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DHM-1 Ratemaking Schedules KU
DHM-2 Ratemaking Schedules LG&E-Electric
DHM-3 Ratemaking Schedules LG&E-Gas
DHM-4 OAG DR to KU 1-85

DHM-5 OAG DR to LGE 1-85

DHM-6 OAG DR to LGE 2-79

DHM-7 PSC DR to KU 2-65 (electronic files)
DHM-8 PSC DR to KU 1-13 (partial)
DHM-9 PSC DR to LGE 2-75 (electronic files)
DHM-10  PSC DR to LGE 1-13 (partial)
DHM-11  OAG DR to LGE 1-55

DHM-12  OAG DR to LGE 1-57

DHM-13  Louisville Metro DR to LGE 2-38
DHM-14 PSC DR to KU 1-21

DHM-15  OAG DR to KU 2-77

DHM-16  OAG DR to KU 1-64

DHM-17 OAG DR to KU DR 2-21
DHM-18 LFUCG DR to KU 1-58

DHM-19  PSC DR to KU 3-27

DHM-20 PSC DR to LGE 3-26

DHM-21 KIUC DR to KU 1-60

DHM-22 KIUC DR to LGE 1-52

DHM-23  OAGDR to KU 1-114

DHM-24  OAG DR to LGE 1-114

DHM-25  OAG DR to LGE 1-81

DHM-26  OAG DR to KU 1-81

DHM-27 OAG DR to KU 1-92

DHM-28  OAG DR to LGE 1-92

DHM-29  OAG DR to KU 1-91

DHM-30 OAG DR to LGE 1-91

DHM-31 OAG DR to KU 1-98 (partial)
DHM-32  OAG DR to LGE 1-98 (partial)
DHM-33  OAG DR to KU 2-63

DHM-34  OAG DR to LGE 2-63

DHM-35 OAG DR to KU 1-78

DHM-36 OAG DR to KU 2-52

DHM-37 OAG DR to LGE 1-78

DHM-38  OAG DR to LGE 2-52

DHM-39  OAG DR to KU 1-84

DHM-40  OAG DR to LGE 1-84

DHM-41  PSC DR to KU 3-23

DHM-42  PSC DR to LGE 3-21

DHM-43  OAG DR to KU 1-73

DHM-44  OAG DR to LGE 1-73

DHM-45 OAG DR to KU 1-21

DHM-46  OAG DR to KU 1-9
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Excerpt from Accounting for Public Utilities
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STATEMENT OF QUALIFICATIONS AND PURPOSE OF TESTIMONY

Q. Please state your name, by whom you are employed, and your business address.
A. My name is Donna Hubler Mullinax. I am employed by Blue Ridge Consulting Services,

Inc. (“Blue Ridge”). My business address is 114 Knightsridge Road, Travelers Rest,

South Carolina 29690.
Q. Please summarize your education and professional work experience.
A. I graduated with honors from Clemson University with a Bachelor of Science in

Administrative Management and a Master of Science in Management. I am a Certified
Public Accountant (CPA) licensed in South Carolina, a Certified Internal Auditor (CIA),
a Certified Financial Planner (CFP), and a Chartered Global Management Account
(CGMA) designation holder. I am a member of the South Carolina Association of
Certified Public Accountants, the American Institute of Certified Public Accountants, and
the Institute of Internal Auditors.

I have over 39 years of professional experience and have been a utility industry
consultant for the last 24 years. My consulting assignments include numerous rate cases
filed by public utilities and litigation support for various construction claims. Other
project experience includes management, financial, and compliance audits, due diligence
reviews, prudence reviews, and economic viability and financial studies. I have worked
with public service commissions, attorneys general, and public advocates in Arizona,
Colorado, Connecticut, Delaware, District of Columbia, Hawaii, Illinois, Maryland,

Massachusetts, Michigan, Missouri, Nebraska, New Hampshire, New York, North
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Dakota, Ohio, Oregon, Pennsylvania, and Utah. I have included a description of my

qualifications as Attachment 1.

On whose behalf are you testifying?

I am presenting testimony on behalf of the Kentucky Office of the Attorney General
(“OAG”), Office of Rate Intervention, Louisville/Jefferson County Metro Government
(“Louisville Metro”) & Lexington-Fayette Urban County Government (“LFUCG”)

(collectively “OAG/Cities”).

What is the purpose of your testimony in this proceeding?

Blue Ridge was retained to assist in the evaluation of the general rate case filings
submitted by Kentucky Utilities Company (“KU”) and Louisville Gas & Electric
Company (“LG&E”), collectively referred to as “Companies.” I was asked to evaluate the
Companies’ applications to determine the reasonableness of the Companies’ proposed
level of revenues in these proceedings. In this testimony, I present my findings regarding
the Companies’ rate base and net operating income at present rates. Based on these
amounts, I have determined the revenues that are required to generate the overall rate of

return based upon the Companies’ current authorized return on equity.

SUMMARY OF RECOMMENDATIONS

Please summarize your recommendations.
I recommend that the Commission increase KU’s base rates by no more than
$56,640,276—a reduction of $55,819,583 compared to its initial requested increase of

$112,459,859.



10

11
12

13

Case No. 2018-00294 Kentucky Utilities Company
Case No. 2018-00295 Louisville Gas and Electric Company
Direct Testimony of Donna Mullinax

I recommend that the Commission reduce LG&E’s electric base rates by at least
$674,271—a reduction of $35,561,756 compared to its initial requested increase of
$34,887,485.

I recommend that the Commission increase LG&E’s gas base rates by no more than
$16,905,530—a reduction of $8,019,344 compared to its initial requested increase of
$24,924,874. These changes would allow the Companies the opportunity to generate an
overall rate of return of 7.18 percent for KU, and 7.24 percent for LG&E based upon the

Companies’ current authorized return on equity of 9.70 percent. My recommendations

are summarized in the following table.

Table 1: Modification to Base Revenues

LG&E
KU Electric Gas
Company's Initial Revenue Request $ 112,459,859 $ 34,887,485 $ 24,924,874
Recommended Adjustment (55,819,583) (35,561,756) (8,019,344)
Maximum Revenue Increase $ 56,640,276 $ (674,271) $ 16,905,530

The following table summarizes my recommended revenue requirement adjustments for

KU and LG&E Electric and Gas.
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Table 2: Summary of the Recommended Adjustments and the Impact on
Rate Base, Operating Income, and Revenue Deficiency

KU LG&E-Electric LG&E-Gas
Recommended Rate of Return 7.18% 7.24% 7.24%
Revenue Conversion Factor 1.33936 1.33790 1.33639
Rate Operating Revenue Rate Operating Revenue Rate Operating Revenue
Adjustment # Description Base Income Deficiency Base Income Deficiency Base Income Deficiency
Effect of Proxy Cost of Capital - - $(20,888,336) - - $(13,190,744) - - $ (4,029,853)
Adjustment 1 Slippage $(21,624,620) $ 474,734 (2,714,991) $(10,460,477) $ 243,174 (1,338,229) $ (3,704,304) $ 60,715 (439,419)
Adjustment2  Uniform Diameter Transmission Line Replacement - - - - - - (9,600,000) - (928,512)
Adjustment 3 Nelson County Line Extension Project - - - - - - (31,619) - (3,058)
Adjustment 4  Plant Held for Future Use (240,853) - (23,157) - - - - - -
Adjustment5  Cash Working Capital (64,490,693) - (6,200,619) (43,534,934) - (4,215,476) (8,996,061) - (870,099)
Adjustment 6  Late Payment Credit - 253,208 (339,136) - 173,410 (232,006) - 73,363 (98,041)
Adjustment 7 Employee Retirement Plans - 1,515,138 (2,029,309) - 1,027,966 (1,375,319) - 324,620 (433,818)
Adjustment 8  Directors and Officers Liability Insurance - 104,168 (139,518) - 73,711 (98,619) - 16,701 (22,318)
Adjustment9  Dues for EEIl and EPRI - 1,842,552 (2,467,834) - 954,402 (1,276,899) - - -
Adjustment 10 Outside Counsel Expense - 331,742 (444,320) - 253,648 (339,357) - - -
Adjustment 11 Credit-Card Rebate - 158,179 (211,858) - 180,023 (240,853) - 2,227 (2,976)
Adjustment 12 Economic Development - 1,255,237 (1,681,209) - 414,263 (554,244) - 328,944 (439,597)
Adjustment 13  Customer Education - 945,630 (1,266,535) - 435,061 (582,070) - 345,459 (461,667)
Adjustment 14 Baseline ECR Beneficial Reuse Operating Expense Credit - 330,220 (442,282) - - - - - -
Adjustment 15 Merger Mitigation Depancaking - 11,333,665 (15,179,814) - 6,737,621 (9,014,288) - - -
Adjustment 16 Amortization of Storm Damage Regulatory Asset - 349,860 (468,587) - 174,244 (233,122) - - -
Adjustment 17 Amortization of State Tax Reform Regulatory Liability - 1,429,418 (1,914,500) - 2,430,103 (3,251,244) - 334,682 (447,264)
Adjustment 18 Interest Synchronization - (442,319) 592,423 - (284,559) 380,713 - (117,690) 157,279
Rounding - (1) 1 - - - 1 1
$(86,356,166)  $19,881,431 $(55,819,583) $(53,995,411) $12,813,068 $(35,561,756) $(22,331,984) $1,369,022 $ (8,019,344)
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COMPANIES’ RATE REQUEST

