information which is in the 
public domain shall include, without limitation: (a) any information which is or becomes 
generally available to the public other than by reason of a disclosure by receiving Party in 
violation of this Section 7; (b) any information which is or was made available to 
receiving Party by a source other than the disclosing Party, provided the receiving Party 
had no reason to believe the source of such information was under a contractual 
obligation to the disclosing Party not to make such disclosure; (c) information which was 
known to receiving Party prior to disclosure by the disclosing Party, as reasonably 
documented by receiving Party; (d) any information which is or was independently 
acquired or developed by receiving Party without violating any of its covenants set forth 
in this Special Contract; (e) information required to enforce this Special Contract; or ( f )  
information released to third parties required to facilitate the services contemplated 
hereunder. 

8. SOLE DISTRIBUTOR: During the primary term hereof and any 
subsequent extension(s), Company shall be the sole provider to Customer of the natural 
gas sales and transportation services contemplated under this Special Contract. 

9. NOTICES: All general contractual notices relating to this Special Contract 
shall be in writing (unless otherwise specifically permitted under this Special Contract) 
and shall be addressed as follows: 
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To Company: J. Clay Murphy 
Director - Gas Management, Planning, and Supply 
Louisville Gas and Electric Company 
P. 0. Box 32020 
Louisville, Kentucky 40232 
Telephone: (502) 627-2424 
Facsimile: (502) 627-3584 

To Customer: John Voyles 
Vice President - Regulated Generation 
Louisville Gas and Electric Company 
Kentucky Utilities Company 
P. 0. Box 32010 
Louisville, Kentucky 40232 
Telephone: (502) 627-4762 
Facsimile: (502) 627-4165 

All operational notices pursuant to this Special Contract may be made orally and shall be 
followed up in writing within one business day and shall be addressed as follows: 

To Company: Gas Contoller 
Gas Control Department 
Louisville Gas and Electric Company 
P. 0. Box 32020 
Louisville, Kentucky 40232 
Telephone: (502) 627-3 13 1 
Facsimile: (502) 627-3036 

To Customer: Generation Dispatch Desk 
Utility Trading & Marketing Department 
E.ON US.  Services 
P.O. Box 32010 
220 West Main Street 
Louisville, Kentucky 40232 
Telephone (502) 627-4700 
Facsimile: (502) 627-4655 

All written notices shall be deemed delivered as of the date the notice is sent by facsimile 
or hand-delivered or one business day after it is placed in the U. S. mail, certified, first 
class, postage prepaid, or conveyed to a recognized delivery service for overnight delivery 
as applicable. 

10. INCORPORATION OF TARIFF: Except as specifically provided for 
under this Special Contract, all natural gas sold, transported, or delivered by Company to 
Customer shall be governed by the same terms and conditions of service provided for 
under the General Rules contained in the Company’s Rates, Rules and Regulations for 
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Furnishing Natural Gas Service (P.S.C. of KY Gas No. 6) ,  or its successor, both as 
approved by the Commission. 

11. MEASUREMENT OF GAS: All gas delivered by Company to Customer 
pursuant to this Special Contract shall be measured by such gas meters as the Company 
deems appropriate. Company shall own such metering equipment and facilities. 
Customer shall install adequate facilities and make such modifications to its internal 
station facilities to enable it to utilize the gas delivered by the Company to each of 
Customer’s Generation Facilities pursuant to this Special Contract as a single custody 
transfer point for each Generation Facility. No metering of any type owned or installed 
by Customer shall be used to determine such deliveries. Company wilI provide Customer 
with access to output signals representative of metered volumes and delivery pressures at 
each Generation Facility. Customer will also have the right to install, at its cost, equipment 
(such as a pressure transmitter) designed to accept the output signals provided by 
Company. Access to such output signals will be provided in accordance with the “Data 
Share Agreement” executed by customers served under Rate Schedule FT that require 
access to such gas flow and pressure data. 

12. COORDINATION: Both Parties recognize the operation of this Special 
Contract will require coordination and cooperation of the Parties. Each Party agrees to 
provide annually a maintenance schedule and updates thereto on a monthly basis 
explaining the maintenance to be performed and how such maintenance may affect either 
the receipts or the deliveries of gas, so that each Party can coordinate with the other when 
facilities are to be taken out of service so as to optimize facility maintenance and 
eliminate potential downtime. Each Party will use its reasonable efforts to estimate and 
coordinate tests, maintenance, and alteration and repair activities to accommodate the 
other Party. In addition, Customer will coordinate with Company the start-up and shut- 
down of each of Customer’s Generation Facilities as set forth in Appendix A. 

13. MISCELLANEOUS: 

(a) A gas day is the period from 1O:OO AM Eastern Clock Time 
(“ECT”) until 1O:OO AM ECT on the following calendar day, or as otherwise 
defined in Company’s Rate Schedule FT. 

(b) This Special Contract shall be governed by and interpreted in 
accordance with the laws of the Commonwealth of Kentucky without resort to the 
laws of Kentucky regarding conflicts of law. 

(c) The failure of either Party at any time to exercise any right or to 
require performance by the other Party of any provision of this Special Contract 
shall in no way affect the right of such Party thereafter to enforce the same, nor 
shall the waiver by either Party hereto of any breach of any provision of this 
Special Contract by the other Party be a waiver of any other breach of such 
provision, or a waiver of the provision itself. 
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(d) The title headings are for identification and reference only and 
shall not be used in interpreting any part of this Special Contract. 

(e) This Special Contract shall be considered for all purposes as 
prepared through the joint efforts of the Parties, and shall not be construed against 
one Party or the other as a result of the preparation, submittal or other event of 
negotiation, drafting or execution thereof. 

