
 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 157 

 
Responding Witness:  John J. Spanos 

 
Q-157. Provide copies of all industry statistics used by the Company and witness Spanos 

relating to electric company depreciation rates. 
 
A-157. The attached schedules are industry statistics considered by the Company and 

witness Spanos relating to electric company life and net salvage estimates.  There 
are no industry statistics compared by Mr. Spanos for depreciation rates.  The list 
of companies are not matched to their estimates in order to maintain individual 
company agreements. 





 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 158 

 
Responding Witness:  John J. Spanos 

 
Q-158. Identify all industry statistics upon which KU witness Spanos relied in 

formulating the depreciation proposals. 
 
A-158. There are no industry statistics which KU witness Spanos relied upon in 

formulating the depreciation proposals. However, the industry statistics attached 
to Question No. 157 were considered. 
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KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 159 

 
Responding Witness:  Valerie L. Scott 

 
Q-159. Provide explanatory examples of the debits and credits relating to customer 

advances and contributions-in-aid of construction. 
 
A-159. Customer advances for construction are amounts advanced by customers to 

extend service that are subject to refund in whole or part. The time or extent of 
refund is dependent on the terms of specific customer contracts and agreements. 
The advance is initially established in a deferred credit account. Throughout the 
term of the agreement, refunds may be given to the customer if original costs paid 
by that customer are offset by new customers. When the agreement terminates, 
any un-refunded balance is transferred to the appropriate plant account as a 
Contribution in Aid of Construction. The entries for this process are: 
 

  Payment received: 
  Debit 131 – Cash 
       Credit 252 – Customer Advances – Construction – Long Term  
   
  Construction completed: 
  Debit 252 – Customer Advances – Construction – Long Term   

  Credit 252 – Line Extensions 
       
  Refund paid: 
  Debit 252 – Line Extensions 
   Credit 232 – Sundry Billing Refunds 
 
  Debit 232 – Sundry Billing Refunds 
             Credit 131 – Cash 
 
  Un-refunded balance: 
  Debit 252 – Line Extensions 
            Credit 107 – Construction Work In Progress 
 
 
 

Contributions in Aid of Construction are non-refundable amounts paid by states, 
municipalities, other governmental agencies, individuals, and others for 
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construction of facilities. In instances where contributions would result in 
negative property unit values, the excess amounts of such contributions are 
credited to account 108 Accumulated for Depreciation of Utility Plant. The 
entries for this process are: 

 
   Create invoice based on contract terms: 
   Debit – 143 Other Accounts Receivable 
        Credit 107 – Construction Work in Progress 
 
   Payment received: 
   Debit 131 – Cash 
        Credit 143 – Other Accounts Receivable 
   
   Classified to plant in service: 
   Debit 107 – Construction Work in Progress 
        Credit 101 – Plant in Service   
                   Credit 108 – Accumulated Depreciation – Plant 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 160 

 
Responding Witness:  Valerie L. Scott 

 
Q-160. Provide explanatory examples of the debits and credits relating to the accounts 

for which depreciation is charged to clearing accounts. 
 
A-160. Depreciation expense on transportation equipment is charged to clearing account 

184 with a corresponding credit to account 108, Accumulated Reserve for 
Depreciation.  On a monthly basis the amounts charged to 184 are allocated to 
the specific responsible center to which the vehicle is assigned.  This allocation 
is based on labor dollars charged to the responsible center. 

 
 For example, assume the responsible center in the following example has one 

vehicle with the monthly depreciation expense of $100.   Each project within the 
expenditure organization is allocated a portion of depreciation expense based on 
total labor dollars.  

 
 

    
  
 Consistent with FERC plant instructions, depreciation expense on utility owned 

equipment used to transport fuel from the point of acquisition to the unloading 
point is charged to account 151 Fuel Stock.  This primarily consists of gas 
pipelines used to supply the generating units.  No further allocation is required. 
Account 151 is debited with the monthly depreciation expense with a 
corresponding credit charged to account 108, Accumulated Reserve for 
Depreciation. 

 
 

Labor Depreciation Allocated Total Project
Dollars Expense Depreciation Charges

Project 1 500.00$    6.2% 6.20$         506.20$      
Project 2 600.00$    7.4% 7.40$         607.40$      
Project 3 7,000.00$ 86.4% 86.40$        7,086.40$    

8,100.00$ 100.00$      100.00$      8,200.00$    



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 161 

 
Responding Witness:  Valerie L. Scott 

 
Q-161. Provide a copy of the Company’s current capitalization policy. If the policy has 

changed at all since 2014, provide a copy of all prior policies in effect during any 
portion of that period. 

 
A-161. See attached.   



http://www.ecfr.gov/cgi-bin/text-idx?SID=7573dc504e783c17c247f0322276eddb&node=18:1.0.1.3.34&rgn=div5
https://teams.sp.lgeenergy.int/sites/ControllerGrp/Pages/PropertyAccounting.aspx
https://teams.sp.lgeenergy.int/sites/ControllerGrp/Pages/PropertyAccounting.aspx


https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Forms.aspx
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Forms.aspx
http://intranet/BusAreas/HR/Peoplelink/Policies/Authority%20Limit%20Matrix.pdf
http://intranet/BusAreas/HR/Peoplelink/Policies/Authority%20Limit%20Matrix.pdf




https://teams.sp.lgeenergy.int/sites/FinPlan/_layouts/15/xlviewer.aspx?id=/sites/FinPlan/Documents/Capital%20Appendix.xlsx&DefaultItemOpen=1
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Policies.aspx
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Policies.aspx
http://intranet/BusAreas/HR/Peoplelink/Policies/Authority%20Limit%20Matrix.pdf


http://intranet/BusAreas/HR/Peoplelink/Policies/Authority%20Limit%20Matrix.pdf
http://intranet/BusAreas/HR/Peoplelink/Policies/Authority%20Limit%20Matrix.pdf




https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Forms.aspx


https://teams.sp.lgeenergy.int/sites/contracts/_layouts/15/WopiFrame.aspx?sourcedoc=/sites/contracts/Shared%20Documents/Leases%20Policy.docx&action=default&DefaultItemOpen=1


http://intranet/BusAreas/HR/Peoplelink/Policies/Authority%20Limit%20Matrix.pdf
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Forms.aspx
https://teams.sp.lgeenergy.int/sites/FinPlan/_layouts/15/xlviewer.aspx?id=/sites/FinPlan/Documents/Capital%20Appendix.xlsx&DefaultItemOpen=1
https://teams.sp.lgeenergy.int/sites/contracts/_layouts/15/WopiFrame.aspx?sourcedoc=/sites/contracts/Shared%20Documents/Leases%20Policy.docx&action=default&DefaultItemOpen=1
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Policies.aspx
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Policies.aspx
http://www.ecfr.gov/cgi-bin/text-idx?SID=7573dc504e783c17c247f0322276eddb&node=18:1.0.1.3.34&rgn=div5
https://teams.sp.lgeenergy.int/sites/FinPlan/Pages/Forms.aspx


 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 162 

 
Responding Witness:  John J. Spanos 

 
Q-162. Identify and explain all changes since the last depreciation study which might 

affect depreciation rates. 
 
A-162. See the response to Question No. 198. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 163 

 
Responding Witness:  John J. Spanos 

 
Q-163. Provide on diskette or CD all tabulations included in the Depreciation Study and 

all data necessary to recreate in their entirety, all analyses and calculations 
performed for the preparation of the study. Provide this and all electronic data in 
Excel (or .txt format if appropriate), with all formulae intact. Provide any record 
layouts necessary to interpret the data. Include in the response electronic 
spreadsheet copies of all of the schedules and/or tables included in the 
Depreciation Study, with all formulae intact. 

 
A-163. The attached files set forth all tabulations included in the Depreciation Study and 

all data necessary to recreate in their entirety, all analyses and calculations 
performed for the preparation of the Depreciation Study.  Each file is set forth in 
the available electronic format. 

















































































































































































































































































































































































































































































































































































































































































































































































































































































 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 164 

 
Responding Witness:  John J. Spanos 

 
Q-164. If not provided elsewhere, provide KU’s amortization calculations and 

workpapers for general plant accounts in electronic format (Excel) with all 
formulae intact. 

 
A-164. See the attachment provided in response to Question No. 157. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 165 

 
Responding Witness:  John J. Spanos 

 
Q-165. For each plant account, and for each year since the inception of the account up to 

and including 2016, provide the following standard depreciation study data as 
identified at pages 30-33 of the August 1996 NARUC Public Utility Depreciation 
Practices Manual (“NARUC Manual”). Provide the data in electronic format 
(Excel or .txt). Also, provide aged vintage data if available. Use the codes 
identified for each type of data, unless the Company regularly uses other codes. 
In those circumstances, identify and explain the Company’s coding system. 

 
Code Data Type 

9 Addition 
0 Ordinary Retirement 
1 Reimbursement 
2 Sale 
3 Transfer – In 
4 Transfer – Out 
5 Acquisition 
6 Adjustment 
7 Final retirement of lifespan 

property (see NARUC 
Manual, Chapter X) 

8 Balance at Study Date 
 Initial Balance of 

Installation 
 
A-165. See the attachment provided in response to Question No. 163. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 166 

 
Responding Witness:  John J. Spanos 

 
Q-166. If the depreciation study data provided in response to the preceding question is 

not the exact set of data used for the depreciation study submitted in this case, 
explain all differences and reconcile the amounts provided to those used in the 
case. 

 
A-166. The data provided in response to Question No. 163 is the same set used in the 

depreciation study and submitted in the case. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 167 

 
Responding Witness:  John J. Spanos 

 
Q-167. If not provided elsewhere, provide the cost of removal and gross salvage data 

used in the Depreciation Study net salvage calculation. If this data differs from 
that reflected on the Company’s books, explain the differences and provide a 
reconciliation. Provide this data in electronic (Excel or .txt) format. 