Q. Please summarize the Companies’ rate request and the impact on ratepayers.

A. The Companies’ applications, filed on September 28, 2018, summarize the proposed

increase in rates and the impact to the average residential customer as follows.

KU proposes an increase in annual revenues of approximately $112 million or 6.9
percent per year compared to the operating revenues for the forecasted test period
under existing electric base rates. The monthly residential-electric-bill increase would
be 8.1 percent, or approximately $9.63, for a customer using 1,139 kWh of electricity.
However, due to the expiration of the Tax Cuts and Jobs Act (TCJA) surcredit, when
base rates go into effect, the total monthly residential electric bill will increase by 11.7
percent, or approximately $13.47.!

LG&E-Electric proposed an increase in annual revenues of approximately $35 million,
or 3.0 percent per year, compared to the operating revenues for the forecasted test
period under existing electric base rates. The monthly residential-electric-bill increase
would be 4.1 percent, or approximately $4.23, for a customer using 917 kWh of
electricity. However, due to the expiration of the TCJA surcredit, when base rates go
into effect, the total monthly residential electric bill will increase by 7.5 percent, or
approximately $7.53.2

LG&E-Gas proposed an increase in annual revenues of approximately $25 million, or
7.5 percent per year, compared to operating revenues for the forecasted test period

under existing gas base rates. The monthly residential gas bill increase would be 8.1

! Case No. 2018-00294, Application dated September 28, 2018, page 4.
2 Case No. 2018-00295, Application dated September 28, 2018, pages 3—4.

5
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percent, or approximately $4.93, for a customer using 54 Ccf of gas. However, due to
the expiration of the TCJA surcredit, when base rates go into effect, the total monthly
residential gas bill will increase by 12.2 percent, or approximately $7.14.°
The requested increases are based on a forecasted test period beginning May 1, 2019, and
ending April 30, 2020.* The Companies are requesting overall rate of returns of 7.56
percent for KU and 7.62 percent for LG&E, which includes a return on equity of 10.42

percent.’

When were the Companies’ current base rates established?

The Companies’ current base rates were established in Case Nos. 2016-00370 and 2016-
00371, based on agreement among the parties and approval, with modifications, by the
Commission on June 22, 2017.

In Case No. 2016-00370, KU requested an increase of $103.1 million, based on a
forecasted test year ending June 30, 2018. Through stipulation, KU was granted an
increase of $54.9 million, effective July 1, 2017. However, in a subsequent order, the
Commission further reduced KU’s net electric revenue increase to $51.58 million.’

In Case No. 2016-00371, LG&E requested an increase to its electric and gas rates
based on a forecasted test year ending June 30, 2018. The requested electric rate increase
was $93.6 million, and the requested gas rate increase was $13.8 million. Through
stipulation, LG&E was granted an increase of $59.4 million in electric rates and $7.5

million in gas rates, effective July 1, 2017.% However, in a subsequent order, the

3 Case No. 2018-00295, Application dated September 28, 2018, pages 4-5.

4 Direct Testimony of Christopher M. Garrett, page 8, lines 6-9.

5 Direct Testimony of Daniel K. Arbough, page 17, lines 8-10 and page 18, line 18.
6 Case No. 2016-00370, Order dated June 22, 2018, pages 1, 8, and 9.

7 Case No. 2016-00370, Order dated June 29, 2017, page 3.

8 Case No. 2016-00371, Order dated June 22, 2018, pages 1, 9, and 10.

6
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Commission further reduced LG&E’s net electric revenue increase to $57.09 million, and

its net gas revenue increase to $6.78 million.’

Q. Does the Companies’ rate request include any other items?

A. In a separate application, the Companies have jointly requested the Commission authorize
the establishment of regulatory liabilities to account for excess accumulated deferred
income taxes (ADIT), created by recent Kentucky state tax reform, and regulatory assets
to accumulate and defer for future recovery the costs incurred to repair damage and restore
electric service following the storms that struck the Companies’ service territories
beginning on July 20, 2018.!° In this proceeding, KU seeks regulatory asset treatment for
$1.9 million in remaining Kentucky jurisdictional inventory values of E. W. Brown
Generating Station (“Brown”) Units 1 and 2.!! The Companies have included the effects

of those requests in their rate requests.

ORGANIZATION OF TESTIMONY

Q. How is the remainder of your testimony organized?
A. In the remainder of my testimony, I present the adjustments made to rate base and

operating income that form the basis of my recommendations.

Q. Are you presenting any exhibits with your direct testimony in this proceeding?
A. Yes. Exhibits DHM-1 (KU), DHM-2 (LG&E-Electric), and DHM-3 (LG&E-Gas) include
my revenue requirements and adjustment schedules for the three utilities. Exhibits DHM-4

through DHM-60 are copies of selected documents I refer to in my testimony.

9 Case No. 2016-00371, Order dated June 29, 2017, page 4.

10 Case No. 2018-00294, Application dated September 28, 2018, page 8, and Case No. 2018-00294, Application
dated September 28, 2018, page 9.

1 Case No. 2018-00294, Application dated September 28, 2018, pages 8-9.

7
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Q.
A.

How are your schedules organized?

My schedules, included in Exhibits DHM-1, DHM-2, and DHM-3, are organized into
summary schedules and adjustment schedules. The summary schedules consist of
Schedules 1, 1.1, 1.2, 1.2.1, 2, 2.1, and 3. The schedules beginning with 3.1 support the
specific adjustments. I am using a similar numbering nomenclature for each utility. I have

labeled the schedules by company—KU, LG&E-E, or LG&E-G.

What is shown on Schedule 1?

Schedule 1 is a summary comparison of each company’s and my computations of the
purported revenue requirement and revenue deficiency. The schedule summarizes the
impact of all my recommended adjustments and reflects the revenue requirement needed
for the company to have the opportunity to earn a rate of return based upon the

Companies’ current authorized return on equity.

What is shown on Schedule 1.1?

Schedule 1.1 provides additional detail by major rate base and operating income
categories and shows how my recommended adjustments are applied to the Companies’
filings to obtain my recommended revenue requirement adjustments and revenue

deficiency.

What is shown on Schedules 1.2 and 1.2.1?

Schedule 1.2 presents the calculation of the gross-up conversion factor. The gross-up
conversion factor grosses up the Income Deficiency (Sufficiency) amount for income
taxes to obtain the Revenue Deficiency amount. The conversion is needed to reflect that

more than one dollar in gross revenue is needed for each dollar of net operating income
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because of the imposition of taxes and other items that are affected by my recommended
revenue deficiency (such as for bad debt expense and assessments). Schedule 1.2.1
quantifies the effect of my recommended modifications to the Bad Debt Expense

component of the gross-up conversion factor for LG&E-Electric and LG&E-Gas.