(f) Each Party to this Special Contract represents and warrants that it 
has full and complete authority to enter into and perform this Special Contract. 
Each person who executes this Special Contract on behalf of either Party 
represents and warrants that it has full and complete authority to do so and that 
such Party will be bound thereby. 

(8) This Special Contract shall be binding upon the Parties hereto and 
thcir respective successors and assigns. Subject to paragraph 7 hereinabove, it is 
understood that this Special Contract may be submitted with and made a part of, 
one or more applications to duly constituted authorities, and copies of this Special 
Contract may be submitted to any person dealing with the subject matter hereof. 

(h) 

(i) 

There is no third-party beneficiary to this Special Contract. 

In the event of any inconsistency between the terms of this Special 
Contract (including the specifications) and any rate schedule, rider, or exhibit 
incorporated in this Specid Contract by reference or otherwise, or any of the 
Company’s rules and regulations, the terms of this Special Contract shall control, 
subject to the Commission’s orders as set forth in paragraph 5 hereinabove. 

SIGNATURES ON NEXT PAGE 
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IN WITNESS WHEREOF, the Parties hereto have caused this 
be executed by their duly authorized officers and representatives. 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

eneration Businesses 

TITLE: VP Regulated Generation 

DATE: 

LOUISVILLE GAS AND ELECTRIC 
COMPANY, On behalf of its Gas 

TITLE: SVP Energy Delivery 
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APPENDIX A 
Page 1 of 2 

Minimum Maximum 
Delivery I-Iourly Maximum Daily Quantity 
Pressure Rate ("MDQ) Mcf/day 

Generation ("MDP") ("MIIR") 
Facility 

Cane Run 
Mill Creek 

psig Mcf/hour Sales Transport 
I m 
f i  

/ Grand Total I 

Pipeline Transporter: Texas Gas Transmission, LLC (Meter No. 1529) 

SIGNATURES ON NEXT PAGE 
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APPENDIX A 
Page 2 of 2 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

DATE: &I” z(2oa7 
Y 

LOUISVILLE GAS AND ELECTRIC 
COMPANY. On behalf of its Gas 

DATE: 27, 2007 
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APPENDIX B 
Page 1 of 2 

RATES FOR FIRM SALES SERVICE 

Customer shall receive sales service for the designated Generation Facilities set forth in 
Appendix A and as described in this Special Contract. Company and Customer agree that 
the rates and charges of Company’s Rate Schedule IGS, as amended from time to time, are 
incorporated into and made a part of this Special Contract except as specifically provided for 
in this Appendix B. 

1. In lieu of the charges set forth in the section entitled “RATE” of Rate 
Schedule IGS, the following rates and charges are applicable to all natural gas sales. 

Monthly Sales Customer Charge Per Generation Facility: 

Monthly Demand Charge per Mcf: 

Distribution Charge per Mcf Delivered: 

Gas Supply Cost Component per Mcf Delivered: 

2. 

$68.00 

$8.30 

$0.2253 

Per Rate IGS 

The Sales Monthly Billing Demand for each Generation Facility shall be 
the greater of (a) the Sales MDQ applicable to that Generation Facility as set forth in 
Appendix A, or (b) the highest daily volume of gas delivered by Company to that 
Generation Facility on any day during the month or on any day during the eleven (1 1) 
preceding monthly billing periods in excess of the Sales MDQ applicable thereto. 

SIGNATURES ON NEXT PAGE 
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APPENDIX B 
Page 2 of 2 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

DATE: * / 2yWJ-7 

LOUISVILLE GAS AND ELECTRIC 
COMPANY, On behalf of its Gas 

1 1  
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APPENDIX C 
Page 1 of 2 

TERMS AND CONDITIONS FOR FIRM SALES SERVICE 

Customer shall receive sales service for the designated Generation Facilities set forth in 
Appendix A and as described in this Special Contract. Company and Customer agree that 
the terms and conditions of Company’s Rate Schedule IGS, as amended from time to time, 
are incorporated into and made a part of this Special Contract except as specifically 
provided for in this Appendix C. 

SIGNATURES ON NEXT PAGE 
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APPENDIX C 
Page 2 of 2 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

LOUISVILLE GAS AND ELECTRIC 
COMPANY. On behalf of its Gas 

TITLE: SVP Energy Delivery 

DATE: 1 27:D 0 7  
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APPENDIX D 
Page 1 of 2 

RATES FOR FIRM TRANSPORTATION SERVICE 

Customer shall receive transportation service for the designated Generation Facilities set 
forth in Appendix A and as described in this Special Contract. Company and Customer 
agree that the rates and charges of Company’s Rate Schedule FT, as amended from time to 
time, are incorporated into and made a part of this Special Contract except as specifically 
provided for in this Appendix D. 

1. Customer represents that it will deliver all gas transported pursuant to this 
Special Contract to Company’s interconnection with Pipeline Transporter, which Pipeline 
Transporter shall be set forth in Appendix A. 

2. In lieu of the charges set forth in the section entitled “RATE” of Rate 
Schedule FT, the following rates and charges are applicable to all natural gas deliveries. 

Monthly Transport Customer Charge Per Generation Facility: 

Monthly Demand Charge per Mcf: 

Distribution Charge per Mcf Delivered: 

3. 

$686.00 

$2.43 

$0.0487 

The Transport Monthly Billing Demand for each Generation Facility shall 
be the greater of (a) the Transport MDQ applicable to that Generation Facility as set forth 
in Appendix A, or (b) the highest daily volume of gas delivered by Company to the 
Generation Facility on any day during the month or on any day during the eleven (1 1) 
preceding monthly billing periods. 