 
A-167. See the salvage data set forth in response to Question No. 163. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 168 

 
Responding Witness:  Valerie L. Scott 

 
Q-168. Provide the following annual accumulated depreciation amounts for all plant 

accounts for the last 15 years (up to, and including, 2016). If the requested data 
is not available for the last 15 years, provide the data for as many years as are 
available. Provide data in electronic format (Excel or .txt). 

 
a. Beginning and ending reserve balances, 

 
b. Annual depreciation expense, 

 
c. Annual retirements, 

 
d. Annual cost of removal and gross salvage, 

 
e. Annual third party reimbursements. 

 
A-168. a. – e.  See the attached file which shows the above requested information by 

functional group as defined by FERC guidelines.   
 





 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 169 

 
Responding Witness:  Christopher M. Garrett 

 
Q-169. Provide a comparison of the annual cost of removal and gross salvage amounts 

shown on KU’s federal tax returns with the corresponding book amounts, for the 
last 5 years. Provide the annual deferred tax expense associated with each of the 
differences. Also, provide the beginning and ending accumulated deferred tax 
balances and state whether they are rate base additions or rate base deductions. 

 
A-169. See attached. 
 
 





 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 170 

 
Responding Witness:  Valerie L. Scott 

 
Q-170. Provide a summary of annual maintenance expense by USOA account (for all 

accounts) for the last 10 years through 2016. If the requested data is not available 
for the last 10 years, provide the data for as many years as are available. Provide 
data in electronic format. 

 
A-170. See the attachment being provided in Excel format. 
 
 





 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 171 

 
Responding Witness:  John J. Spanos 

 
Q-171. Explain what consideration, if any, was given to annual maintenance expense data 

in KU’s estimation of service lives, dispersion patterns, and net salvage. 
 
A-171. Maintenance expense is an ongoing activity for utilities.  Therefore, in preparing 

his service life studies, Mr. Spanos considers whether any changes to annual 
maintenance are planned to occur and whether such changes in maintenance 
practices would alter capital expenditures.  There were no plans to change the 
current maintenance practices; therefore, future service lives, dispersion patterns 
and net salvage were not affected. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 172 

 
Responding Witness:  John J. Spanos 

 
Q-172. If not already provided elsewhere, provide the calculation of the rates proposed 

in the Depreciation Study in electronic format (Excel) with all formulae intact. 
 
A-172. See the schedule attached to the response to Question No. 163. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 173 

 
Responding Witness:  John J. Spanos 

 
Q-173. Provide the proposed depreciation rates, split into three separate components: 

capital recovery, gross salvage, and cost of removal. 
 
A-173. The attached schedule sets forth the proposed depreciation rates split into three 

separate components: capital recovery, cost of removal and gross salvage. 





 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 174 

 
Responding Witness:  John J. Spanos 

 
Q-174. Provide a calculation of the theoretical reserves reflecting both KU’s proposed 

procedures and the existing procedures. Provide these calculations in electronic 
format (Excel) with all formulae intact and include all supporting calculations and 
workpapers. 

 
A-174. The theoretical reserve has not been calculated based on the existing procedures 

given those parameters are not applicable as of December 31, 2015.  The 
depreciation procedures are the same based on proposed and existing rates.   

 
 The theoretical reserve (“Calculated Accrued Depreciation”) is set forth by 

account in Part IX of the Depreciation Study. 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 175 

 
Responding Witness:  Valerie L. Scott 

 
Q-175. Does the Company maintain its book reserve by plant account? If not, explain 

why not. 
 
A-175. Yes, the Company maintains its book reserves by plant account. 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 176 

 
Responding Witness:  Valerie L. Scott 

 
Q-176. If the Company does not maintain its book reserve by plant account, provide the 

calculation of the book reserve shown in the depreciation study. 
 
A-176. The Company maintains its book reserve by plant account.



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 177 

 
Responding Witness:  John J. Spanos 

 
Q-177. If applicable, calculate all depreciation rates using the same weighting procedure 

used in the current depreciation rates, i.e., the same procedure used the last time 
depreciation rates were calculated. 

 
A-177. The proposed depreciation rates are calculated using the same weighting 

procedure as the current depreciation rates. 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 178 

 
Responding Witness:  John J. Spanos 

 
Q-178. If not provided elsewhere, provide all remaining life calculations resulting from 

the depreciation study in electronic format (Excel) with all formulae intact. 
 
A-178. See the attachment provided in response to Question No. 163. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 179 

 
Responding Witness:  John J. Spanos 

 
Q-179. If not provided elsewhere, provide electronic (Excel) versions of the net salvage 

studies included in the depreciation study, with all formulae intact. 
 
A-179. See the attachment provided in response to Question No. 163. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 180 

 
Responding Witness:  John J. Spanos 

 
Q-180. If not provided elsewhere, provide all workpapers supporting terminal net salvage 

(decommissioning) estimates for each account for which terminal net salvage is 
a factor. Include any decommissioning studies relied upon, and explain how the 
results of those studies were incorporated into the net salvage estimate proposed 
by KU. Include all calculations in electronic format (Excel), with all formulae 
intact. 

 
A-180. See the responses to KIUC 1-3 and KIUC 1-6. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 181 

 
Responding Witness:  John J. Spanos 

 
Q-181. Do KU’s net salvage recommendations, including any terminal net salvage 

estimates, incorporate inflation expected to be incurred in the future? If yes, 
explain fully how this inflation is factored into each recommendation, and provide 
supporting calculations in electronic format (Excel). If not, provide support 
showing no future inflation was included. 

 
A-181. The net salvage estimates for mass property accounts and interim net salvage for 

production amounts have been determined by Mr. Spanos in the same fashion as 
has been determined by all of his studies and the traditional methodology utilized 
by almost all utilities across the United States and Canada.  The cost of removal 
and gross salvage are the last record of the service value of an asset when taken 
out of service. 

 
 Therefore, the net salvage estimates in this study are calculated using historical 

data of plant retired each year with the corresponding cost of removal and gross 
salvage incurred for the retired assets.  Consequently, the annual retirements are 
based on the original cost installed and the cost of removal and gross salvage are 
recorded in the final year in service.  These annual percentages are used in the 
determination of future net salvage accruals.  Consequently, net salvage percents 
are traditionally calculated based on plant dollars installed earlier in time than the 
time period the cost of removal is booked.  This is the only way to calculate net 
salvage in an equitable fashion for ratepayers today and in the future. 

 
As a result, no inflation is added to the percentages for future recovery, just the 
comparable percentages of the historical data. 

 
The terminal net salvage component for generating facilities has an escalation 
factor of 2.5% to the date of final retirement.  This is a common practice for 
determining terminal net salvage. 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 182 

 
Responding Witness:  John J. Spanos 

 
Q-182. If KU’s net salvage recommendations include inflation expected to be incurred 

in future periods beyond June 30, 2018, provide the net present value of KU’s net 
salvage recommendations. 

 
A-182. See the response to Question No. 181.  No net present values of KU’s net salvage 

recommendations have been calculated. 
 
 
 
 
 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 183 

 
Responding Witness:  Valerie L. Scott 

 
Q-183. Explain, and provide examples of, the Company’s retirement unit cost procedures 

for each account. Identify all changes to retirement unit costs which have occurred 
over the years. 

 
A-183. KU employs the retirement unit cost procedure prescribed in the Code of Federal 

Regulations 18 CFR, Chapter 1, Subchapter C, Part 101, Electric Plant  
Instructions 10 and 11. 
 

The Company utilizes work orders and a property records system to associate costs 
with property record units to ensure accurate accounting for retirements.  For 
identifiable major units of property the records include the location, cost and plant 
account to which the cost is charged.  For mass property, cost data is maintained 
at an average cost of similar units recorded at the same time. 
 
There have been no changes to the retirement unit cost procedures over the years. 

 
 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 184 

 
Responding Witness:  Valerie L. Scott 

 
Q-184. Explain the Company’s accounting procedures for gross salvage and cost of 

removal. 
 
A-184. KU employs the salvage and cost of removal procedures prescribed in the Code 

of Federal Regulations 18 CFR, Chapter 1, Subchapter C, Part 101, Electric Plant 
Instructions 10. 
 

  Gross salvage is the dollar amount received for property retired if sold.  Salvage 
is recorded by a credit to the depreciation reserve and a debit to cash if the item 
is sold or to the material and supplies account if it is used within the utility.  

 
 Cost of removal is the cost of demolishing, dismantling, or otherwise removing 

plant.  It is recorded as a debit to the accumulated depreciation account and a 
credit to cash. 

 
 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 185 

 
Responding Witness:  Valerie L. Scott 

 
Q-185. Explain how cost of removal relating to replacements is allocated between cost 

of removal and new additions. Provide copies of actual source documents 
showing this allocation. 

 
A-185. Cost of removal is not allocated to new additions.       



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 186 

 
Responding Witness:  Valerie L. Scott 

 
Q-186. Does KU agree that, in the case of a replacement, KU has control over how much 

of the cost of the replacement is assigned to the retirement as cost of removal, and 
how much is capitalized to plant-in-service? If not, explain fully why not. 

 
A-186. As capital projects are planned, KU takes care to ensure that the proper amount 

is charged to capital versus the cost of removal. As part of the estimation process, 
each project is analyzed as to how much labor, materials and related overheads 
will be needed to remove any existing equipment from the site. If any of the 
removed equipment can be resold, a salvage amount is estimated based on the 
current market value. 

 
 As construction and removal occur, the appropriate cost of removal work is 

charged with the actual cost required to remove the old equipment. The salvage 
value is the actual scrap value of the removed material. 

 
 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 187 

 
Responding Witness:  Valerie L. Scott 

 
Q-187. Provide all manuals, guidelines, memoranda, or other documentation that deals 

with the Company’s policies on the assignment of capital costs and net salvage 
with regard to the replacement of retired plant. Also, provide a sample work order 
for a replacement project, showing these cost assignments. 