Q. What is shown on Schedules 2 and 2.1?

Schedule 2 summarizes the capital structure and cost of capital proposed by the company
and the capital structure and cost of capital from the Companies’ most recent rate cases.
Schedule 2.1 isolates the impact on the revenue deficiency for the difference between each
company’s proposed capital structure and cost of capital and the current approved rate of
return.

Q. What is shown on Schedules 3?

A. Schedule 3 summarizes my adjustments to rate base and operating income (i.e., revenues
less expenses). As I mentioned earlier, the schedules beginning with 3.1 provide
supporting calculations for the adjustments I am recommending.

TEST YEAR

Q. What base period and test period have the Companies used to calculate their
requested increases?

A. The Companies’ requested revenue increases are based on a fully forecasted test period

beginning May 1, 2019, and ending April 30, 2020. The base period is the 12-month
period ending December 31, 2018. The base period consists of six months of actual data
from January 1, 2018, to June 30, 2018, and six months of forecasted data from July 1,

2018, to December 31, 2018. The Companies stated that they expect to file updated

9
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information, any corrections, and the actual data from July 1, 2018, to December 31, 2019,
with the Commission no later than February 14, 2019.!? Therefore, this testimony is being

provided without the opportunity of having reviewed the veracity or reasonableness of the

forecasted data as compared to actual results for the second six months.

Q. What test year did you use in determining the appropriate revenue increase?

I used the same forecasted future test year used by the Companies.

ADJUSTMENTS TO OVERALL REVENUE DEFICIENCY CALCULATION

Effect of Different Cost of Capital

Q. What return on equity (ROE) did the Companies use?
A. The Companies used an ROE of 10.42 percent in determining its weighted cost of capital

as shown in the following table.

12 Direct Testimony of Christopher M. Garrett, page 8, lines 6-16.

10
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Table 3: Companies' Cost of Capital

Kentucky Utilities

Jurisdictional Capital Weighted

Capital Source Adjusted Capital Structure Cost % Cost %
Short-Term Debt 51,047,467 1.25% 3.23% 0.040%
Long-Term Debt 1,882,004,471 45.91% 4.38% 2.01%
Common Equity 2,166,083,945 52.84% | 10.42%| 5.51%
Total 4,099,135,883 100.00% 7.56%

Louisville Gas and Electric Company—Electric

Jurisdictional Capital Weighted

Capital Source Adjusted Capital Structure Cost % Cost %
Short-Term Debt 49,111,557 1.89% 3.25% 0.062%
Long-Term Debt 1,174,033,050 45.27% 4.53% 2.05%
Common Equity 1,370,289,941 52.84% | 10.42%| 5.51%

Total 2,593,434,548 100.00% 7.62%

Louisville Gas and Electric Company—Gas

Jurisdictional Capital Weighted
Capital Source Adjusted Capital Structure Cost % Cost %
Short-Term Debt 14,929,496 1.89% 3.25% 0.062%
Long-Term Debt 356,896,070 45.27% 4.53% 2.05%
Common Equity 416,556,497 52.84% [ 10.42%] 5.51%
Total 788,382,063 100.00% 7.62%
Q. What return on equity did you use in determining the maximum revenue increase

that should be allowed for the Companies?

A. The OAG/Cities are not supporting ROE testimony in these proceeding. Therefore, I have
used a proxy ROE based on the ROE established in Case Nos. 2016-00370 and 2016-
00371. In those cases, the Commission authorized an ROE of 9.70 percent for KU!* and

LG&E.!

Q. Have you calculated the effect on the revenue deficiency for the difference between
the Companies’ proposed cost of capital and that granted by the Commission in the

Companies’ most recent base rate cases?

13 Case No. 2016-00370, Order dated June 22, 2017, page 18.
14 Case No. 2016-00371, Order dated June 22, 2017, page 21.

11



10

11

12

13

14

15

16

Case No. 2018-00294 Kentucky Utilities Company

Case No. 2018-00295 Louisville Gas and Electric Company
Direct Testimony of Donna Mullinax

A.

Q.
A.

Yes. My Schedules 2.1 isolate the effect on the revenue deficiency for the difference

between the Companies’ cost of capital and the current approved return of equity of 9.70

percent. The schedules hold everything except the cost of capital constant. The effects of

the different costs of capital are shown in the following table.

Table 4: Effect of Cost of Capital at Currently Approved Rate of Return

Company Cost of Capital
Cost of Capital at Currently Approved ROE
Difference

Company Cost of Capital
Cost of Capital at Currently Approved ROE
Difference

Company Cost of Capital
Cost of Capital at Currently Approved ROE
Difference

KU
Rate of Revenue
Return Defficiency
7.56% $ 112,663,325
7.18% 91,774,989
_S_(20,888,336)
LG&E-Electric
Rate of Revenue
Return Defficiency
7.62% $ 34,975,012
7.24% 21,784,268
$ (13,190,744)
LG&E-Gas
Rate of Revenue
Return Defficiency
7.62% $ 24,925,739
7.24% 20,895,887
$ (4,029,852)

What is the effect of a ten-basis point change from the 9.7 percent ROE you used?

The effect of a ten-basis point swing from 9.7 percent on the revenue requirements is $2.9

million for KU, $1.8 million for LG&E-Electric, and $0.5 million for LG&E-Gas.

Adjustment to Gross-Up Conversion Factor

Q.

Please explain why a gross-up conversion factor is needed when determining the

revenue requirements.

The use of a gross-up conversion factor is a long-standing practice in calculating the

revenue requirement. The gross-up conversion factor is used to account for the effect of

federal and state income taxes on net operating income. It is applied to the net operating

income deficiency to derive the revenue deficiency. This factor is designed to cover

12
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income taxes, uncollectible accounts expense, and revenue-based fees assessed by the

Commission on the requested revenue increase. !

What is your concern regarding the Companies’ gross-up conversion factor?

Uncollectible account expense is based on a historic five-year average consistent with
what the parties agreed to and the Commission approved in the most recent base rate
case.! KU’s five-year average uncollectible account expense is 0.32 percent.!” LG&E
used a total company uncollectible account expense of 0.18 percent,'® which does not
recognize the difference in uncollectible experience between gas and electric. Based on
the information provided by LG&E, the electric uncollectible five-year experience is
0.208 percent, and gas is 0.095 percent.!® Isolating the effect of the difference in
uncollectible expense results in an increase of the LG&E-Electric revenue deficiency of
$9,131, and a decrease in LG&E-Gas revenue deficiency of $21,751. The calculations are

provided in LG&E-E and LG&E-G Schedules 1.2 and 1.2.1.

Electric Operations’ Revenue Request Rounding

Q.

Please explain the rounding item that reduces the revenue deficiency to derive the
revenue request included on your schedules.

The Companies’ calculated-electric-operations revenue deficiencies are less than the
Companies’ revenue requests. The Companies explained that the difference is due to

rounding in the Solar Share and Electric Vehicle programs shown in their schedules.?’ 1

15 Direct Testimony of Christopher M. Garrett, page 36, lines 1-13.
16 Case No. 2016-00370, Order dated June 22, 2018, page 8 and Case No. 2016-00371, Order dated June 22, 2108,

page 10.

17 OAG DR to KU 1-85 [Exhibit DHM-4].

1 OAG DR to LGE 1-85 [Exhibit DHM-5].

19 OAG DR to LGE 2-79 [Exhibit DHM-6].

20 Direct Testimony of Robert M. Conroy, page 11, line 18—page 12, line 4.
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have reflected the same rounding amounts in my recommended maximum revenue

increases.

ADJUSTMENTS TO RATE BASE

Q. What rate base have the Companies proposed?
KU’s proposed forecasted rate base is $4,045,218,983. LG&E-Electric proposes a rate

base of $2,548,077,150. LG&E-Gas proposes a rate base of $775,283,637.2!