SIGNATURES ON NEXT PAGE 
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(25 
APPENDIX D 

Page 2 of 2 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

LOUISVILLE GAS AND ELECTRIC 
COMPANY, On behalf of its Gas 
Distribution Business 

BY: 

TITLE: SVP Ehergy Delivery 

DATE: lzet z 7 , ~ 0 ~ 7  
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APPENDIX E 
Page 1 of 4 

TERMS AND CONDITIONS FOR FIRM TRANSPORTATION SERVICE 

Customer shall receive transportation service for the designated Generation Facilities set 
forth in Appendix A and as described in this Special Contract. Company and Customer 
agree that the terms and conditions of Company’s Rate Schedule FT, as amended from time 
to time, are incorporated into and made a part of this Special Contract except as specifically 
provided for in this Appendix E. 

2. Payment of OF0 Charges is not considered an exclusive remedy for failure to 
comply with terms and conditions of service under this Special Contract. As a result of 
Customer’s failure to comply with the terms or conditions of service, including an OFO, 
Company may take such actions as it deems necessary to suspend service to Customer. 

3 .  All gas delivered pursuant to this Special Contract by Customer to Pipeline 
Transporter will meet all applicable standards of Pipeline Transporter for gas received into 
Pipeline Transporter’s system as specified in Pipeline Transporter’s Tariff. 
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APPENDIX E 
Page 2 of 4 

4. Customer shall submit in writing to Company the specific daily volumes and 
other information (including, but not limited to, the hourly flexibility provided by Pipeline 
Transporter associated with the pipeline capacity used by Customer to deliver gas to 
Company) required to effectuate the transportation of natural gas by using the appropriate 
Nomination Schedule and by giving appropriate notice as set forth in Company’s Rate 
Schedule FT and the “Nomination Procedures” in Appendix F. 

5. The transportation service provided pursuant to this Special Contract by 
Company is subject to the provisions of all valid laws, orders, rules, and regulations of duly 
constituted authorities having jurisdiction. Customer agrees to cooperate with Company in 
promptly filing all necessary notices and information with any agency or authority having 
jurisdiction. 

6.  All gas delivered by Company will be measured and billed on an Mcf basis. 
Because Pipeline Transporter delivers to and bills Company on an MMBtu or Dekatherm 
basis, Company will, for the purpose of calculating the Cash-Out Charge (as described in 
Rate Schedule FT) , divide the number of MMBtus or Dekatherms delivered to Company 
by Pipeline Trwsporter for Customer’s account during any given month by the average 
(per Mcf) Btu content for the month of all gas received &om Pipeline Transporter for 
Customer in order to determine an equivalent number of Mcf delivered by Customer to 
Company on behalf of Customer. Measurement of gas to be transported by Pipeline 
Transporter will be in accordance with the measurement provisions as provided in the 
General Terms and Conditions of the applicable FERC Gas Tariff of Pipeline Transporter. 

7. Customer agrees to maintain close liaison with Company’s Gas Supply 
Department and to inform such Gas Supply Department of any changes in the delivery rate 
to Company of gas transported under this Special Contract or any other information with 
regard to scheduling of deliveries that said Gas Supply Department reasonably requests or 
as may be required by proper regulatory authorities. In addition, in the event that Customer 
is determined by Company to be the cause of any billing disadvantages or other penalties 
imposed on Company by Pipeline Transporter, then Customer will pay such penalties, fees, 
or charges as determined by Company and in accordance with the payment provision of 
this Special Contract in addition to all other charges due pursuant to this Special Contract. 

8. Customer hereby agrees to reimburse Company for all Kentucky sales tax, if 
any, assessed on the charges specified in this Special Contract. 
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APPENDIX E 
Page 3 of 4 

9. If Customer fails to manage its gas supply in strict conformance with the 
directives of an OFO, then Company may at its sole discretion do one or more of the 
following immediately upon delivering oral or written notice to Customer: (1) suspend all 
gas service to the extent necessary to protect the operational integrity of Company’s 
system, (2) decline to accept to the extent necessary the volume nominated by Customer, 
and/or (3) permanently terminate service under this Special Contract. Any suspension or 
termination under this section shall be without prejudice to and in addition to any other 
rights and remedies of the Company. 

10. All notices relating to the nominating and scheduling of natural gas pursuant to 
this Special Contract shall be made in writing (unless otherwise specifically permitted 
under this Special Contract) and shall be addressed as follows: 

To Company: Gas Supply Specialist 
Gas Supply Department 
Louisville Gas and Electric Company 
P. 0. Box 32020 
Louisville, Kentucky 40232 
Telephone: (502) 627-3573 
Facsimile: (502) 627-3584 

To Customer: Generation Dispatch Desk 
Utility Trading & Marketing Department 
E.ON U.S. Services 
P.O. Box 32010 
220 West Main Street 
Louisville, KY 40232 
Telephone (502) 627-4700 
Facsimile: (502) 627-4655 

All such notices related to nomination and scheduling of natural gas shall be deemed 
delivered as of the date the notice is sent by facsimile or hand-delivered or one business 
day after it is placed in the U. S. mail, certified, first class, postage prepaid, or conveyed to 
a recognized delivery service for overnight delivery as applicable. 

SIGNATURES ON NEXT PAGE 
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APPENDIX E 
Page 4 of 4 -4"" 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

T1TLE:wP Regulated Generation 

DATE - ,$& z~zo07  

LOUISVILLE GAS AND ELECTRIC 
COMPANY, On behalf of its Gas 
Distribution Business 

BY: 

I TITLE: SVP Energy Delivery 

DATE: 
1 
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APPENDIX F 
Page 1 of 4 

NOMINATION PROCEDURES FOR FIRM TRANSPORTATION SERVICE 

In order to facilitate the transportation of customer-owned natural gas pursuant to this 
Special Contract, Company and Customer agree to adhere to the following procedures 
related to the scheduling of natural gas nominations. 