 
A-187. KU assigns capital costs and net salvage with regard to the replacement of retired 

plant as prescribed in the Code of Federal Regulations 18 CFR, Chapter 1, 
Subchapter C, Part 101, Electric Plant Instructions 10 and 11.  

 
The Company utilizes work orders and a property records system to associate 
costs of removal and salvage with the associated accumulated provision for cost 
of removal and salvage as applicable to such property to ensure accurate 
accounting for retirements.  
 
See the response to Question No. 161 for a copy of the Company’s current 
Capitalization Policy.  See the response to PSC 1-8 for the policies on the 
assignments of capital costs and net salvage.   
 
See attached for an example of a replacement project showing cost assignments. 









 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 188 

 
Responding Witness:  Lonnie E. Bellar 

 
Q-188. Identify and explain the Company’s expectations with respect to future removal 

requirements and markets for retired equipment and materials. Provide the basis 
for these expectations. 

 
A-188. With regard to the Company’s expectations on future removal requirements, the 

Company must remove hazardous and regulated materials from the structures and 
process equipment (i.e., boilers, piping, insulation, etc.) prior to demolition of the 
structures.  With regard to markets for retired equipment and materials, the 
Company has ongoing reviews by its commercial groups and operating coal-fired 
generating stations staff to evaluate whether any of the equipment from Green 
River (the Company’s recently retired coal-fired station) has operating value for 
them.  If so, the equipment will be removed from the recently retired stations and 
transferred to the operating coal-fired stations for repurposing or placed into their 
warehoused inventory.  To date, very little (less than 0.5 percent) of the 
equipment from Green River has been determined to have value to the Company’s 
other coal-fired units due to the vintage and condition of the equipment from these 
1940-1960’s vintage units.  Additionally, the size and design of the equipment 
being retired from Green River, as well as from the older stations retired years 
ago, is substantially different than the newer, larger coal-fired operating 
equipment and generating units.  Given this, the Company’s contract strategy on 
the large scale demolition projects is to obtain lump sum competitively obtained 
bids that include the abatement of hazardous materials, the removal of scrap 
material and the marketing of such, the demolition of the structures, and minor 
site restoration into a single demolition contract.  This contracting strategy places 
the risk of scrap value (and the cost to remove and market it) on the demolition 
contractors during a competitively bid process.  



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 189 

 
Responding Witness:  Daniel K. Arbough 

 
Q-189. Provide the Company’s construction and capital budgets for the years 2014-2016 

inclusive. Identify all retirements, replacements, new additions and cost of 
removal reflected in these budgets. Provide by account where available and 
explain how the cost estimates are derived for these items. 

 
A-189. The below table displays the capital budgets for the years requested by capital 

additions (FERC account 107) and removal costs (FERC account 108). We 
currently have no systematic way to differentiate projects between replacements 
or new additions. In regards to how cost estimates are derived, refer to response 
PSC 1-12. 

 
  
 
 
 
 

Year 107 108 Total 
2014 $285,655,724 $8,292,790 $293,948,514 
2015 $254,705,926 $9,027,037 $263,732,963 
2016 $247,479,708 $9,569,190 $257,048,898 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 190 

 
Responding Witness:  Valerie L. Scott 

 
Q-190. Provide narrative explanations of the Company’s aging and pricing procedures. 
 
A-190. KU employs the pricing procedures prescribed in the Code of Federal 

Regulations18 CFR, Subchapter C, Part 101, Electric Plant Instruction 9.  Actual 
cost, representing the amount of cash outlaid for property purchased or services 
rendered, is employed. 

 
 For purposes of aging, an in-service date is assigned to each asset based on the 

date such asset is certified as in-service by the project engineer.  Facilities are 
considered “in service” when they are energized or placed into commercial 
operation and are used or useful for the purpose for which they have been 
constructed. 
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CASE NO. 2016-00370 

 
Response to Attorney General’s Initial Data Requests for Information  

Dated January 11, 2017 
 

Question No. 191 
 

Responding Witness:  John J. Spanos 
 

Q-191. Explain how the Company accounts for third-party reimbursements and how they 
are reflected in the depreciation study. 

 
A-191. The Company accounts for third party reimbursements as a reduction to plant.  

This treatment is reflected in the depreciation study. 
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Response to Attorney General’s Initial Data Requests for Information  

Dated January 11, 2017 
 

Question No. 192 
 

Responding Witness:  John J. Spanos 
 

Q-192. If third-party reimbursements were excluded from the net salvage studies, was 
the related retirement also excluded from the life studies? 

 
A-192. Yes.  Third party reimbursements are handled the same way for net salvage 

studies and life studies. 
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Response to Attorney General’s Initial Data Requests for Information  

Dated January 11, 2017 
 

Question No. 193 
 

Responding Witness:  Lonnie E. Bellar 
 

Q-193. Identify and explain all Company programs which might affect plant lives. 
 

A-193. The Company performs routine maintenance, inspections and scheduled 
overhauls on its generating units to maintain the units’ reliable and efficient 
operation throughout their useful lives.  All of these programs help the Company 
to monitor, maintain and address issues that may impact the lives of the 
Company’s units.  See pages 16-22 of Mr. Thompson’s testimony for further 
information about programs that impact generation reliability, cost savings, and 
efficiency. 

 
 KU believes that continuing a prudent level of ongoing maintenance and 

investment at its remaining generating units will ensure the ongoing reliable 
operation of the units and minimize the potential for a significant mechanical 
failure. Consistent with information provided to the Commission in previous IRP 
and other proceedings, KU has informally grouped units into categories for 
guiding investment decisions that ensure the remaining useful life is maintained. 
The expected remaining useful life of each coal unit is discussed below: 

 
• With respect to Trimble County 2, the new unit is expected to have a life 

expectancy of approximately 60 years. 
 

• With respect to Cane Run 7, the new unit is expected to have a life 
expectancy of approximately 40 years. 

 
• With respect to Brown Units and Ghent 1-2, KU will maintain the units 

in such a way as to ensure that, year over year, a minimum 20-year 
remaining useful life is expected. In other words, for each year KU 
operates and maintains these units, KU expects to have at least a 20-vear 
remaining useful life commencing in that year.  

 
• With respect to Ghent Units 3-4, KU expects the units to have, year over 

year, a minimum of 30-years remaining useful life. Prudent investments 
will continue to be made to ensure operation of these units into the future. 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 194 

 
Responding Witness:  Lonnie E. Bellar 

 
Q-194. Provide all internal life extension studies prepared by the Company. Life 

extension refers to any program, maintenance, or capital, designed to extend lives 
and/or increase capacity of its existing plant-in-service. Identify the functions to 
which these studies relate. 

 
A-194. The Company has not performed a life extension study.  See the response to 

Question No. 193 above concerning how the Company maintains its generating 
units with regard to extending their service lives. 
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CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 195 

 
Responding Witness:  Valerie L. Scott / John J. Spanos 

 
Q-195. Provide the following information for all retirements by plant account for the last 

15 years. If requested data is not available for the last 15 years, provide the data 
for as many years as are available: 

 
a. Date of retirement 

 
b. Amount of retirement 

 
c. Account 

 
d. Reason for retirement 

 
e. Whether or not retirement was excluded from historical interim retirement 

rate studies. 
 

A-195. Kentucky Utilities Company has recorded six final retirements of generating 
facilities in the past 15 years.  The first retirement was Pineville Unit 3, the second 
was Green River Units 1 & 2, the third was Tyrone Units 1 & 2, the forth was 
Tyrone Unit 3, the fifth was Haefling Unit 3, and the sixth was Green River Units 
3 & 4.  The tables below set forth the information for parts a) through d) of the 
response. 

 
a-d. Pineville Unit 3 

 a.  Date of retirement  December 2002  
 b.  Amount of retirement  $9,934,337 
 c.   Accounts    311 - 316 
 d.  Reason for retirement Catastrophic Failure 

 
Green River Units 1&2 

 a.  Date of retirement  March 2004  
 b.  Amount of retirement  $17,235,843 
 c.   Accounts    311 - 316 
 d.  Reason for retirement End of economic useful life 
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Tyrone Units 1 & 2 
 a.  Date of retirement  March 2007  
 b.  Amount of retirement  $5,380,367 
 c.   Accounts    311 - 316 
 d.  Reason for retirement End of economic useful life 
 

Tyrone Unit 3 
 a.  Date of retirement  February 2013 
 b.  Amount of retirement  $24,141,603 
 c.   Accounts    311 - 316 
 d.  Reason for retirement End of economic useful life  
 

Haefling Unit 3 
 a.  Date of retirement  December 2013  
 b.  Amount of retirement  $2,048,861 
 c.   Accounts    341-345 
 d.  Reason for retirement End of economic useful life 

 
Green River Units 3&4 

 a.  Date of retirement  September 2015  
 b.  Amount of retirement  $58,254,277 
 c.   Accounts    311 - 316 
 d.  Reason for retirement End of economic useful life 

 
e.  All of these retirements have been excluded from interim survivor curve 

analyses. 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 196 

 
Responding Witness:  Christopher M. Garrett 

 
Q-196. Provide a copy of the Company’s most recent prior depreciation study and the 

Order(s) establishing the present deprecation rates. 
 
A-196. The Company’s most recent prior depreciation study is found at 

http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-
ku.com/06292012/KU_Direct_Testimony_-_All.pdf  The Order in which the 
Commission established the Company’s current depreciation rates is found 
at http://psc.ky.gov/order_vault/Orders_2012/201200221_12202012.pdf, All 
related case documents are found at:  
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2012-00221.   

 
The Commission has approved additional depreciation rates in three subsequent 
proceedings.  In Case No. 2014-00371, the Commission approved the current 
depreciation rates for Cane Run Unit 7.   The Order in which the Commission 
establishing those rates and all related case documents, are e found at: 
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2014-00371.   
 