Q. Are you recommending any adjustments to the Companies’ proposed rate base?
A. Yes. I recommend adjustments to the following rate base components:

e Slippage (Adjustment #1)

e Uniform Diameter Transmission Line Replacement (Adjustment #2)

e Nelson County Line Extension Project (Adjustment #3)

e Plant Held for Future Use (Adjustment #4)

e Working Capital (Adjustment #5)

Slippage (Adjustment #1)

Q. Explain the importance of recognizing a slippage adjustment.

A. The Companies used their forecasted capital in the calculation of the requested revenue
deficiency. As part of the capital forecast process, the Companies estimated the level of
capital construction that will be undertaken during the year. Because of delays, whether
they be related to weather or other events, the actual costs of construction will often vary

from the level budgeted. The difference between the actual and budgeted levels is

21 KU and LG&E Schedules B-1.
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reflected in the calculation of a “slippage factor,” which serves as an indicator of the
Companies’ accuracy in predicting the cost of its utility plant additions and when new
plant will be placed in service. The Commission has typically established a slippage factor
by determining the annual slippage during each year of the most recent ten-year period
and then calculating the average annual slippage factor. The slippage factor is normally
applied to the plant-in-service and construction-work-in-progress (CWIP) balance to

determine the slippage adjustment.

Did the last base rate case include a slippage adjustment?
Yes. The parties agreed to, and the Commission approved, an adjustment to CWIP

slippage.?

Did the Companies recognize a slippage adjustment in either their base period or the
forecasted test period?

No. The Companies did not recognize a slippage adjustment in either their base period or
the forecasted test period. The Companies provided the ten-year weighted slippage factors
and argued that the slippage factor of 96.027 percent for KU and 97.153 percent for
LG&E demonstrate the reasonableness of the Companies’ accuracy in projecting capital
additions. Given the reasonable accuracy demonstrated, they contend a slippage factor

should not be applied.?

Do you agree with the Companies’ argument?

22 Case No. 2016-00370, Order dated June 22, 2018, page 8 and Case No. 2016-00371, Order dated June 22, 2018,

page 10.

23 PSC DR to KU 2-65 [Exhibit DHM-7], PSC DR to KU 1-13 [Exhibit DHM-8], PSC DR to LG&E 1-13 [Exhibit
DHM-10] and PSC DR to LGE 2-75 [Exhibit DHM-9] .
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A.

No. A slippage adjustment based on a ten-year weighted average reflects a reasonable
approach to recognizing the variance between budgeted and actual capital construction
amounts. The use of a weighted average also places more emphasis on recent slippage
experience. Applying a slippage factor helps to ensure that the Companies do not earn a
return on plant that will likely not be put into service. The impact to revenue requirement
is significant. The Companies provided the revenue requirement effect (using their
recommended cost of capital) for each company had the slippage factor been applied, as
shown below.

e KU-—revenue requirement would be reduced $2,685,522

o LG&E-Gas—revenue requirement would be reduced $1,304,937

e LG&E-Electric—revenue requirement would be reduced $432,475%*

What do you recommend?

I recommend that the ten-year weighted-average slippage factors of 96.027 percent for KU
and 97.153 percent for LG&E be applied using the same methodology provided by the
Companies in its response to discovery. My adjustments to recognize slippage are shown
on Schedules 3.1. The effect of the adjustment on revenue requirements (using the proxy
cost of capital and my modified gross-up conversion factor) is shown in the summary

table on page 4.

Uniform Diameter Transmission Line Replacement (Adjustment #2)

Q.

Please explain your adjustment regarding the replacement of the gas transmission

lines.

24 PSC DR to KU 2-65 [Exhibit DHM-7] and PSC DR to LGE 2-75 [Exhibit DHM-9].
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A.

LG&E plans to spend $91.2 million to replace 13.2 miles of transmission line segments to
achieve uniform diameter and to better facilitate enhanced inline inspection capabilities.?’
The company stated that no formal analysis has been completed and a CPCN (Certificate
of Public Convenience and Necessity) has not been requested. Approximately $9.6 million
is included in the forecasted test period.?® Although the company stated a CPCN is not
required because the project involves “replacement of existing transmission line segments
and is in the ordinary course of business,”’ the Commission previously found that a
similar, but less expensive, project did require a CPCN. In Case No. 2016-00371, LG&E
used a similar argument to justify why it did not obtain a CPCN for the Bullitt County
Pipeline. The company stated that “it considers it to be an ordinary extension of its

728 However, the Commission found

existing gas system in the usual course of business.
that the construction should be subject to a CPCN.?° Consistent with the Commission’s
finding regarding the CPCN need for the Bullitt County Pipeline, I recommend that the
Uniform Diameter Transmission Line Replacement be denied recovery until a CPCN can
be requested and obtained. The $91.2 million proposed expenditure should be excluded
until LG&E performs a formal cost/benefit analysis to determine whether spending $91.2
million to replace the current inspection process is prudent. My recommended adjustment

reduces rate base by $9,600,000, as shown on LGE-G Schedule 3.2. The effect of the

adjustment on revenue requirements is shown in the summary table on page 4.

25 Direct Testimony of Lonnie E. Bellar, page 59, lines 15-17 and Page 60, line 6.
26 OAG DR to LGE 1-55 (c) [Exhibit DHM-11].

27 OAG DR to LGE 1-55 (b) [Exhibit DHM-11].

28 Case No. 2016-00371, Order dated June 22, 2017, page 31.

29 Case No. 2016-00371, Order dated June 22, 2017, page 32.
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Nelson County Line Extension Project (Adjustment #3)

Q.
A.

Please explain your adjustment regarding the Nelson County Line Extension Project.
LG&E plans to construct an approximately 2.5 to 3.5 mile, steel, high-pressure
distribution pipeline that will extend the Calvary Transmission pipeline. The company
stated that the primary driver for extending additional gas supply is to accommodate
planned and future growth. The estimated cost of the new pipeline is $12.5 million.*
LG&E was asked for, but failed to provide, specific studies and forecasts that supported
the expansion. Instead, the company provided only anecdotal information regarding
queries but not the detailed studies and forecasts needed to justify approval for spending
$12.5 million. A CPCN has not been obtained. The forecasted test period includes $31,619
of capital for the project.?! The project has not begun.*

I recommend that the capital costs associated with the planned extension be excluded
until LG&E can provide detailed studies and forecasts that demonstrate the extension is
required to provide additional capacity. In addition, the company should reflect the
additional revenue that would be generated should the project be justified and installed.
My adjustment is shown on LG&E-G Schedule 3.3. The effect of the adjustment on

revenue requirements is shown in the summary table on page 4.

Plant Held for Future Use (Adjustment #4)

Q.

Please explain your adjustment regarding plant held for future use (PHFU).

30 Direct Testimony of Lonnie E. Bellar, page 61, lines 18-23 and Page 62, lines 7-8.
31 OAG DR to LGE 1-57 [Exhibit DHM-12].
32 Louisville Metro DR to LGE 2-38 [Exhibit DHM-13].

18



10

11

12

13

14

15

16

17

18

19

20

21

Case No. 2018-00294 Kentucky Utilities Company
Case No. 2018-00295 Louisville Gas and Electric Company
Direct Testimony of Donna Mullinax

A.

KU included $240,863 for Virginia-located land and site preparation at the Lonesome Pine
Substation in plant held for future use.’® Since 69kv-12kv substation distribution property
should be directly assigned to the jurisdiction of the physical location, the Lonesome Pine
Substation was incorrectly assigned to Kentucky.** My adjustment removes the incorrectly
allocated plant held for future use from rate base. My adjustment is shown on KU
Schedule 3.4. The effect of the adjustments on revenue requirements is shown in the

summary table on page 4.

Working Capital (Adjustment #5)

Please explain Cash Working Capital.

Cash Working Capital (“CWC”) is one of the working capital components in rate base. It
represents the cash a utility needs to have on hand to fund its day-to-day operations.
Regulatory jurisdictions typically afford a CWC allowance in rate base to compensate
shareholders for investor-supplied capital that is used to bridge the time differential
between when companies pay their vendors for operating expenses incurred and when

they collect customer revenues for utility services rendered.

How did the Companies determine their proposed CWC allowance?