2. As provided for in Rate Schedule FT, at least ten (10) days prior to the 
beginning of each month, Customer shall provide Company with a schedule setting forth 
daily volumes of gas to be delivered into Company’s system for Customer for the 
following month. At least two (2) business days prior to the Pipeline Transporter’s 
nomination deadline for the following month, Customer shall provide a completed, 
written Nomination Schedule setting forth the daily volumes of natural gas to be 
delivered into Company’s system for Customer’s account for the following month, the 
applicable transportation contract number@) for such natural gas, and such other 
information as Company may reasonably request to facilitate the transportation of natural 
gas. Unless Company is subsequently notified by Customer of any change in the above 
nominated daily quantities, such daily quantities will be Customer’s effective nomination 
for each day of the month. 

3. For daily nomination change@) subsequent to the “Initial First-of-the- 
Month Nomination”, Customer shall give Company at least twenty-four (24) hours prior 
written notice of any change(s) to scheduled deliveries or transportation contract 
number(s). Therefore, the latest a nomination change may be received by Company is 
1O:OO AM ECT on the business day immediately preceding the date the revised 
nomination is to become effective. (Business days are the days Company is open for 
business.) The Nomination Schedule should reflect the confirmed volumes and contract 
numbers nominated for previous flow dates. In order for a nomination change to be 
accepted, the Nomination Schedule must contain the following accurate information for 
the day that the nomination change is to become effective: the Mcf volume, the 
equivalent MMBtu volume converted at 1.025 Mcf per MMBtu, and Pipeline 
Transporter’s contract number@). Revised Nomination Schedules are required for any 
changes which include either contract number changes or volume changes. In addition to 
the Nomination Schedule submitted by Customer to Company, the same information 
must be submitted to the Pipeline Transporter by 2:OO PM ECT on the business day prior 
to gas flow. A complete gas supply nomination presupposes that the flow of information 
to Company and the Pipeline Transporter is accurate, identical, and contemporaneous. 
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APPENDIX F 
Page 2 of 4 

4. A nomination change for the next gas day received after the daily deadline 
of 1O:OO AM ECT on the business day prior to gas flow is considered an intra-day 
nomination. All intra-day nominations must he communicated both orally and with a 
revised Nomination Schedule. Company will (on a “best efforts” basis) waive the 24- 
hour prior notice requirement and implement nomination change(s) requested by 
Customer to commence in some lesser time frame subject, among other factors, to 
Company being able to confirm and verify such nomination change+) with the applicable 
Pipeline Transporter. 

5. In addition to the procedures described above for “Daily Nominations”, 
should Customer be required to change the daily gas nomination on a non-business day 
(i.e., a weekend day or holiday as observed by Company), then, in addition to providing a 
written nomination of any change(s), Customer shall orally notify Company at 
Company’s Emergency Telephone Number that a nomination change has been requested. 
Customer may also make a nomination change for a non-business day on the immediately 
preceding business day. 

6. Customer shall conform its usage to the amount being received for 
Customer’s account in accordance with the terms and conditions of Rate Schedule FT. 

7. Under no circumstances shall Company be obligated to accept or deliver 
any volumes on behalf of Customer greater than Customer’s Transport MDQ as set forth 
in Appendix A. However, Company, in its sole discretion, may agree to accept or deliver 
volumes greater than Customer’s Transport MDQ. 

8. It is not the responsibility of Company to review the confirmation and 
scheduling of nominations by the Pipeline Transporter with the purpose of relaying the 
accuracy of content of such information to Customer. Company shall notify Customer if 
the Pipeline Transporter has changed the quantity of gas being delivered to Company on 
behalf of Customer if such change is not otherwise reflected in Customer’s nomination to 
Company. It shall be the responsibility of Customer to submit to Company a completed 
Nomination Schedule reflecting any changes in the confimation and scheduling of 
nominations by the Pipeline Transporter. 
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APPENDIX F 
Page 3 of 4 

9. Company and Customer will provide 24-hour access to personnel responsible 
for nominations and confirmations and agree to coordinate all nomination and scheduling 
activity. 

10. Contacts and applicable telephone numbers are set forth below. Both 
parties shall be responsible for notifying the other of any change($ in contact personnel 
or associated phone numbers. 

Company: 
Facsimile Number (502) 627-3584 
Office Number (502) 627-3573 

Outside of regular business hours, please call the digital pager number listed below to 
contact the Gas Supply Department. Upon hearing the tone, use a touch-tone phone to 
enter the telephone number where Customer wants to be contacted. 

Company’s Emergency Telephone Numbers 
Digital Pager (502) 346-3694 

or 
Digital Pager (502) 336-7803 

If Customer is unable to reach the Company’s Gas Supply Department at any of the 
above numbers, Customer shall call the Company’s Gas Control Department at the 
number listed below. The individual there will, in turn, contact the Gas Supply 
Department. 