In Case No. 2015-00355, the Commission approved a depreciation rate for 
Electric Vehicle Charging Stations.  The Order in which the Commission 
approved that depreciation rate and all related case documents are found at:  
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2015-00355.   
 
In Case No. 2016-00063, the Commission approved depreciation rates for the 
Brown Solar Facility.  The Order in which the Commission approved those rates 
and all related case documents are found at:  
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2016-00063.   

 
 
 
 

http://psc.ky.gov/order_vault/Orders_2012/201200221_12202012.pdf
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2012-00221
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2014-00371
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2015-00355
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2016-00063
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CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 197 

 
Responding Witness:  Christopher M. Garrett 

 
Q-197. Provide a calculation of the current depreciation rates in electronic format (Excel) 

with all formulae intact. Show all parameters used, and provide a source for those 
rates and underlying parameters. If the rates and parameters are not the same as 
approved in the most recent prior case, explain why not. Also, if there are any 
differences in the account numbers used, provide a reconciliation. 

 
A-197. See the response to Question No. 196. 
 
 
 



 

 

KENTUCKY UTILITIES COMPANY 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 198 

 
Responding Witness:  John J. Spanos 

 
Q-198. Identify and explain all changes between the current study and the most recent 

prior study. 
 
A-198. Depreciation studies and the resulting depreciation rates are affected by survivor 

curves, net salvage percents, plant activity, depreciation procedures, reserve to 
plant rates and attained age of surviving balances of each account.  The 
depreciation procedure is the same for both studies. Otherwise every account has 
a change in at least one of the other components and some have multiple changes. 

 
 The attached schedule sets forth a comparison of the retirement dates, survivor 

curve and net salvage percent for each account and each generating unit. 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 199 

 
Responding Witness:  Valerie L. Scott 

 
Q-199. Provide the current depreciation rates, split into three separate components: 

capital recovery, gross salvage, and cost of removal. 
 
A-199. See attached. 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 200 

 
Responding Witness:  Valerie L. Scott 

 
Q-200. Provide any and all internal studies and correspondence concerning the 

Company’s and the parent company’s implementation of FASB Statement No. 
143 and FIN 47. 

 
A-200. It is unclear what is intended by “the parent company.”  KU completed its 

implementation of FASB Statement No. 143 and FIN 47 prior to the discovery 
phase of its 2012 Kentucky base-rate case, Case No. 2012-00221, and all relevant 
communications occurred prior to that.  Therefore, KU incorporates by reference 
its responses to the following data requests by the Attorney General in KU’s prior 
rate cases: 

 
• Case No. 2012-00221, KU response to AG 1-201, available 

at: http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-
ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf 
 

• Case No. 2009-00548, KU response to AG 1-163, available 
at: http://psc.ky.gov/PSCSCF/2009%20cases/2009-
00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28V
ol_2%29.PDF 

 
 
 

http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/PSCSCF/2009%20cases/2009-00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28Vol_2%29.PDF
http://psc.ky.gov/PSCSCF/2009%20cases/2009-00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28Vol_2%29.PDF
http://psc.ky.gov/PSCSCF/2009%20cases/2009-00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28Vol_2%29.PDF


 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 201 

 
Responding Witness:  Valerie L. Scott 

 
Q-201. Provide complete copies of all correspondence with the following parties 

regarding the Company’s implementation of FASB Statement No. 143 and FIN 
47: 

 
a. External auditors and other public accounting firms. 

 
b. Consultants 

 
c. External counsel 

 
d. Federal and State regulatory agencies 

 
e. Internal Revenue Service 

 
A-201. Regarding all parts of this request, KU completed its implementation of FASB 

Statement No. 143 and FIN 47 prior to the discovery phase of its 2012 Kentucky 
base-rate case, Case No. 2012-00221, and all relevant communications occurred 
prior to that.  Therefore, KU incorporates by reference its responses to the 
following data requests by the Attorney General in KU’s prior rate cases: 

 
• Case No. 2014-00371, KU response to AG 1-120, available 

at: http://psc.ky.gov/pscecf/2014-00371/robert.conroy%40lge-
ku.com/01232015033710/3-KU_1st_DR_of_AG_-_FINAL.pdf 
 

• Case No. 2012-00221, KU response to AG 1-202, available 
at: http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-
ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf 
 

• Case No. 2009-00548, KU response to AG 1-164, available 
at: http://psc.ky.gov/PSCSCF/2009%20cases/2009-
00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28V
ol_2%29.PDF 

 
 

http://psc.ky.gov/pscecf/2014-00371/robert.conroy%40lge-ku.com/01232015033710/3-KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/pscecf/2014-00371/robert.conroy%40lge-ku.com/01232015033710/3-KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/PSCSCF/2009%20cases/2009-00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28Vol_2%29.PDF
http://psc.ky.gov/PSCSCF/2009%20cases/2009-00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28Vol_2%29.PDF
http://psc.ky.gov/PSCSCF/2009%20cases/2009-00548/20100315_KUs_Response_to_AGs_Requests_for_Information%28Vol_2%29.PDF
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CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 202 

 
Responding Witness:  Valerie L. Scott 

 
Q-202. Regarding FASB Statement No. 143 and FIN 47, on a plant-account-by-plant-

account basis, identify any and all “legal obligations” associated with the 
retirement of the assets contained in the account that result from the acquisition, 
construction, development and (or) the normal operation of the assets in the 
account. For the purposes of this question, use the definition of a “legal 
obligation” provided in FASB Statement No. 143: “an obligation that a party is 
required to settle as a result of an existing or enacted law, statute, ordinance, or 
written or oral contract under the doctrine of promissory estoppel.” 

 
A-202. See attached.  
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 203 

 
Responding Witness:  Valerie L. Scott 

 
Q-203. For any asset retirement obligations identified above, provide the “fair value” of 

the obligation. For the purposes of the question, fair value means “the amount at 
which that liability could be settled in a current [not future] transaction between 
willing parties, that is, other than in a forced or liquidation transaction.” Provide 
all assumptions and calculations underlying these amounts. 

 
A-203. See attached for the current asset retirement obligation (ARO) liabilities.  These 

liabilities are calculated in accordance with the 652 - Capital – ARO Policies and 
Procedures. See the response to PSC 1-8.  
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 204 

 
Responding Witness: Valerie L. Scott 

 
Q-204. Provide the accounting entries (debits and credits) used to implement SFAS No. 

143 and FIN 47, along with all workpapers supporting those entries. Provide all 
these workpapers and calculations in electronic format (Excel) with all formulae 
intact. 

 
A-204. KU completed its implementation of FASB Statement No. 143 and FIN 47 prior 

to the discovery phase of its 2012 Kentucky base-rate case, Case No. 2012-00221.  
Therefore, KU incorporates by reference its responses to the following data 
requests in KU’s prior rate cases: 

 
• Case No. 2012-00221, KU response to AG 1-207, available 

at: http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-
ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf 
 

• Case No. 2012-00221, KU response to PSC 1-54(b), available 
at: http://psc.ky.gov/pscecf/2012-00221/robert.conroy%40lge-
ku.com/07132012/KU_DR_PSC-1_filed_7-13-2012.pdf 

 
 
 
 

http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/pscecf/2012-00221/rick.lovekamp%40lge-ku.com/08142012n/KU_1st_DR_of_AG_-_FINAL.pdf
http://psc.ky.gov/pscecf/2012-00221/robert.conroy%40lge-ku.com/07132012/KU_DR_PSC-1_filed_7-13-2012.pdf
http://psc.ky.gov/pscecf/2012-00221/robert.conroy%40lge-ku.com/07132012/KU_DR_PSC-1_filed_7-13-2012.pdf
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 205 

 
Responding Witness:  Valerie L. Scott 

 
Q-205. Has KU recorded any regulatory asset or regulatory liability relating to cost of 

removal or accounting for asset retirement obligations? If so, identify the amounts 
recorded in each account for (1) cost of removal and (2) AROs, as of each date: 
(a) 12/31/2014; (b) 12/31/2015; (c) 12/31/2016; and (d) 9/30/2016. 

 
A-205. Amounts recorded in regulatory assets for asset retirement obligations (ARO) and 

amounts related to cost of removal (COR) are listed below.  Net COR is recorded 
in the reserve for accumulated depreciation for FERC reporting and reported in 
regulatory liabilities for US GAAP.    

 
 
  

Accumulated COR Balance 
12/31/2014  $      (390,807,002) 
12/31/2015          (389,721,424) 
9/30/2016          (392,040,376) 

12/31/2016          (394,428,154) 
  
  
Regulatory Asset - ARO Balance 

12/31/2014  $         50,755,698  
12/31/2015             85,694,179  
9/30/2016           130,461,659  

12/31/2016           141,348,752  
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 206 

 
Responding Witness:  Valerie L. Scott 

 
Q-206. Does KU record any removal costs as O&M expense? If not, explain fully why 

not. If so, identify the amounts of removal costs recorded as O&M expense by 
account for each of the five years through 2016. 

 
A-206. No. KU employs the cost of removal procedures prescribed in the Code of Federal 

Regulations 18 CFR, Chapter 1, Subchapter C, Part 101, Electric Plant 
Instructions 10.  

 
 Cost of removal is the cost of demolishing, dismantling, or otherwise removing 

plant. It is recorded as a debit to the accumulated depreciation account and a credit 
to cash. 
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KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 207 

 
Responding Witness:  Valerie L. Scott 

 
Q-207. Provide an analysis of the regulatory liability for cost of removal since inception 

identifying and explaining each debit and credit entry and amount. 
 
A-207. See the following table for an analysis of accrued asset removal cost since 

inception.  Cost of removal is recorded in the reserve for accumulated 
depreciation for FERC reporting and reported in regulatory liabilities for US 
GAAP.   