Pursuant to the terms established in the prior rate cases, the Companies performed a lead-
lag study to determine CWC allowance (rather than applying the simpler 1/8% rule to total
operating expenses). A lead-lag study is an in-depth analysis that measures the difference
between a company’s revenue lag (the lapsed days between a company supplying service

and being paid for service) and the expense lead (the lapsed days between the company

33 PSC DR to KU 1-21 [Exhibit DHM-14].
3 OAG DR to KU 2-77 [Exhibit DHM-15].
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incurring costs and having to pay for those costs). The difference is expressed in terms of
a net lag, which is then multiplied by the average daily operating expense to estimate the

level of investor-supplied funds required to fund operations.

Did you have any concerns regarding the lead-lag study provided?

I generally do not dispute the general approach used to develop the lead-lag factors in a
study. However, there are instances in which this study did not properly identify and
reflect the service period for certain invoices sampled to develop the Other O&M expense
lead. These instances include invoices from tree trimming companies for vegetation
management, telecommunication providers for cellular and paging services, and

employment agencies for contract labor.

How do you propose to resolve your concern regarding the Other O&M expense
lead?

Since it is the responsibility of the Companies, as well as impractical for outside parties, to
review each invoice, I recommend assuming 30 days for all transactions in the sample
without a service period. The results of this modification changes the Other O&M expense

lead from 48.05 days to 51.92 days for KU and from 49.19 days to 53.58 days for LG&E.

Do you have any concerns regarding the CWC calculations the Companies
performed based on factors developed in the lead-lag studies?
Yes. The Companies applied the revenue lag to non-cash expenses, which Witness Seelye
stated should be excluded from the calculation:

Question:

Refer to Exhibit WSS-36 which presents the individual revenue lags and
expense leads developed for each Company.
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a. For each item with an expense lead of 0 (e.g., pension and OPEB expense,
depreciation, amortization, and deferred taxes), clarify whether the
intention is to reflect an exclusion from cash working capital or an actual
expense lead of 0 days in the computation.

b. If the item with an expense lead of 0 should be reflected in the computation
as shown in Schedule B-5.2, explain and provide supporting workpapers
for the determination of 0 days.

Answer:

a. The intention of including an expense lead of O for the referenced items
shown on Exhibit WSS-36 is to exclude these items from the calculation of
cash working capital.

b. See the response to part a.*

Did the OAG follow up with the Companies to clarify the discrepancy between
Witness Seelye’s response and the CWC calculations in Schedules B-5.2?

Yes. The Companies responded, “The expense items referenced are intentionally excluded
from the calculation of cash working capital from an expense standpoint because they do
not have a current cash outlay when the expense is recorded. The revenue requirements for
these expense items included in revenue do however have a revenue lag due to the time it

takes to recover the expenses from customers.”3¢

Does the Companies’ explanation make sense?

No. Applying the revenue lag to a non-cash item, such as depreciation and pension
expense, results in double counting. The Companies already earn a return on their net
plant investments and additional components of working capital in rate base. Under the
logic put forward, the Companies would earn a second return on the same assets through

the CWC allowance, as calculated under the lead-lag method.

35 OAG DR to KU 1-64 [Exhibit DHM-16].
36 OAG DR to KU 2-21 [Exhibit DHM-17].
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Q.

Please quantify the impact to Cash Working Capital and rate base due to the
misapplication.

The combined value of the identified error is $81,396,433. The table below presents the
impact to Cash Working Capital and rate base by utility for the test year ending April 30,
2020.

Table 5: Non-Cash Items Mistakenly Included with Revenue Lag

Working Capital (Provided)/Required
Description KU LG&E-E LG&E-G

No-Notice Storage Injections and Withdrawals $ - $ - $ (147,640)
Pension Expense (214,820) (95,286) (37,570)
OPEB Expense 49,558 176,073 74,540
Depreciation and Amortization 41,549,335 26,415,000 4,805,169
Regulatory Debits 1,051,265 184,403 -

Amortization of Regulatory Assets 823,067 734,123 31,264
Amortization of Regulatory Liabilities (393,968) (36,934) -

Deferred: Federal and State (Including ITC) 4,188,150 1,723,108 517,597
Total $ 47,052,586 $ 29,100,488 $ 5,243,359

After adjusting the Other O&M expense lead and removing the non-cash expense
items to which the Companies applied the revenue lag, do you recommend any other
adjustments to Cash Working Capital?

Yes. The lead-lag is applied to each component of the cost of service to quantify the CWC
allowance associated with that operating expense category. Therefore, the Cash Working
Capital balance must be updated to reflect any ratemaking adjustments to operating

expense.

Are there other components of working capital, besides the CWC allowance, you

propose to adjust?

22
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A. Yes. The Companies reflected Prepayments in rate base twice: (1) as a separate
component of working capital and (2) within the allowance for Cash Working Capital.’” 1

recommend excluding from rate base Prepayments of $15,605,034 for KU, $13,197,915

for LG&E-Electric, and $3,178,701 for LG&E-Gas?? to eliminate the double count.

Q. Is your recommendation to exclude Prepayments from rate base consistent with
sound ratemaking principles?

A. Yes. My recommendation is supported by Accounting for Public Utilities:

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

26

Q.

For ratemaking purposes, working capital is a measure of the amount of
funding needed to satisfy the level of the daily operating expenditures and a
variety of non-plant investments that are necessary to sustain the on-going
operations of the utility. The ratemaking measure of working capital is
designed to identify these ongoing average funding requirements over a test
period. Regulatory commissions vary as to the identification of individual
components of working capital; however, in general, the components are:
(1) fuel inventory; (2) materials and supplies (M&S); (3) prepayments; and
(4) cash working capital >

Prepayments as a component of working capital represents an investment
of funds that are generally included in the rate base if that investment has
not been recognized elsewhere, such as in Cash Working Capital (emphasis
added).*?

Where did you summarize your adjustments to working capital?

A. My adjustments to working capital are shown on Schedules 3.5. The effect of the

adjustments on revenue requirements is shown in the summary table on page 4.

37 OAG DR to KU 1-59 [Exhibit DHM-58] and OAG DR to LGE 1-59 [Exhibit DHM-59].

38 KU and LG&E Schedules B-5.2, page 2.

39 Robert L. Hahne and Gregory E. Aliff, Accounting for Public Utilities (LexisNexis, Release 35, November 2018),
page 5-1-5-2. [Exhibit DHM-60].

40 Robert L. Hahne and Gregory E. Aliff, Accounting for Public Utilities (LexisNexis, Release 32, December 2015),
page 5-3. [Exhibit DHM-60].
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Effect of Rate Base Adjustments on Capitalization

Q.

What is the effect of your recommended rate base adjustments to the Companies’
capitalization?
The effect of my recommended rate base adjustments on the Companies’ proposed

capitalization is provided on Schedules 1.1. The following table summarizes the effects.

Table 6: Effect of Recommended Adjustments on Companies' Proposed Capitalization

LG&E
KU Electric Gas
Company Rate Base $4,045,218,983  $2,548,077,150 $ 775,283,637
Company Capitalization 4,099,135,883 2,593,434,547 788,382,062
Recommended Adjustments (86,356,166) (53,995,411) (22,331,984)
Adjusted Capitalization $4,012,779,717 $2,539,439,136 $ 766,050,078

ADJUSTMENTS TO OPERATING INCOME

Q.

What net operating incomes have the Companies proposed?
KU’s proposed forecasted net operating income is $225,740,344. LG&E-Electric proposes
a net operating income of $171,415,400. LG&E-Gas proposes a net operating income of

$41,422,432.4

Are you recommending any adjustments to the Companies’ proposed net operating
incomes?

Yes. I recommend adjustments to the following net operating income components:

e Late Payment Credit (Adjustment #6)

¢ Employee Retirement Plans (Adjustment #7)

e Directors and Officers Liability Insurance (Adjustment #8)

e Dues for EEI and EPRI (Adjustment #9)

41 KU and LG&E Schedules C-1.
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¢ Outside Counsel Expense (Adjustment #10)
e Credit-Card Rebate (Adjustment #11)
e Economic Development (Adjustment #12)
e Customer Education (Adjustment #13)
e Baseline ECR Beneficial Reuse Operating Expense Credit (Adjustment #14)
e Merger Mitigation Depancaking (Adjustment #15)
e Amortization of Storm Damage Regulatory Asset (Adjustment #16)

e Amortization of Tax Reform Regulatory Liabilities (Adjustment #17)

e Interest Synchronization (Adjustment #18)

Late Payment Credit (Adjustment #6)

Q. Please explain your recommendation regarding the Companies’ proposed waiver of
residential customers’ late payment charges.