Comnany: 
Gas Control (502) 627-3 13 1 

Customer: 
Contact: Generation Dispatch 
Facsimilekumber: (502) 627- 4655 
Office Number: (502) 627-4703 
Emergency Number: (502) 645-1751 (mobile) 
Other: 

SIGNATURES ON NEXT PAGE 
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APPENDIX F 
Page 4 of 4 

c 

LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY 
UTILITIES COMPANY, On behalf of 

DATE: I &/ Zf.2267 

LOUISVILLE GAS AND ELECTRIC 
COMPANY, On behalf of its Gas 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY AND KENTUCKY ) 

) 

UTILITIES COMPANY FOR ) 
CONFIDENTIAL PROTECTION OF ) 
CERTAIN TERMS AND CONDITIONS OF ) CASE NO. 2007- 
A SPECIAL CONTRACT FOR FIRM GAS ) 
SALES AND FIRM TRANSPORTATION ) 
SERVICE 1 

* * * * * * * * * *  
PETITION OF LOUISVILLE GAS AND ELECTRIC 

COMPANY AND KENTUCKY UTILITIES COMPANY 
FOR CONFIDENTIAL PROTECTION 

Louisville Gas and Electric Company (“LG&E”) and Kentucky Utilities 

Company (“KU”) (collectively “Companies”) petition the Kentucky Public Service 

Commission (“Commission”) pursuant to 807 KAR 5:001, Section 7, KRS 278.160(3) 

and KRS 61.878(1)(c) to grant confidential protection to certain terms and conditions 

contained in a Special Contract for Firm Gas Sales and Firm Transportation Service 

between Louisville Gas and Electric Company, on behalf of its Gas Distribution 

Business, and Louisville Gas and Electric Company and Kentucky Utilities Company, on 

behalf of their Electric Generation Businesses, dated September 28, 2007 (the “Special 

Contract”). In support of this Petition, the Companies state as follows: 

1. Simultaneously with the filing of this Petition, the Companies filed the 

Special Contract with the Commission pursuant to 807 KAR 5:011, Sections 2 and 14. 

Certain information in the appendices to the Special Contract is confidential and 
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proprietary. The disclosure of such information would place the Companies at a 

competitive disadvantage with other entities that compete in the market for the sale and 

purchase of natural gas supplies and related transportation services as well as in the 

market for the sale and purchase of electricity. The confidential information in Appendix 

A of the Special Contract reveals operational pmameters of certain generating stations, 

including minimum delivery pressures, maximum hourly rates of consumption and 

maximum daily quantities of consumption. The public dissemination of this information 

could result in competitive harm to the Gas Distribution Business and the Electric 

Generation Businesses in the purchase of gas and transportation services from third 

parties because those third parties would know those operational parameters. In addition, 

other wholesale providers of electric power with whom the Electric Generation 

Businesses compete could use the information to gain a competitive advantage when 

negotiating with the Electric Generation Businesses’ customers or potential customers. 

The confidential information in Appendix C of the Special Contract reveals consumption 

levels of certain generating stations and could be used by gas suppliers and transportation 

providers to attempt to price gouge in the sale of gas and related services to LG&E’s Gas 

Distribution Business. Higher gas prices from these suppliers would be harmful to 

LG&E’s gas customers, including LG&E’s and KU’s Electric Generation Businesses as 

gas customers. In the case of the Electric Generation Businesses, higher gas costs would 

increase the cost of the production of electricity. The confidential information in 

Appendix E relates to the gas balancing procedures to be followed by the parties. 

Revealing these contractual operational parameters could disadvantage the Electric 

Generation Businesses of LG&E and KU in negotiating either the purchase of natural gas 
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and related transportation services or in the wholesale market for the sale of electricity. 

The confidential information in Appendix F relates to operational notice of the 

consumption of gas. Like the information in Appendix E, this information could be used 

by other participants in the electricity markets to disadvantage the Electric Generation 

Businesses of LG&E and KU. The public dissemination of all of the foregoing 

information could place the Gas Distribution Business of LG&E and the Electric 

Generation Businesses of KU and LG&E at a competitive disadvantage because other 

entities could use the information to attempt to leverage less advantageous arrangements 

to LG&E and KU for the sale or purchase of such products and services. 

2. The Kentucky Open Records Act exempts from disclosure certain 

commercial information. KRS 61.878(1)(c). To qualify for this exemption and, 

therefore, maintain the confidentiality of the information, a party must establish that 

disclosure of the commercial information would permit an unfair advantage to 

competitors of the party seeking confidentiality. 

3. The information provided as set forth in paragraph 1 hercof demonstrates 

on its face that it merits confidential protection. If the Commission disagrees, however, it 

must hold an evidentiary hearing to protect the due process rights of the Companies and 

supply the Commission with a complete record to enable it to reach a decision with 

regard to this matter. Utility Regulatory Commission v. Kentucky Water Service 

Company, Inc., Ky. App., 642 S.W.2d 591, 592-94 (1982). 

4. The information for which LG&E and KU are seeking confidential 

treatment is not known outside of LG&E and KU and it is not disseminated within LG&E 
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and KU except to those employees with a legitimate business need to know and act upon 

the information. 

5. In accordance with the provisions of 807 KAR 5:001, Section 7, one copy 

of the confidential information contained in the Special Contract is highlighted in yellow 

and ten (10) copies with the confidential information redacted are herewith filed with the 

Commission. 

WHEREFORE, Louisville Gas and Electric Company and Kentucky Utilities 

Company respectfully request that the Commission grant confidential protection for the 

information at issue, or in the alternative, schedule an evidentiary hearing on all factual 

issues while maintaining the confidentiality of the information pending the outcome of 

the hearing. 