 
Net Cost of Removal Balance 12/31/03 $                (256,744,263) 
Depreciation (18,825,793) 
Net Cost of Removal Charges    8,765,059  
Net Cost of Removal Balance 12/31/04 (266,804,997) 
Depreciation  (19,794,852) 
Net Cost of Removal Charges      4,101,461  
Reclass of COR to Regulatory Liability from Life Reserves      1,569,312  
Net Cost of Removal Balance 12/31/05 (280,929,076) 
Depreciation (19,785,945) 
Net Cost of Removal Charges     3,401,885  
Net Cost of Removal Balance 12/31/06 (297,313,136) 
Depreciation            (20,646,337) 
Net Cost of Removal Charges      8,032,396  
Net Cost of Removal Balance 12/31/07 (309,927,077) 
Depreciation  (23,611,534) 
Net Cost of Removal Charges      4,797,840  
Net Cost of Removal Balance 12/31/08 (328,740,771) 
Depreciation  (18,546,622) 
Net Cost of Removal Charges    16,722,231  
Net Cost of Removal Balance 12/31/09 (330,565,162) 
Depreciation  (20,346,519) 
Net Cost of Removal Charges      6,891,123  
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Net Cost of Removal Balance 12/31/10 (344,020,558) 
Depreciation  (30,936,032) 
Net Cost of Removal Charges    13,435,229  
Net Cost of Removal Balance 12/31/11 (361,521,361) 
Depreciation  (31,037,437) 
Net Cost of Removal Charges     14,600,744  
Net Cost of Removal Balance 12/31/12 (377,958,054) 
Depreciation  (24,227,277) 
Net Cost of Removal Charges    17,193,381  
Reclass FERC 254 to Accumulated COR    (3,782,713) 
Net Cost of Removal Balance 12/31/13 (388,774,663) 
Depreciation  (18,210,460) 
Net Cost of Removal Charges    16,178,121  
Net Cost of Removal Balance 12/31/14 (390,807,002) 
Depreciation  (19,877,672) 
Net Cost of Removal Charges    20,963,250  
Net Cost of Removal Balance 12/31/15 (389,721,424) 
Depreciation  (21,097,571) 
Net Cost of Removal Charges 16,390,841  
Net Cost of Removal Balance 12/31/16  $                 (394,428,154) 
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Dated January 11, 2017 

 
Question No. 208 

 
Responding Witness:  Christopher M. Garrett 

 
Q-208. Indicate, if known and quantifiable, any anticipated changes in jurisdictional 

allocation factors and the impacts thereof on the rate effective period. 
 
A-208. There are not any known and quantifiable changes. 
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Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 209 

 
Responding Witness:  Valerie L. Scott 

 
Q-209. Provide as complete a breakdown as possible of the expenses billed by affiliates 

to KU included in jurisdictional expense for the years 2014 and 2015. Include 
separately: 

 
a. Labor 

 
b. Employee benefits (by type) 

 
c. Employment taxes 

 
d. Outside services 

 
e. Promotional, institutional and/or corporate advertising 

 
f. Contributions (by entity)  

 
g. Dues to organizations and social clubs (by entity)  

 
h. Affiliate owned or leased aircraft  

 
i. Regulatory costs (list docket no., jurisdictional entity, dates and description)  

 
j. Travel costs  

 
k. Lobbying or politically related activities  

 
l. Miscellaneous. (describe)  

 
A-209. a-l. See attached. 
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EXPENSES BILLED BY AFFILIATES TO KU FOR 2014

Total

Purchased Material - Vendor Direct Ship 326                               

Purchased Material - Waste Disposal (8,605)                          

Recruiting Expenses 30,410                          

Rights Of Way 288                               

Safety Awards 2,874                            

Subscriptions 325,300                        

Telecommunications - Long Distance Calls 297,358                        

Telecommunications - Other 1,173,005                     

Transportation Nonallocated 1,060                            

Utilities 49,622                          

Utilities - Gas And Electricity 8,547                            

Utilities - Sewer 181                               

Utilities - Water 9,119                            

Vehicles/Equipment 694,354                        

Warehouse - Generation - LGE 1,171,151                     

Warehouse - Plant - KU 67,204                          

Warehouse - T&D - KU (432)                             

Warehouse - Transmission And Distribution - LGE (113,048)                      

Warehouse Material 25                                 

Warehouse Material -  Salvage (21,834)                        

Warehouse Material - Returned (332,055)                      

Warehouse Overheads - Generation - LGE 192,309                        

Warehouse Overheads-Materials - Plant 874                               

Total Miscellaneous 245,610,417                 

Grand Total 381,983,765                 
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a. Labor 61,789,445$        

b. Employee Benefits

    Medical Insurance 7,527,188            

    401K 2,713,020            

    Other Off Duty 620,831               

    Workers Comp 150,525               

    Holiday 2,817,078            

    Dental Insurance 373,302               

    Team Incentive Award 9,581,535            

    Fasb 106 (Opeb) Service Cost Expense 1,490,711            

    Group Life Insurance 307,235               

    Long Term Disability Insurance 338,536               

    Fasb 112 (6,813)                 

    Vacation 5,170,374            

    Sick 1,611,474            

    Pension Service Cost Expense 10,270,290          

    Retirement Income 828,825               

    Other Benefits 487,746               

    Education/Training - Tuition Reimbursement 260,755               

    Misc Benefits Not On Burden Schedule 22,693                 

Total Employee Benefits 44,565,307          

c. Employment Taxes 5,668,856            

d. Outside Services 36,115,007          

e. Promotional, Institutional and/or Corporate Advertising 1,511,998            

f. Contributions None

g. Dues

ABIH CIH 78                        

ACCCE 38,923                 

ACFE 412                      

AEE 407                      

AICPA 6,187                   

AIHA 286                      

Air & Waste Management 254                      

Alliance of Hazardous Materials Professionals 56                        

Alpha Resources 2,186                   

Amazon Prime 109                      

American Bar Association 2,649                   

American Chemical Society 104                      

American Coal Ash Association 7,800                   

American Coal Council 1,456                   

American College of SP 62                        

American Payroll Association 110                      

American Psychological Association 124                      

American Society of Civil Engineers 172                      

American Society of Engineers 89                        

American Society of Mechanical Engineers 136                      

American Society of Safety Engineers 911                      

APA 110                      

APICS Ecommerce 180                      

ARIN 150                      

ARMA International 103                      
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ASHRAE 131                      

Association for Financial Professionals 262                      

Association of Corporate Counsel 355                      

Association of Energy 250                      

ASTD 115                      

ATD 111                      

AWS 392                      

BCSP CSP 93                        

Better Business Bureau 2,072                   

Bluegrass Kiwanis Club 100                      

Board of Certified Safety Professionals 80                        

Boston College 2,650                   

Bullitt County Chamber 610                      

Business Diversity Network 464                      

Campbellsville Chamber Of Commerce 120                      

Carbon Sequestration Council 12,600                 

Caucus 461                      

Certified Fraud Examier 98                        

CFA 245                      

CGMA 133                      

Chamber Of Commerce Campbellsville 100                      

Chamber Of Commerce Marion Co 400                      

Chartwell Inc 13,090                 

CISSP 85                        

Coal Utilization Research Council 7,800                   

Commercial Property Association Of Lexington 200                      

CompTIA Continuing Education Fees 74                        

CPA Designation 123                      

Customer Experience Professionals Association 105                      

DC Bar Association 225                      

Donors Forum of Kentuckiana 212                      

Downtown Henderson Partnership 70                        

DRI 96                        

Edison Electric Institute 28,409                 

Energy and Mineral Law 1,041                   

Energy Bar Association 479                      

EPRI 1,883,999            

ERCC 25,674                 

EU-HRMG 1,000                   

Financial Executives 384                      

Financial Executives International 248                      

Forensic CPA Society 80                        

HBAL 42                        

HTCIA 28                        

ICN 398                      

IEDC 374                      

IEEE 4,569                   

IIBA 635                      

Illinois State Bar Association 183                      

INCPA 214                      

Information Security Consortium 43                        
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Information Systems Sercurity 518                      

Infragard Kentucky 30                        

Institute for Supply Management 457                      

Institute of Certified Management 576                      

Institute of Hazardous Materials Management 63                        

Institute of Internal Auditors 2,197                   

International Association of Admin Professionals 109                      

International Facility 466                      

International Womens Forum 530                      

IRWA 1,509                   

ISACA 1,168                   

ISC 128                      

ISMLOU 241                      

ISS 65                        

ISSA 130                      

ITDS 50                        

KAPS 129                      

KBA 35                        

KCHMM 42                        

Kentucky Association for Economic Development 81                        

Kentucky Association of Manufacturers 3,780                   

Kentucky Bar Association 3,706                   

Kentucky Board of Accountancy 54                        

Kentucky Chamber of Commerce 29,383                 

Kentucky Coal Association 895                      

Kentucky Defense Counsel 80                        

Kentucky Derby Festival Foundation 610                      

Kentucky Derby Museum 265                      

Kentucky Industry Liaison Group 80                        

Kentucky Press Association 476                      

KPMI 80                        

KY Accountancy 165                      

KY Association for Economic Development 84                        

KY Association of Manufactures 8,400                   

KY State Board of Licensure for Professional Engineers 179                      

KY Water & Wastewater Operators Association 18                        

KYBOELS 1,020                   

KYCPA 6,788                   

Leadership Kentucky 416                      

Leadership Louisville Center 1,624                   

Lexington Coal Exchange 237                      

Louisville Apartment Association 188                      

Louisville Association of Paralegals 28                        

Louisville Bar Association 1,232                   

Louisville Chapter of the Association for Energy Economics 16                        

Louisville Employee Benefits Council 1,578                   

LSHRM 141                      

Meeting Professionals 195                      

Midwest Coal Ash Association 260                      

Midwest Energy Efficiency 8,075                   

MISO 550                      
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NACT 1,161                   