A. The Companies propose a change in the late-payment-charge policy. The Companies have
assumed that al/ affected customers would request the credit be applied and has
recognized that effect on the revenue deficiency by reducing other operating revenues by
$337,386 for KU, $231,059 for LG&E-Electric, and $97,753 for LG&E-Gas.**> However,
the Companies stated they do not plan to advertise the program. Customers would have to
otherwise be aware of the program and then request the Late Payment Credit online
through the Contact Us form on the website or by contacting a customer service
representative.*® Since it is unlikely that all the affected customers would request a waiver,

I propose that the actual Late Payment Credits be deferred and recovered in a future rate

42 Direct Testimony of William Steven Seelye, page 66, lines 1-18 and LFUCG-DR to KU 1-58 [Exhibit DHM-18].
431d., PSC DR to KU 3-27 [Exhibit DHM-19] and PSC DR to LGE 3-26 [Exhibit DHM-20].
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case. Given the Companies’ reluctance to advertise the program, it would not be
unreasonable for the Commission to make the adjustment without any deferral. My
adjustments are shown on Schedules 3.6. The effect of the adjustments on revenue

requirements is shown in the summary table on page 4.

Employee Retirement Plans (Adjustment #7)

Q.

Briefly describe the Companies’ retirement-benefit plans.

The Companies’ retirement benefits include (1) a traditional defined benefit pension plan
(“DB Plan”) available only to those who were hired prior to 1/1/06 (and thus, the plan is
being phased out), (2) a retirement income account (“DC Plan”), which is a defined
contribution plan to which the Companies make annual contributions and available to
those hired or rehired on or after 1/1/06, and (3) a company savings plan. The Companies
will match 70% of an employee’s voluntary deferred compensation amount to the savings
plan up to a maximum of six percent. This match is available to all employees who invest

voluntary contributions to their retirement.

Did the Commission approve recovery of the costs of the Companies’ retirement-
benefit plans as outlined above in their last rate cases?
No. The Commission rejected recovery of the Companies’ savings plan contributions for
employees who were still participating in the DB Plan, noting that doing so would be not
reasonable and is excessive:
The Commission finds that, for ratemaking purposes, it is not reasonable
to include both LG&E Pre 2006 DDB Plan contributions and LG&E's
matching contributions to the 401 (k) Plan for the following employee
categories: exempt, manager, non-exempt, and officer and director
personnel. The Commission chooses not to address similar 401(k) Plan

company matching contributions for hourly and bargaining unit employees
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in this proceeding, as it is not within the Commission's authority to
negotiate or modify bargaining agreements. The Commission will not make
a distinction between represented and non-represented hourly groups at this
time, but will instead provide an opportunity for LG&E to address these
excessive costs for both employee classes prior to its next base rate case as
rate recovery of these contributions will be evaluated for appropriateness as
part of its next base rate case. Employees participating in the Pre 2006
DDB Plan enjoy generous retirement plan benefits, making the matching
401 (k) Plan amounts excessive for ratemaking purposes.** [emphasis
added]

Q. If the Commission applied the same methodology for a similar disallowance in this
proceeding, what is the 401(k) match made on behalf of employees who participated
in the DB Plan?

A. For KU the jurisdictional match is $2,018,838.#° The match of LG&E-Electric is

$1,369,708 and for LG&E-Gas the match is $432,539.4

Q. Do the Companies agree with the Commission’s conclusion in this matter as
rendered in the last rate cases?

A. No.*” The Companies’ disagreements, as discussed throughout its testimony on this
subject, may be categorized into four areas of argument: (1) the benefit package must be
considered as a whole; (2) market comparison shows the benefit package in the range of
competitiveness; (3) the market comparison proves the Companies have controlled costs;
and (4) elimination of savings plan matching contributions would deprive employees of

promised benefits.

Q. Do you agree with all or any of the Companies’ arguments?

44 Order dated June 22, 2017, Case No. 2016-00371, pp. 16—17 (similar language in KU rate case, order dated June
22,2017, Case No. 2016-00370, pp. 14-15).

4 KIUC DR 1-60 to KU [Exhibit DHM-21].

46 KIUC DR 1-52 to KU [Exhibit DHM-22].

47 Direct Testimony of Gregory J. Meiman, page 20, line 21.
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A.

I disagree with all four arguments as the Companies have presented them. I will discuss

the Companies’ arguments and my objections in the order listed above.

Please discuss the Companies’ first argument: the benefit package must be
considered as a whole.

In testimony, the Companies stated, “When we set retirement and welfare benefit levels,
we do not look at each individual benefit or segment of the employee population in
isolation and neither should any objective analysis.”*® From a regulatory point of view,
unfair and/or unreasonable practices cannot be overlooked or disregarded in any one area
simply because the overall result balances out. Each area of concern should be examined
separately and, if reasonable objections to it are identified, regulatory response should

address it.

Please discuss the Companies’ second argument: market comparison shows the
benefit package in the range of competitiveness.

To support this argument, the Companies commissioned Mercer, an employee-benefit
package design and support firm, to assess their retirement- and welfare-benefit offerings

relative to the market.

Did you find the Mercer Benefits Study convincing as to the competitiveness of the
Companies’ retirement benefits?
No. In its introduction, the Mercer Benefits Study states that they evaluated “benefits

against organizations most similar to the client.”* In its appendix, the study also provided

48 Direct Testimony of Gregory J. Meiman, page 15, lines 12—-14.
4 KU and LG&E Filing Requirement 807 KAR 5:001 Sec. 16(8)(g) Attachment 4, Page 4 of 13.
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a list of these “similar” organizations.’® A comparative study should compare a company
to peers that are similar in geographic location, size, and operation. While Mercer’s list
includes a few utilities from Kentucky’s general area, 21 (31%) of the listed companies
are west of the Mississippi River, with 10 of those in or west of the Rocky Mountains.
Fifteen others are located in the Northeast. Area economic factors in these widely varying
locations may skew the results of the study. The sizes of the utilities are also across the
board. Two of the organizations are cooperatives, with one of them (although in
Kentucky) being a generation and transmission cooperative, not even itself providing
distribution services. The diversity of location, size, and even operation of the companies
included in the comparison does not provide a good basis to assess market

competitiveness.

Do the Companies fully commit to surveys of such widely disparate groupings in all
their compensation activity?

No. For example, the Companies base their compensation structure on another wide-
ranging survey of national general or utility industry,’! in other words, in the same widely
diverse manner as performed by Mercer. By doing so, the Companies state, they may
consider the compensation competitive.’> However, the Companies found they needed to
adjust employee compensation using a peer group of local area companies to address turn

53

over issues in its call center.’” Thus, the Companies demonstrated that comparing

themselves to utilities not comparable in location was ineffective for their purposes.

30 KU and LG&E Filing Requirement 807 KAR 5:001 Sec. 16(8)(g) Attachment 4, Page 10 of 13.

3! Direct Testimony of Gregory J. Meiman, page 7, lines 21-22.

52 Direct Testimony of Gregory J. Meiman, page 8, lines 2-5.

33 Direct Testimony of Gregory J. Meiman, page 6, lines 12-19 and OAG DR to KU 1-114 [Exhibit DHM-23] and
OAG DR to LGE 1-114 [Exhibit DHM-24].
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Q. Please discuss the Companies’ third argument: the market comparison proves the
Companies have controlled costs.

A. Controlling costs to a certain extent does not alleviate responsibility to control them to a
greater extent if the opportunity is available and reasonable. The Companies seem to
imply that by reducing overall retirement-benefit costs to some extent, they should not be
expected to limit other costs that the Commission has previously called “not reasonable”

and “excessive.” This argument, therefore, falls short of supporting their objection to the

Commission’s previous order.