Dated: October 1, 2007 Respectfully submitted, 
A 

Allysokk. Sturgeon 
Senior Corporate Attorney 
E.ON U.S. LLC 
220 West Main Street 
Post Office Box 32010 
Louisville, Kentucky 40232 
Telephone: (502) 627-2088 

Counsel for Louisville Gas and Electric 
Company and Kentucky Utilities 
Company 
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S T O L L + K E E N O N + O G D E N  
P L L C  

300 WEST VINE STREET 
SUiTE 2 100 
LEXINGTON, KY 40507, 
MAIN: (859)231-3000 
FAX: (859) 253-1093 
www.sltofirm.com 

-1801 

March 24,2008 

HAND DELIVERED 

Hon. Stephanie L. Stumbo 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40601 

ROBERT M. WATT, 111 

DIRECT FAX: (859) 246-3643 
robert.watt@skofim.com 

DIRECT DIAL: (859) 23 1-3043 

Re: Case No. 2007-00449 
Louisville Gas and Electric Company 
Kentucky Utilities Company 

Dear Ms. Stumbo: 

We enclose for filing an original and ten (10) copies of the Response of L,ouisville Gas 
and Electric Company and Kentucky Utilities Company to Questions Posed During Telephone 
Conference which was held last Thursday in the above-captioned case. Thank you for your 
assistance. 

Sincerely, 

mW: 
Encl o sues  
cc: Allyson K. Sturgeon, Esq. (w/encl.) 

LEXINGTON + LOUISVILLE + FRANKFORT + HENDERSON 
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COMMONWEALTH OF KENTUCKY 

In the Matter of: 

BEFORE THE PUBLIC SERVICE COMMISSIO 

JOINT FILING OF 
LOUISVILLE GAS AND 
ELECTRIC COMPANY AND 
KENTUCKY UTILITIES 
COMPANY OF A SPECIAL 
CONTRACT FOR FIRM GAS 
SALES AND FIRM 
TRANSPORTATION 
SERVICE 

) 
1 
) CASE NO. 2007-00449 
) 
1 
) 
) 
) 
) 

RESPONSE OF LOUISVILLE GAS AND ELECTRIC 
COMPANY AND KENTUCKY UTILITIES COMPANY 

TO QUESTIONS POSED DURING TELEPHONE CONFEWNCE 

Louisville Gas and Electric Company (“LG&E”) and Kentucky TJtilities 

Company (“KU”) (together the “Companies”) respectfully submit the following 

responses to questions posed during a telephone conference on March 20, 2008, in this 

proceeding. 

1. Do the rates in the Special Contract at issue in this proceeding comply 

with KRS 278.2207? 

RESPONSE: Yes. Please refer to the study entitled “Derivation of Demand- 

Commodity Pricing for Natural Gas Services” prepared in June 2005 by The Prime 

Group for LG&E, which is attached hereto. Please note that on page 4 of the study, The 

Prime Group analyzed certain demand-related underground storage costs, but that the 

specific underground storage services associated with those rates were not ultimately 

incorporated in the Special Contract at issue here. 
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2. How do the Companies propose that they remain in compliance with the 

affiliate transaction rules in light of the automatic renewal provision in Section 3 of the 

Special Contract? 

RESPONSE: The Companies intend to analyze the Special Contract to ensure that 

it complies with the prevailing affiliate transaction rules prior to the beginning of each 

Contract Year. The Companies also intend to comply with such rules during each 

Contract Year of the Special Contract. The pricing under the Special Contract will be 

reviewed and reset according to the affiliate transaction rules as a part of each gas rate 

case filing before the Commission. 

Dated: March 24,2008 

Respectfully submitted, 

Robert M. Watt, I11 
Stoll Keenon Ogden, PLLC 
300 West Sine Street, Suite 2100 
Lexington, Kentucky 40507 

1- 

859-23 1-3000 

And 

Allyson K. Sturgeon 
Senior Corporate Counsel 
E.ON U.S. LLC 
220 West main Street 
Louisville, Kentucky 40202 

allvsoii.sturaeonleoii-us.coi-n 
502-627-2088 

Counsel for Louisville Gas and 
Electric Company and Kentucky 
Utilities Company 
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Louisville Gas and Electric Company 

Derivation of Demand-Commodity Pricing for 
Natural Gas Services 

W The Prime Group LLC 

June 2005 
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Derivation of Demand-Commodity Pricing for 
Natural Gas Services 

This report details the methodology used to derive the unit costs for (i) firm 
transportation services, (ii) firm bundled sales services, and (iii) firm unbundled storage 
services. These unit costs were derived (as described in further detail below) in order to 
ensure that they can be used as rates of general applicability, that is, they can be used for 
the purpose of providing service using cost-based rates to either potential special contract 
customers or to an affiliate at an internal transfer price in accordance with KRS 278.2207. 

Unbundled Unit Cost Components 

These unbundled unit costs were designed to reflect the cost elements associated with 
providing natural gas service in L,G&E’s cost-of,-service study used in LG&E’s most 
recent gas and electric rate application in Case No. 2003-00433. The cost elements are 
(1) customer-related costs, (2) demand-related distribution costs, (3) demand-related 
underground storage costs, and (4) variable commodity costs. 

Customer-related costs are fixed costs that tend to vary according to the number of 
natural gas customers on the system. Conversely, customer-related costs are costs that do 
not vary with the demand placed on the system or the amount of natural gas throughput. 
Customer-related costs are costs such as operating and maintenance (“O&M’), 
depreciation, taxes, and return associated with investment in meters, company service 
lines, a portion of distribution mains’, and pressure regulators. These costs also include 
meter reading and billing, and customer service expenses. Because customer-related 
costs are fixed, they should be recovered through a fixed monthly charge. 

Demand-related distribution costs are costs associated with having adequate distribution 
main capacity available to meet maximum system demands. These costs include O&M, 
depreciation, taxes, and return associated primarily with the non-customer-related portion 
of distribution mains. In this cost-of-service study, distribution mains were broken down 
into two subcategories: high-pressure mains and low-pressure mains. This breakdown 
allows the rate design to more accurately reflect the facilities used by a given customer or 
customer group. Because this cost is a capacity-related cost, it should be recovered 
through a demand charge. 