NAESB 4,848                   

NAFT 12,432                 

NAPCP 223                      

NARUC 281                      

National Coal Council 6,240                   

NBMBAA 118                      

NBPHE 48                        

NCCI 312                      

NERC PCGC 4,483                   

NSPE/KSPE 180                      

Oracle Applications 434                      

Organization Development 113                      

Payroll Professionals of Kentuckiana 13                        

PHR 77                        

PMI 80                        

PMI/KIPMI 85                        

PMP 249                      

Power Monitors Inc 67                        

Professional Engineers 99                        

Project Management Institute 844                      

ProPurchaser 1,215                   

Public Relations Society of America 312                      

Quest 498                      

Rotary Club Of Louisville 689                      

SAP User Group - ASUG 1,932                   

SAPAA 281                      

SERC 362                      

SERTP 6,758                   

SHRM 287                      

Society of Depreciation 76                        

Society of Professional Journalists 42                        

Society of Women Engineers 57                        

Source Evaluation Society 10                        

Southeastern Electric Exchange 8,239                   

Southern Coals Conference Inc 78                        

Sungard Relius 363                      

Thomson West 2,154                   

Toast Masters 72                        

Tri-State (KOI) Regional User Group 100                      

TSMSDC 1,125                   

Ultility Communications 392                      

University of Missouri 5,400                   

USAEE 23                        

Utilities Telecom Council 7,125                   

Utility Economic Development 413                      

Vibration Institute 50                        

Virginia State Bar 258                      

VMUG 480                      

Waterways Council Inc 5,798                   

Web Network Solutions 3,052                   
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Western Kentucky Coal Assn 357                      

World Trade Center 640                      

WSI Corporation 788                      

Total Dues 2,215,698            

h. Affiliate Owned/Leased Aircraft None

i. Regulatory Costs

Docket No. ER-13-2428-000; EL-5-000, FERC, 2013-2015, Municipal 

FERC Rate Case 153,983               

ER-14-2505-000; EL 14-102-000; EL 15-20, FERC, 7/25/14, KU v. 

Departing Municipals - CWIP Proceeding. 21,109                 

PUE-2015-0063; VSCC, 6/30/15 to 1/13/16, Virginia Rate Case 2015 162,094               

Total Regulatory Costs 337,187               

j. Travel Costs 1,631,978            

k. Lobbying or Politically Related Activities None

l. Miscellaneous

Bank Service Fees 277,650               

Cellular/Paging Services 758,569               

Computer Custom Software Or Services/Mtce - Nontaxable 5,641,136            

Computer Hardware Mtce - Nontaxable 1,375,480            

Computer Hardware Purchases - Taxable 4,874                   

Computer Prewritten Software Or Upgrades/Updates Mtce - Taxable 2,724,191            

Computer Software Purchases - Taxable 105,203               

Customer Incentive Programs 500                      

Depreciation 472,472               

Education & Training - Course Fees 1,056,833            

Employee Moving Expense 110,454               

Employee Recognition (1,729)                 

Fees, Permits & Licenses 339,978               

Franchise/Property/License Tax 32,582                 

Freight - Other 227,781               

Insurance 738,597               

Lease/Rental - Buildings 1,899,788            

Lease/Rental - Other 172,004               

Lease/Rental - Parking 388,487               

Lease/Rental Vehicles And Equipment 4,474                   

Lease/Rental-Office Equip 2,821                   

Meal Allowance - Fully Deductible (14)                      

Meals - Fully Deductible 604,057               

Meals /Enter- Partially Deductible 378,057               

Mercury Mitigation 1,576,133            

Office and Administrative Services 1,195,801            

Postage 2,546,765            

Power Transactions 39,030,640          

Purchased Materials (3,692)                 

Purchased Materials- Ammonia 837,960               

Purchased Materials- Chemicals 471,493               

Purchased Materials- Coal 64,771,505          

Purchased Materials- Computer Hardware Purchases 159,114               

Purchased Materials- Computer Software Purchases 31,224                 

Purchased Materials- Diesel (Used In Equip) 126,471               

Purchased Materials- Fuel Oil 1,863,436            
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Purchased Materials- Gas 85,372,028          

Purchased Materials- Gasoline 23,319                 

Purchased Materials- Lime (Reagent) 28                        

Purchased Materials- Limestone 1,191,584            

Purchased Materials- Liquid Hydrogen / Gases 126,172               

Purchased Materials- Lubricants 83,619                 

Purchased Materials- Office Supplies/Equipment/Furniture 645,114               

Purchased Materials- Other 3,880,130            

Purchased Materials- PC Software Purchases 122                      

Purchased Materials- Protective Clothing 142,491               

Purchased Materials- Safety Supplies 154,416               

Purchased Materials- Small Tools 99,156                 

Purchased Materials- SO3 Sorbent Injection 2,049,940            

Purchased Materials- Spare Parts 59,371                 

Purchased Materials- Waste Disposal (18,681)               

Real Estate 5,000                   

Recruiting Expenses 51,345                 

Rights Of Way 175                      

Safety Awards 32,221                 

Subscriptions 457,051               

Telecommunications - Long Distance Calls 260,303               

Telecommunications - Other 1,104,617            

Transportation - Nonallocated 71                        

Transportation & Motorized Equip - Other 64                        

Utilities 145,209               

Vehicles/Equipment 660,001               

Warehouse - Generation 1,496,393            

Warehouse - Plant 166,080               

Warehouse - T&D 4,759                   

Warehouse - Transmission And Distribution (30,020)               

Warehouse Material 36                        

Warehouse Material - Inventory Physical Adjustments (250)                    

Warehouse Material - Returned (458,447)             

Warehouse Overheads - Generation - LGE 270,883               

Warehouse Overheads-Materials - Plant 2,461                   

Total Miscellaneous 227,897,855        

Grand Total 381,733,330        



 
 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 210 

 
Responding Witness: Gregory J. Meiman  

 
Q-210. Provide a copy of all incentive compensation/bonus plans and provide the level 

of related bonus payments included in cost of service. 
 
A-210. See attached.  See also the response to KIUC 1-18. 
 
 



 

TEAM INCENTIVE AWARD (TIA) PLAN 
 
 

 
 

 
  
 

 Corporate Safety 
 
Customer Satisfaction 
 
Cost Control 
 
Customer Reliability 

    

 Individual and Team 
Effectiveness  

  
   

  
 
 
 

  

 

 
 
 

Eligible employees participate in the LG&E and KU Team 
Incentive Award (“TIA”).  The TIA focuses employee 
efforts on customer and business goals and rewards 
employees for achieving those goals.  The TIA provides an 
opportunity for eligible employees to share in the added 
value they create through superior performance. 

TIA 
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TIA AND BUSINESS STRATEGY 
 
The company realizes the wealth that exists in 
the abilities of its people. The challenge is to 
become the best in our competitive market 
through each individual using his or her talents 
combined with other team members to make it 
happen. The TIA Plan plays a key role in 
assisting the company in focusing employees on 
customer and business goals as well as providing 
employees with a program that can increase their 
individual compensation. 
 
The TIA was developed to motivate and direct 
employees toward the achievement of strategic 
goals. It also assists with attracting and retaining 
skilled personnel by providing competitive 
compensation commensurate with their talents, 
cooperation and contribution. 
 
There are several basic TIA concepts: 
 
• There is a focus on the cooperative spirit of 

all employees working together as a team. 
 
• Risk-taking, embodied in initiative, fresh 

perspectives and innovative solutions, is 
encouraged and rewarded. 

 
• The plan is designed to motivate and 

improve the individual performance of all 
employees. 

 
• Incentive award levels vary depending on 

the employee’s base salary, position and 
performance. The TIA represents “pay at 
risk.” The relationship of the target awards 
to salary reflects that employees who have 
increasing responsibility for customer and 
business performance, as reflected in higher 
salaries, generally have higher amounts of 
individual compensation tied to that 
performance. 

 
With these concepts in mind, the TIA was 
designed: 
 
• To promote the achievement of the 

company’s objectives.  
 
• To attract, motivate and retain employees. 
 
 
 
 
 
 

TIA PLAN 
 
Key elements of the TIA are as follows: 
 
1.  Participants include all active full-time and regular, 

part-time salaried employees, IBEW 2100 
employees and KU hourly and bargaining unit 
employees. 

 
2. All TIA participants have Target Awards based on 

the following: 
 
Target Award Participation 
 
Non-Exempt           6% of annual earnings 
 
Exempt: 

Individual Contributors   9% of base salary 
 
Managemrsent     14% of base salary  

 
 
3.    Performance objectives are established annually to 

support the customer and business strategies. The 
size of the awards depend upon the degree to which 
these objectives are achieved.  

 

4.  Exempt employees with salary changes during the 
year will have their awards calculated in accordance 
with the amount of time they work under each 
respective base salary.  

 

5.  Total annual earnings, including overtime, are used 
in calculating the earned awards for all regular non-
exempt and hourly full- and part-time employees. 
Prior TIA awards are excluded from total annual 
earnings to calculate earned awards. 

  

6.    Earned TIA Awards will be paid in cash within 90 
days of the completion of the calendar-based annual 
performance period. 

 

7.    Compensation from the TIA is included in 
calculating benefits under the Company’s 
Retirement (except for the KU Retirement Plan) and 
401(k) Savings Plan. 

 

8. This plan in no way creates a contract of 
employment for any duration. The company has full 
and final discretion with respect to the interpretation 
and application of this plan. The Company reserves 
the right to modify or terminate this plan in its sole 
discretion. This plan document supersedes any prior 
plan document relating to the TIA. 