Q. Please discuss the Companies’ fourth argument: elimination of savings plan
matching contributions would deprive employees of promised benefits.

A. The Companies state the following:
“The Companies have effectively managed costs related to their retirement
plans by closing their DB Plan and offering employees hired on or after
January 1, 2006 participation in their DC Plan. Some of those savings are
now being used to make the matching payments the Commission
disallowed in the 2016 rate cases. To eliminate that match just because an

ever-decreasing number of employees receive a benefit from both plans
would penalize the Companies for their cost control efforts.”>*

However, to characterize the Commission’s concern about ‘“not reasonable” and
“excessive” costs as penalizing a decision the Companies made without regard for
Commission direction displays a misunderstanding of the Companies’ responsibility. Had
they discontinued the benefit from both plans upon receiving the order from the
Commission in the last rate cases, their cost control savings would have benefitted the

Companies’ shareholders as much as their ratepayers.

4 Direct Testimony of Gregory J. Meiman, page 21, lines 2-8.
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Q. Do the Companies show a misunderstanding of their responsibility in this regard
elsewhere in testimony?
A. Yes. The Companies state the following:
Eliminating matching payments would deprive employees of benefits they
were promised and have relied upon for years when making important life
decisions. The Companies have encouraged all employees to take
ownership of their retirement planning by directing them to use modeling
tools that show the effects of their investment by making voluntary
contributions to the Savings Plan. . . . Elimination of matching payments
will also cause employee morale issues, inefficiencies, and a loss of
productivity, all of which can cause a negative impact on customer service
and an increase in the cost of providing service.>
By their own admission, the Companies explain how they have “promised” and
“encouraged” employees in disregard of the Commission’s conclusion that paying benefit

for both plans was “not reasonable” and “excessive.” The Companies should not expect

ratepayers to bear the burden of their disregard.

Q. What do you recommend?

A. On the authority of the Commission’s prior ruling and the lack of any reasonable support
for the Companies’ disagreement, I recommend excluding the matching contribution costs
to the 401 (k) Plan for exempt, manager, non-exempt, and officer and director personnel.
My adjustments are shown on Schedules 3.7. The effect of the adjustments on revenue

requirements is shown in the summary table on page 4.

Directors and Officers Liability Insurance (Adjustment #8)

Q. Please explain your recommended adjustment to share the cost of Directors and

Officers (D&O) Liability Insurance.

33 Direct Testimony of Gregory J. Meiman, page 21, lines 9-18.
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A.

My adjustment removes one-half of the D&O Liability Insurance expense. The removal of
one-half of this expense reflects a sharing of this insurance between shareholders and

ratepayers.

Why should the cost of D&O Liability Insurance Expense be shared between
shareholders and ratepayers?
PPL maintains D&O liability insurance that is designed to indemnify the directors and
officers of PPL Corporation and each of its subsidiaries against any liability (including
legal expenses, settlements, and judgments) arising out of alleged wrongful acts, errors, or
commissions committed while managing corporate affairs.’® Shareholders elect the
directors and officers. Should a legal action be brought against a director and/or officer,
shareholders would benefit from payouts under the policy that would otherwise reduce the
company’s below-the-line net income. On the other hand, ratepayers benefit because
having the insurance improves the ability of the company to attract and retain qualified
directors and officers and enables the directors and officers to make decisions without fear
of personal liability. As a result, it is reasonable for shareholders to bear half of the cost of
D&O Liability Insurance.

The D&O insurance premiums are $240,936 for LG&E>” and $277,596 for KU.%® 1
allocated my adjustment between LG&E gas and electric using Total Utility Plant Assets
Ratio of gas to electric. My adjustments are shown on Schedules 3.8. The effect of the

adjustments on revenue requirements is shown in the summary table on page 4.

%6 OAG DR to LGE 1-81 [Exhibit DHM-25].
57 OAG DR to LG&E 1-81 [Exhibit DHM-25].
38 OAG DR to KU 1-81 [Exhibit DHM-26].
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Dues for EEI and EPRI (Adjustment #9)

Q.
A.

Please explain your adjustment regarding EEI and EPRI expenses.

I will discuss my adjustment regarding EEI dues first. In its Final Orders in cases 2003-
00433 and 2003-00434, dated June 30, 2004 (pp. 51-52 and 44-45, respectively), the
Commission ordered the removal of 45.35% of the Companies’ dues to EEI because EEI
applied that portion of the dues toward (1) legislative advocacy, (2) regulatory advocacy,
and (3) public relations (referred to hereafter as “covered expenses”). The Commission
precedent established in those cases, however, was not followed by the Companies in the

current cases when determining the amounts to be excluded.

If not using the Commission precedent, upon what basis did the Companies calculate
covered expenses to be excluded in the current cases?

The Companies stated that EEI no longer prepares a breakout of activities by NARUC
operating expense category. They, therefore, relied on invoice designations to exclude
items from rates. Based on invoice designations, 13% of membership dues and 24% of
industry issues (a combined 14% of the invoice amount) should be excluded from the cost

of service as expenses related to influencing legislation.>

Did the Companies provide support for using the invoice designations rather than
the Commission precedent?
No. The Companies stated that they do not rely upon any NARUC reports or other studies

for the exclusion from or inclusion in rates of a portion of any organizations dues. They

% OAG DR to KU 1-92 [Exhibit DHM-27] and OAG DR to LGE 1-92 [Exhibit DHM-28].
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rely on information provided on the invoices received from EEI to determine the portion

to be excluded from rates.®°

Do you consider the Companies’ use of the invoice designations rather than the
Commission precedent sufficient support for the excluded amounts?

No. I believe the Companies should continue to exclude amounts relative to the
Commission’s precedent for two reasons. First, based on the orders establishing the
Commission precedent, of particular concern are the three areas previously excluded
regarding legislative advocacy, regulatory advocacy, and public relations. EEI’s invoices
no longer break out costs based on these designations, making it impossible to know

exactly how much is associated with these areas.

Do not the EEI invoices identify amounts used for influencing legislation?
Not fully. EEI provides a percentage for “membership dues relating to influencing

»61 ywhich does not

legislation, which is not deductible for federal income tax purposes,
specify whether all NARUC-identified areas are covered as they were under the

Commission-established precedent.

What is your second reason for continuing to exclude amounts relative to the
Commission’s precedent?

My second reason spawns from my first. The invoice designation of 14% of the invoice
total is significantly less than the exclusion rate of 43.35% previously established. There is
no support for concluding EEI’s activity in regard to the covered expenses has decreased.

In fact, the Companies themselves have stated that while they cannot confirm the activity

% OAG DR to KU 1-91 [Exhibit DHM-29] and OAG DR to LGE 1-91 [Exhibit DHM-30].
61 OAG DR to KU 1-98 [Exhibit DHM-31] and OAG DR to LGE 1-98 [Exhibit DHM-32].
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of EEI, they assume in their proposed forecast that EEI will continue their current

activities.

How much of the EEI dues do you recommend should be removed for the
Companies’ rate request?

The Companies failed to provide any evidence as to how much of the EEI dues are related
to covered activities. Therefore, I could argue that all the EEI dues should be excluded
entirely. However, I believe EEI provides resources, industry training, and testing that can
be beneficial. Therefore, of the total EEI membership dues of $516,777 for KU and of
$359,563 for LG&E-Electric, I recommend continuing to exclude the Commission’s
established-precedent rate of 43.35%. My adjustments are shown on Schedules 3.9. The
effect of the adjustments on revenue requirements is shown in the summary table on page

4.

Please explain your adjustment regarding EPRI expenses.