’ The customer- and demand-related components of mains were determined based on the application of 
the zero-intercept methodology in LG&E’s cost of service study, which has been found to be reasonable by 
the Kentucky Public Service Commission. 

1 
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Demand-related underground storage costs are costs related to peak day deliveries 
required from storage to meet winter season customer demands. Because this cost 
component is a capacity-related cost, the appropriate means for recovering this cost is 
through a demand charge. 

Variable commodity-related costs are costs that vary with amount of natural gas that 
flows through the system. This cost element is best recovered through a commodity 
charge. 

Firm Transportation Service Unbundled Cost Components. 

The unbundled cost components for firm transportation service consist of the following 
unit costs: 

Monthly Customer Charge $686.00 
Demand Charge Per Mcf $ 2.43 
Commodity Charge Per Mcf $0.0487 

The above unit costs were developed based on the Standard Rate Schedule FT costs 
contained in LG&E’s gas cost-of-service study developed in connection with LG&E’s 
rate application in Case No. 2003-00433. The return component included in these unit 
costs corresponds to the rate of return for Rate FT determined by updating test-year 
revenues in LG&E’s cost of service study to reflect the increase authorized by the 
Commission for Rate FT in Case No. 2003-00433. 

Rate Schedule FT costs were used for two main reasons. First, the character of service 
provided under this rate is consistent with the service provided under LG&E’s Standard 
Rate Schedule FT. LGRtE transports gas which the customer (whether or not an affiliate) 
has purchased from a third-party supplier through LG&E’s system to the point of 
consumption. Second, customers served under the Standard Rate Schedule FT are 
LG&E’s largest natural gas customers. LG&E would only provide service under these 
unbundled rates to large customers. 

The costs associated with, and derivation of, each cost component are shown in 
Attachment A with the appropriate references to the cost of service Exhibits filed by 
LG&E in Case No. 2003-00433.2 These customer-, demand-, and commodity-related 
unit costs were developed using only the costs associated with high-pressure mains 
consistent with the cost-of-service study performed for customers served under Standard 
Rate Schedule FT. Each cost component reflects the costs associated with that 
component. Therefore, the unbundled rate components (dernand, cornmodi ty, and 

The references identified in the three attachments refer to the Exhibits to the Direct Testimony of William 
Steven Seelye submitted in Case No. 2003-00433. However, the rates of return in the cost of service study 
were modified to reflect the service rates authorized by the Kentucky Public Service Commission. 

2 

2 
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customer) charged to the customer (whether or not an affiliate) are the costs that are 
imposed on the system due to the transportation of gas through LG&E’s system. The 
underlying assumption in developing the demand charge is that the customer would take 
service at a specified uniform contract demand for 12 months. 

Firm Sales Service Unbundled Cost Components. 

The unbundled cost components for firm sales service consist of the following unit costs: 

Monthly Customer Charge $68.00 
Demand Charge Per Mcf $ 8.30 
Commodity Charge Per Mcf $0.2253 

The above unit costs were developed based on the Standard Rate Schedule IGS costs 
contained in LG&E’s gas cost-of-service study developed in connection with LG&E’s 
rate application in Case No. 2003-00433. The return component included in these unit 
costs corresponds to the rate of return for Rate IGS determined by updating test-year 
revenues in L,G&E’s cost of service study to reflect the increase authorized by the 
Commission for Rate IGS in Case No. 2003-00433. 

Standard Rate Schedule IGS costs were used for two main reasons. First, the type of 
service provided under this rate is consistent with the service provided under LG&E’s 
standard Standard Rate Schedule IGS. The customer (whether or not an affiliate) 
purchases gas from LG&E, not a third party, and LG&E uses all the same facilities to 
provide sales service (including storage) to serve the gas load. Second, the customers 
served under Standard Rate Schedule IGS are also LG&E’s largest gas sales customers. 
LG&E would only provide service under these unbundled rates to large customers. 

The costs associated with, and derivation of, each cost component are shown in 
Attachment B with appropriate references to the cost of service Exhibits filed by LG&E 
in Case No. 2003-00433. Each cost component reflects the costs associated with that 
component. Therefore, the unbundled rate components (demand, commodity, and 
customer) charged to the customer (whether or not an affiliate) are the costs that are 
imposed on the system due to the delivery of sales gas through LG&E’s system. The 
underlying assumption in developing the demand charge is that the customer would take 
service at a specified uniform contract demand for 12 months. 
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S torape Service Unbundled Cost Components. 

The unbundled cost components for storage service consist of the following unit costs: 

Storage Charge Per Maximum Mcf/Day Withdrawal $9.64 

Because there is no equivalent tariffed storage service from which to extract the 
unbundled cost components, the unit costs were developed by identifying total system 
storage costs from the gas cost-of-service study developed in connection with LG&E’s 
rate application in Case No. 2003-00433. The return component included in these unit 
costs corresponds to the overall rate of return determined by updating test-year revenues 
in LG&E’s cost of service study to reflect the overall increase authorized by the 
Commission in Case No. 2003-00433. 

The costs associated with, and derivation of, the storage cost component are shown in 
Attachment C with appropriate references to the cost of service Exhibits filed by LG&E 
in Case No. 2003-00433. The storage service, for which the unbundled rate components 
compensate LG&E, allows a customer to purchase gas from a third-party supplier and 
inject it into LG&E’s underground storage and withdraw that gas from storage for later 
use. The unit cost for storage service was derived by dividing test-year storage revenue 
requirement by LG&E’s peak day withdrawals from  tora age.^ The rate does nat include a 
customer component because it assumes that the customer will take some type of sales or 
transportation service and that, consequently, there would not be any additional 
customer-related costs identified from the cost of service study.4 

The charge will be billed based on the customer’s maximum day withdrawal volume, 
which will be established by the contract. The storage charge will therefore apply to the 
maximum daily withdrawal capability for each month in which such service is applicable. 