 
 
 
 
 

Target Award Participation 
 
     Non-Exempt & Hourly 6% of annual earnings 
 
     Exempt 

Individual Contributors 9% of base salary 
 

Managers  14% of base salary  
 
Senior Managers 25% of base salary 
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ELIGIBILITY 
All active, regular full- and part-time salaried 
employees, IBEW 2100 employees and KU 
hourly and bargaining unit employees, who have 
at least one month continuous service and are on 
the payroll on December 31 of the performance 
year, are eligible for a TIA.  Employees who 
become disabled, die or retire during the 
performance year will be eligible for a prorated 
award. Disability, for purpose of this plan, means 
that the employee is eligible for the receipt of 
benefits under the Long Term Disability Plan. 
Retire means that the employee is eligible to 
retire under the terms of a company sponsored 
retirement plan.   Employees who join the 
company during the performance year, who have 
at least one month continuous service, and are on 
the payroll on December 31 will also be eligible 
for a prorated award. Employees incurring 
unpaid work days during the performance year 
may experience a proportionate reduction in their 
TIA. 

 
INDIVIDUAL PERFORMANCE 
OBJECTIVES 
 
The individual performance objective links 
individual performance to the TIA award. The 
individual performance objective can be 
combined with performance objectives for small 
teams as well as with key objectives from the 
Performance Excellence Process. Individual 
performance objectives should align with, and 
support, strategic customer and business goals to 
drive performance. 

 TIA COMMUNICATION 

TIA performance results for customer, business and 
operational performance measures are communicated 
through the Company’s internal communications to 
provide information concerning performance. Final TIA 
performance results are approved following the 
completion of the performance period and are 
communicated through the Company’s internal 
communications. 
 
CONCLUSION 
 
The Team Incentive Award Plan is designed to 
strengthen the connection between pay and performance. 
It will direct a portion of total pay to awards based on 
customer, business, operational and individual 
achievements. The TIA focuses eligible salaried and 
hourly employees’ attention on the company’s business 
goals. 
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TIA CALCULATION 

 
TIA CALCULATION EXAMPLE 

 
 
 
 
 
 
 
 
 
 
 

 

 
 
 

 
 
 

Step 1:  Target Award % x Annual Base Pay Earnings = Target Award 
 

Step 2:  Target Award x Corporate Safety Weighting x Performance % = Corporate Safety Award 
 
Step 3:  Target Award x Customer Satisfaction Weighting x Performance % = Customer Satisfaction Award 
 
Step 4:  Target Award x Cost Control Weighting x Performance % = Cost Control Award 
 
Step 5:  Target Award x Customer Reliability Weighting x Performance % = Customer Reliability Award 
 
Step 6:  Target Award x Individual or Team Weighting x Performance % = Individual or Team Award 
 

    Step 7:  Corporate Safety Award + Customer Satisfaction Award + Cost Control Award 
 + Customer Reliability Award + Individual or Team Award = Total TIA Award 

Annual Base Pay Earnings = $40,000 
Target Award Percent = 9% 
Corporate Safety Performance % = 105% 
Customer Satisfaction Performance % = 110% 
Cost Control Performance % = 100% 
Customer Reliability Performance = 110% 
Individual or Team Performance % = 105% 
 
Step 1: 9% x $40,000 = $3,600 Total Award 
 
Step 2: $3,600 x 15% x 105% = $567 Corporate Safety Award 
 
Step 3: $3,600 x 15% x 110% = $594 Customer Satisfaction Award 
 
Step 4: $3,600 x 15% x 100% = $540 Cost Control Award 
 
Step 5:  $3,600 x 15% x 110% = $594 Customer Reliability Award 
 
Step 6:  $3,600 x 40% x 105% = $1,512 Individual or Team Award 
 
Step 7:  $567 + $594 + $540 + $594 + 1,512 = $3,807 Total TIA Award 

TIA FORMULA 
The TIA calculation formula is shown below, along with an example of a potential award.  In this example, note the 
participant’s salary is $40,000 and the target award is 9%. 
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KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 211 

 
Responding Witness: Gregory J. Meiman  

 
Q-211. Has the Company considered reducing the amount of post-retirement health care, 

dental and life insurance coverage? If yes, provide details of any proposed 
reductions. If no, provide an explanation of why not. 

 
A-211.  Post-Retirement Medical 

The company reduced the amount of post-retirement medical coverage for 
employees hired or rehired after 1/1/06. 
• Future retirees, age 55 with at least 10 years of service, with a hire or rehire 

date on or after 1/1/06 are eligible for a retiree premium account that is 
credited with a one- time contribution credit equal to $2,500 multiplied by the 
retiree’s full years of service after age 45, but not to exceed $37,500.   In 
addition, for the retiree’s dependents, a separate premium account equal to 
fifty percent of the retiree’s premium account is provided.   Retirees can use 
the premium account to pay for the full cost or partial cost for retiree medical 
coverage, however when the premium account is depleted, the retiree pays 
the full monthly cost of the retiree medical coverage. 

• Future retirees, age 55 with at least 10 years of service, with a hire or rehire 
date before 1/1/06 are eligible to receive a monthly premium credit.   The 
retiree pays the difference between the monthly premium cost of the medical 
coverage and the monthly premium credit. The premium credit is based on 
the retiree’s attained age: 

Retiree’s 
Attained 
age 

Retiree 
Premium 
Credit 

Dependent 
Premium 
Credit 

55 and 62 $210 $100 
62 and 65 $500 $100 
65 and older $210 $100 

• Retirees who retired prior to 1/1/17 under the premium credit basis continue 
on the premium credit basis under similar plan provisions in effect at their 
retirement.  
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• KU retirees who retired prior to 1/1/2000 continue on similar plan provisions 
in effect at their retirement.  

Post Retirement Dental 
Other than COBRA, post-retirement dental is not offered. 
 
Post Retirement Life 
The company reduced the amount of post retirement life insurance for salaried 

LG&E and all KU employees who retired after 1/1/00. 
• If retiring after 1/1/00, eligible retirees (age 55 with at least 10 years of 

service) are entitled to 1 times their basic annual salary with a $100,000 
maximum benefit.  At age 65, the retiree life benefit reduces to 50%, with a 
$50,000 maximum benefit.  At age 70, the retiree life benefit reduces to a 
$10,000 death benefit. 

 
 

 
 

 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 212 

 
Responding Witness:  Christopher M. Garrett 

 
Q-212. List each athletic and employee association to which the Company contributes 

and the associated amounts for the test year and preceding year. State how the 
Company has treated these expenses for ratemaking purposes in the test year. 

 
A-212. The phrase “athletic and employee association” is vague and undefined.  To the 

extent the Attorney General seeks information about expenses for organization 
memberships, marketing, advertising, and employee parties, outings, and gifts, 
see Tab 59 of the Filing Requirements. Rate recovery information for those 
expenses is also found at Tab 59. 

 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 213 

 
Responding Witness:  John K. Wolfe 

 
Q-213. List all Company owned automobiles, other than service vehicles, and state the 

Company's policy for charging employees for the personal use of these 
automobiles and the Company policy of reporting the personal usage of these 
automobiles for Federal income tax purposes. 

 
A-213. See attached list of Company owned vehicles. 
 

The Company's Vehicle and Equipment (V&E) policy establishes that Company 
vehicles are not intended for employee's personal use.  The V&E policy also 
establishes that assigned take home vehicles shall not be used for personal 
purposes other than for commuting or de minimis personal use.  
  
The Company adheres to the Internal Revenue Service (IRS) Commuting Rule 
for non-control employees and Lease Value Rule for control employees when 
reporting taxable benefits.     
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EquipmentIDCompany Year Make Model Owned

2954 KU 2001 FORD F-250 4X2 OWNED

7672 KU 2016 FORD F-250 FF 4X4 OWNED

7673 KU 2016 FORD F-250 FF 4X4 OWNED

7674 KU 2015 FORD F-150 FF 4X4 OWNED

2506 KU 1995 FORD F-150 4X2 OWNED

2946 KU 2000 FORD F-250 4X4 OWNED

5487 KU 2008 FORD ESCAPE 4X4 OWNED

6133 KU 2011 FORD F-250 FF 4X4 OWNED

6569 KU 2010 FORD RANGER 4X4 OWNED

7630 KU 2008 FORD RANGER 4X2 OWNED

7631 KU 2010 FORD F-150 4X2 OWNED

7632 KU 2010 FORD F-150 4X2 OWNED

7644 KU 2007 FORD F-150 FF 4X4 OWNED

7646 KU 2012 FORD F-250 4X4 OWNED

7664 KU 2015 FORD EXPLORER FF 4X4 OWNED

7676 KU 2015 FORD F-150 FF 4X2 OWNED

7677 KU 2015 FORD F-150 FF 4X2 OWNED

7678 KU 2015 FORD F-150 FF 4X2 OWNED

7904 KU 2005 FORD F-250 4X4 OWNED

7910 KU 2006 CHEVY SILVERADO 4X4 OWNED

7917 KU 2008 CHEVY SILVERADO 4X4 OWNED

7918 KU 2008 CHEVY SILVERADO 4X2 OWNED

7931 KU 2010 FORD RANGER 4X4 OWNED

7942 KU 2014 FORD F-150 FF 4X4 OWNED

7637 KU 2010 FORD ESCAPE 4X4 OWNED

7680 KU 2016 FORD EXPLORER FF 4X4 OWNED

7681 KU 2016 FORD EXPLORER FF 4X4 OWNED

7691 KU 2017 FORD EXPLORER FF 4X4 OWNED

7692 KU 2017 FORD F-150 FF 4X4 OWNED

7693 KU 2017 FORD F-150 FF 4X4 OWNED

2846 KU 1998 FORD F-150 4X4 OWNED

2920 KU 2000 FORD RANGER FF OWNED

2933 KU 2000 FORD F-150 4X4 OWNED

2936 KU 2000 FORD F-150 4X4 OWNED

2939 KU 2000 FORD F-150 4X4 OWNED

2942 KU 2000 FORD F-250 4X4 OWNED

2944 KU 2000 FORD F-250 4X4 OWNED

2995 KU 2002 FORD F-150 4X4 OWNED

5665 KU 2005 FORD F-250 4X2 OWNED

5782 KU 2006 FORD F-150 4X4 OWNED

6519 KU 2010 FORD RANGER 4X4 OWNED

7616 KU 2006 FORD EXPLORER 4X4 OWNED

7633 KU 2011 CHEVY 1500 4X4 OWNED

7634 KU 2010 CHEVY 1500 OWNED

7647 KU 2013 FORD ESCAPE 4X4 OWNED

7652 KU 2014 FORD EXPLORER 4X4 OWNED

7666 KU 2014 CHEVY 1500 4X4 OWNED

7667 KU 2015 CHEVY SILVERADO FF 4X OWNED

7668 KU 2012 FORD F-150 FF 4X4 OWNED

7671 KU 2015 FORD F-150 4X4 OWNED
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7679 KU 2015 CHEVY 1500 4X4 OWNED

7903 KU 2005 FORD F-250 4X4 OWNED

7915 KU 1998 FORD F-250 4X2 OWNED

7916 KU 2004 FORD F-250 4X2 OWNED

7921 KU 2009 CHEVY 1500 4X4 OWNED



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 214 

 
Responding Witness:  Robert M. Conroy 

 
Q-214. Does the Company maintain any recreational sites for the use of the public and/or 