’ This same methodology was used to derive the monthly balancing charge included in Reserved 
Balancing Service -- Rate RBS approved by the Commission in its Order in Case No. 95-037dated June 27, 
1995. 

Although customer-related costs were not identified from the cost of service study, this service may 
require additional administrative costs, which could be reflected in the rate as an administrative charge. 

4 
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The Prime Group 
6435 West Highway 146 

Suite 2 
Crestwood, Kentucky 40014 
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Ernie Fletcher 
Governor 

Teresa J. Hill, Secretary 
Environmental and Public 
Protection Cabinet 

Timothy J. LeDonne 
Commissioner 
Department of Public Protection 

Commonvreaitn 01 Kenlscky 
Public Service Commission 

211 SoueiBldd 

F.ankfo1, Kentucky 40602-0615 
TeleDhone. 15C21564-354C 

P O  a o x m  

Fax: (502) 564-3460 
psc.ky.gov 

Mark David Goss 
Chairman 

John W. Clay 
Vice Chairman 

Caroline Pitt Clark 
Commissioner 

October 15,2007 

Allyson K. Sturgeon 
Senior Corporate Attorney 
E.ON U.S. LLC 
220 West Main Street 
P. 0. Box 32010 
Louisville, KY 40232 

RE: LG&E/KU Petition for Confidential Protection 
ID No. -2EBXWEk a407 - 0 0  947 

Dear Ms. Sturgeon: 

The Commission has received your petition filed October 1, 2007, to protect as 
confidential certain terms and conditions contained in a Special Contract for Firm Gas 
Sales and Firm Transportation Service dated September 28, 2007. A review of the 
information has determined that it is entitled to the protection requested on the grounds 
relied upon in the petition, and it will be withheld from public inspection. 

If the information becomes publicly available or no longer warrants confidential 
treatment, you are required by 807 KAR 5001, Section 7(9)(a), to inform the 
Commission so that the information may be placed in the public record. 

KentuckyUnbridiedSpiriit.com An Equal Opportunity Employer M/F/D 
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Steven L. Beshear 
Governor 

Robert D. Vance, Secretary 
Environmental and Public 
Protection Cabinet 

Larry R. Bond 
Commissioner 
Department of Public Protection 

F. Howard Bush, II 
Manager TariffslSpecial Contracts 
Louisville Gas and Electric Company 
220 W. Main Street 
P. (3. Box 32010 
Louisville. KY 40202 

Commonwealth of Kentucky 
Public Service Commission 

21 1 Sower Blvd. 
P.O. Box 615 

Frankfort, Kentucky 40602-0615 
Telephone: (502) 564-3940 

Fax: (502) 564-3460 
psc. ky.gov 

April 11, 2008 

Mark David Goss 
Chairman 

John W. Clay 
Vice Chairman 

Caroline Pitt Clark 
Commissioner 

CERTIFICATE OF SERVICE 

RE: Case No. 2007-00449 
Kentucky Utilities Company / Louisville Gas and Electric Company 

I, Stephanie Stumbo, Executive Director of the Public Service Commission, hereby certify 
that the enclosed attested copy of the Commission's Order in the above case was served 
upon the addressee by U.S. Mail on April 11, 2008. 

n 

Executive Director 

ss/tw 
Enclosure 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

JOINT FILING OF LOUISVILLE GAS ) 
AND ELECTRIC COMPANY AND KENTUCKY ) 
UTILITIES COMPANY OF A SPECIAL ) CASE NO. 2007-00449 
CONTRACT FOR FIRM GAS SALES AND ) 
FIRM TRANSPORTATION SERVICE 1 

O R D E R  

On October 1, 2007, Louisville Gas and Electric Company (“LG&E”) and 

Kentucky Utilities Company (“KU”) (jointly “Applicants”) submitted a proposed special 

contract for Firm Gas Sales and Firm Transportation between LG&E’s Gas Distribution 

Business and LG&E’s and KU’s Electric Generation Businesses. They proposed that 

the special contract become effective November 1, 2007. Finding that additional 

information was required to determine the reasonableness of the proposed contract, the 

Commission established this proceeding and suspended the operation of the contract 

up to and including March 31, 2008. 

To support the reasonableness of the contract and in response to data requests, 

the Applicants submitted additional information concerning LG&E’s cost to provide 

service to KU. They state that the proposed transaction is in compliance with the 

affiliate transaction requirements of KRS 278.2207 as the costs are based on the cost- 

of-service study that was developed by The Prime Group LLC and used in LG&E’s last 

general rate case.‘ 

’ Case No. 2003-00433, An Adjustment of the Gas and Electric Rates, Terms, 
and Conditions of Louisville Gas and Electric Company (Order dated June 30, 2004). 

Attachment to Response to LGE AG 1-330(b) (006) 
Page 2 of 3 
Murphy



Having reviewec the record an( being otherwise sufficiently advised, the 

Commission finds that the contract is reasonable, that it is in compliance with the 

affiliate transaction statutes, and that it should be approved. 

IT IS THEREFORE ORDERED that the Applicants’ proposed special contract for 

Firm Gas Sales and Firm Transportation is approved effective on and after the date of 

this Order. 

Done at Frankfort, Kentucky, this 11 th day of April, 2008. 

By the Commission 

Commissioner Clark Abstains 

Case No. 2007-00449 
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