Company employees? If so: 
 

a. Identify each site and the type of recreational facility. 
 

b. State whether each site is for public use or exclusively for employee use. 
 

c. For each site identified in (a) above, state the amount of expense incurred 
during the test year to maintain it. 

 
A-214. No. 
 



 

 

KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 215 

 
Responding Witness:  Christopher M. Garrett 

 
Q-215. For the base year list all payments made for employee gifts, employee awards, 

employee luncheons and dinners, employee picnics and all other similar type 
items. For each, list the dollar amount paid, the payee, the account charged and 
state the purpose. Provide copies of invoices which exceed $5,000. 

 
A-215. See attached. Only those expenses associated with safety recognition are included 

in cost of service as provided on Schedule F-3 at Tab 59 of the filing 
requirements.



Month Vendor Name Amount
Jul-2016 CABELLA'S 41.33           
Aug-2016 PFG*PROFORMA 256.01        
Jul-2016 AMAZON.COM 25.10           
Jul-2016 WM SUPERCENTER 134.61        
Jul-2016 WM SUPERCENTER 59.23           
Jun-2016 THE CABIN DELI & TREASURE- SAFETY MEETING 172.00        
Apr-2016 MARKET PLACE 107.00        
Apr-2016 MADISONVILLE RURAL KING 56.82           
Jun-2016 FOOD GIANT- SAFETY MEETING 42.59           
Apr-2016 CRACKER BARREL- SAFETY MEETING 165.99        
May-2016 AMAZON.COM 150.00        
May-2016 AMAZON.COM 89.25           
Jul-2016 DICK'S CLOTHING&SPORTING 25.00           
Apr-2016 DICK'S SPORTINGGOODS 50.00           
Jul-2016 DILLARD'S 387 FAYETTE MAL 25.00           
Jul-2016 KROGER 225.00        
Apr-2016 KROGER 275.00        
May-2016 MORRIS PROMOTIONAL 1,272.43     
May-2016 MORRIS PROMOTIONAL 717.00        
May-2016 MORRIS PROMOTIONAL 116.86        
May-2016 MORRIS PROMOTIONAL 81.15           
Jul-2016 PFG*PROFORMA 124.50        
Jul-2016 PFG*PROFORMA 107.59        
Jul-2016 ROSS STORES 25.00           
Jun-2016 THE TROPHY HOUSE OF OHIO 940.49        
Jul-2016 WM SUPERCENTER 250.00        
Apr-2016 WM SUPERCENTER 250.00        
Apr-2016 WM SUPERCENTER 325.00        
Jul-2016 WM SUPERCENTER 325.00        
Various months safety costs allocated from LG&E 9,427.69     
September 2016 to February 2017 forecasted vendor details not applicable 16,237.36   
Total Safety Recognition 32,100.00   

KENTUCKY UTILITIES COMPANY
Case No. 2016-00370

Response to Attorney General’s Initial Requests for Information 
Safety Awards

Attachment 1 to Response to KU AG1 Question No. 215 
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KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 216 

 
Responding Witness: Counsel 

 
Q-216. Identify all expenses incurred during the test year for athletic events, tickets, sky 

boxes and all sporting activities. 
 

a. Specifically identify the activity and dollar amount. 
 

b. Provide copies of paid vouchers and invoices supporting these expenditures. 
 
A-216. See the Company’s objection filed on January 20, 2017. 
  



Response to Question No. 217 
Page 1 of 4 

Meiman 
 

 

   KENTUCKY UTILITIES COMPANY 
 

CASE NO. 2016-00370 
 

Response to Attorney General’s Initial Data Requests for Information  
Dated January 11, 2017 

 
Question No. 217 

 
Responding Witness:  Gregory J. Meiman 

 
Q-217. List all steps the Company has taken to reduce the cost of medical insurance. 
 

a. Does the Company's insurance coverage require a coordination of benefits 
and, if so, how does it function? 

 
b. Does the Company plan require a co-pay percentage by the employee? If so, 

what is the percentage and has it increased over the past three years? State the 
various levels over the past three years. 

 
A-217.  

a. Yes.  All benefits provided under the medical plan are subject to coordination 
of benefits, except prescription drug benefits.  

 
When the participant is covered by another group plan in addition to the 
company’s medical plan, our medical plan will follow coordination of 
benefit rules to determine which plan is primary and which is secondary.  
For dependent children, the Birthday Rule applies.   

 
b. Under the Standard PPO medical option, employees pay a co-insurance 

percentage for the following benefit provisions. 
 

Standard PPO option 2015 2016 2017 
Annual Deductible In-network:  

$400 per individual, $800 
per family 

 
Out-of-network: 
 $800 per individual, 

$1,600 per 
family. 

In-network:  
$400 per individual, $800 

per family 
 
Out-of-network: 
 $800 per individual, 

$1,600 per 
family. 

In-network:  
$600 per individual, 

$,1200 per family 
 
Out-of-network: 
 $1,200 per individual, 

$2,400 per 
family. 

• Hospital Services 
• Emergency 

Room 
• Outpatient 

Surgery, 

In-network:  
Employee pays 20% of the 

allowable amount 
after the 
deductible. 

In-network:  
Employee pays 20% of the 

allowable amount 
after the 
deductible. 

In-network:  
Employee pays 20% of the 

allowable amount 
after the 
deductible. 
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MRA/MRI, PET 
Scans and CAT 
scans  

• Mental Health 
and Substance 
Abuse In-patient 

• Cardiac 
Rehabilitation 

• Occupational, 
Physical and 
Speech Therapy 

• Home Care 
Services 

 
Out-of-network:   
Employee pays 40% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 40% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 40% of the 

allowable amount 
after the 
deductible. 

 
Low PPO option 2015 2016 2017 
Annual Deductible In-network:  

$200 per individual, $400 
per family 

 
Out-of-network: 
 $400 per individual, $800 

per family. 

In-network:  
$200 per individual, $400 

per family 
 
Out-of-network: 
 $400 per individual, $800 

per family. 

In-network:  
$300 per individual, $600 

per family 
 
Out-of-network: 
 $600 per individual, 

$1,200 per 
family. 

• Hospital Services 
• Emergency 

Room 
• Outpatient 

Surgery, 
MRA/MRI, PET 
Scans and CAT 
scans  

• Mental Health 
and Substance 
Abuse In-patient 

• Cardiac 
Rehabilitation 

• Occupational, 
Physical and 
Speech Therapy 

• Home Care 
Services 

In-network:  
Employee pays 10% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 30% of the 

allowable amount 
after the 
deductible. 

In-network:  
Employee pays 10% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 30% of the 

allowable amount 
after the 
deductible. 

In-network:  
Employee pays 15% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 35% of the 

allowable amount 
after the 
deductible. 

 
High PPO option 2015 2016 2017 
Annual Deductible In-network:  

$1,200 per individual, 
$2,400 per family 

 
Out-of-network: 

N/A N/A  
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 $400 per individual, $800 
per family. 

• Physician Office 
Services 

• Hospital Services 
• Emergency 

Room 
• Outpatient 

Surgery, 
MRA/MRI, PET 
Scans and CAT 
scans  

• Mental Health 
and Substance 
Abuse In-patient 

• Cardiac 
Rehabilitation 

• Occupational, 
Physical and 
Speech Therapy 

• Home Care 
Services 

• Maternity 
Services 

In-network:  
Employee pays 20% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 40% of the 

allowable amount 
after the 
deductible. 

  

 
High Deductible Health 

Plan Option 
2015 2016 2017 

Annual Deductible N/A 
 

In-network:  
$1,500 per individual, 

$3,000 per family 
 
Out-of-network: 
 $3,000 per individual, 

$6,000 per 
family. 

In-network:  
$2,000 per individual, 

$4,000 per family 
 
Out-of-network: 
 $4,000 per individual, 

$8,000 per 
family. 

• Physician Office 
Services 

• Hospital Services 
• Emergency 

Room 
• Outpatient 

Surgery, 
MRA/MRI, PET 
Scans and CAT 
scans  

• Mental Health 
and Substance 
Abuse In-patient 

 In-network:  
Employee pays 20% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 40% of the 

allowable amount 
after the 
deductible. 

In-network:  
Employee pays 20% of the 

allowable amount 
after the 
deductible. 

 
Out-of-network:   
Employee pays 40% of the 

allowable amount 
after the 
deductible. 
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• Cardiac 
Rehabilitation 

• Occupational, 
Physical and 
Speech Therapy 

• Home Care 
Services 

• Maternity 
Services 
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