The Commission has previously taken a strong stand regarding LG&E’s membership in
EPRI. In Case No. 8924, the Commission stated the following in regard to the cost of
membership:

LG&E is hereby apprised that should it decide to become a member of
EPRI it will bear the burden in future cases of justifying the cost of its
membership. To do so, LG&E must present clear documentation of the
benefits available through membership, its utilization of these benefits and
its inability to obtain such benefits at a lower cost. The Commission is also
concerned that a substantial portion of EPRI's research concerns nuclear
power which is of no direct concern in Kentucky. In future cases, should it
decide to join EPRI, LG&E must document whether it could receive all
nonnuclear related benefits if it reduced its dues by the portion related to
nuclear research. The Commission wishes to emphasize that these are the
conditions LG&E must meet should it decide to become a member of
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EPRI. These conditions in no way represent a prior endorsement of such
membership.”¢?
Have the Companies provided in this case the information the Commission
requested?
No. The Companies responded that no formal cost-benefit analyses have been prepared

regarding EPRI membership.®?

The Companies did list presumed benefits in the
availability of EPRI research through membership, but without a cost-benefit analysis or
some other definitive, comparative analytical support, it would be impossible to realize
whether the benefits did outweigh costs, whether any other possible means of obtaining

the presumed benefits would be possible, and therefore, whether the EPRI-listed benefits

actually do benefit ratepayers.

Did the Companies provide a reason for not producing the Commission-required
information?
No. However, the Companies did note the Commission’s long-standing interest in seeing

research and development investments maintained.%*

Do you believe the Commission’s interest in maintaining research and development
avenues is reason to justify EPRI membership costs being charged to ratepayers?
Not by itself. As the Commission has made clear, the area of research and development
should, of course, be an important part of a utility’s effort to maintain low rates and high-
quality service. However, those research and development programs must be able to

produce cost-effective results. It is precisely for that reason that the Commission required

62 Case No. 8924, Order dated May 16, 1984, page 43.
93 OAG DR to KU 2-63 [Exhibit DHM-33] and OAG DR to LGE 2-63 [Exhibit DHM-34].
%4 OAG DR to KU 2-63 [Exhibit DHM-33] and OAG DR to LGE 2-63 [Exhibit DHM-34].
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LG&E to “present clear documentation of the benefits available through membership, its

utilization of these benefits and its inability to obtain such benefits at a lower cost.”

What do you recommend?

In the absence of the Commission’s required support analysis, I recommend excluding
EPRI costs from the revenue requirements. My adjustments are shown on Schedules 3.9.
The effect of the adjustments on revenue requirements is shown in the summary table on

page 4.

Are there other organizations whose dues are included in the Companies rate request
that engage in covered activities?
Yes. The following other organizations engage in covered activities and should be
excluded.

e Steptoe & Johnson LLC, and agent of Midwest Ozone Group

e Utility Air Regulatory Group (UARG)

e Utility Water Act Group (UWAG)

e Midwest Ozone Group (MOG)

e Utility Solid Waste Activities Group (USWAG)®
My adjustments excluding the other organization dues that engage in covered activities are
shown on Schedules 3.9. The effect of the adjustments on revenue requirements is shown

in the summary table on page 4.

Outside Counsel Expense (Adjustment #10)

Please explain your adjustment regarding outside counsel expense.

% OAG DR to KU 1-93 [Exhibit DHM-56] and OAG DR to LGE 1-93 [Exhibit DHM-57].
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A. The Companies are forecasting significant increases in outside counsel associated with

litigation in 2018 as shown in the following table.5°

Table 7: Outside Counsel-Litigation 2017-2020
Annual O&M Expense Outside Counsel (Litigation)

Outside Counsel-Litigation

$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
4§
2017 Actual 2018 Forecast 2019 Plan 2020 Plan
Year Amount
2017 Actual $1,710,000
2018 Forecast $3,073,000
2019 Plan $2,086,000
2020 Plan $2,107,000

The Companies stated that the litigation matter involves challenges based on alleged
environmental impacts from operations at two of their coal-fired generating stations. The
Companies are defendants in these actions and deny any liability regarding the plaintiffs’
complaints. The matters are in the pretrial stage, with no trial date set in either case. The
Companies have included $1.56 million in the forecast for outside services related to these
matters. The Companies have notified their insurance carriers, but it is presently unknown
how much, if any, coverage will be available to cover these additional outside services
costs.%” T recommend disallowing these costs as they are non-recurring and should not be
built into on-going rates. In addition, it is possible that a portion, if not all the costs, would

be covered by insurance. Since the Companies did not provide any additional detail

% Filing Requirement 807 KAR 5:001 Section 16(7)(c)L, page 214 of 235.
67 OAG DR to KU 1-78 [Exhibit DHM-35], OAG DR to KU 2-52 [Exhibit DHM-36], OAG DR to LGE 1-78
[Exhibit DHM-37], and OAG DR to LGE 2-52 [Exhibit DHM-38].
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associated with which coal-fired generating stations were involved in the litigation, I
allocated my adjustment between KU and LG&E based on coal generation at each utility.

My adjustments are shown on KU and LG&E-E Schedules 3.10. The effect of the

adjustments on revenue requirements is shown in the summary table on page 4.

Credit-Card Rebate (Adjustment #11)

Q. Please explain your recommended adjustment regarding the recognition of the
credit-card rebate.

A. The Companies use credit cards that provide rebates for purchases. The rebates were not
reflected in the cost of service for the base or forecasted period. The rebates are recorded
in account 921 Office Supplies and Expenses. The rebates for 2016 and 2017 are shown in

the following table.®

Table 8: Credit Card Rebates for 2016 and 2017

LG&E KU
2016 S 237,348 S 206,000
2017 S 242,837 S 210,764

The Companies stated that the 2018 rebate has not been received.®® My adjustment
recognizes the credit card rebates using the most recent information available (2017). This
amount is conservative since the rebate for 2017 is likely less than what will be received
in 2018 due to the growth in the balances in Material and Supplies (M&S) and Stores in
recent years. The balances in M&S and Stores for LG&E Gas and Electric were used to
allocate the total LG&E credit card rebate between gas and electric. My adjustments are
shown on Schedules 3.11. The effect of the adjustments on revenue requirements is shown

in the summary table on page 4.

% OAG DR to KU 1-84 [Exhibit DHM-39] and OAG DR to LGE 1-84 [Exhibit DHM-40].
% OAG DR to KU 1-84 [Exhibit DHM-39] and OAG DR to LGE 1-84 [Exhibit DHM-40].
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Economic Development (Adjustment #12)

Q.

Please explain your concern regarding the Companies’ economic development
investment.

The mission of the Kentucky Public Service Commission is “to foster the provision of safe
and reliable service at a reasonable price to the customers of jurisdictional utilities while
providing for the financial stability of those utilities by setting fair and just rates, and
supporting their operational competence by overseeing regulated activities.” Both LG&E
and KU have incorporated the goal of reliable, safe energy at a reasonable cost in their
own mission statements.”” My concern is that the Companies, in taking on economic
development activities, unfairly expect ratepayers to bear the burden of those economic
development pursuits. Although someday customers may see a benefit from economic
development, it is unfair to have ratepayers shoulder the entirety of that burden now, even

though shareholders will equally enjoy any possible successes.

Please explain.

Economic development by definition is neither a reasonable nor necessary cost of
providing safe and reliable electricity and gas service to customers. Not only are there
already local and state entities that provide this service as a primary mission (through
taxes by which ratepayers are already burdened), but the day-to-day activities of economic
development risk can distract the Companies from their stated mission to provide safe and

reliable service to its customers.

70 https://lge-ku.com/our-company/vision-mission
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Q.

Have the Companies supported their claim for economic development investment
recovery with a cost-benefit analysis or other analyses determining benefit to
ratepayers?

The Companies provided no such analyses in their application. As support, the Companies
should at least provide record of incremental revenues generated through economic
development to offset the investment they expect the ratepayers to pay. They should also

provide forecasts of future revenue growth expected.

What is your recommendation regarding economic development costs?

Because investment in economic development is not a reasonable or necessary cost of
providing safe and reliable service, I recommend that economic development costs be
removed from ratepayer burden, especially since the Companies have not provided
evidence that those ratepayers bearing the cost burden will benefit from these investments.
My adjustments are shown on Schedules 3.12. The effect of the adjustments on revenue

requirements is shown in the summary table on page 4.

Customer Education (Adjustment #13)

Q.

Please explain your concerns regarding the Companies’ customer education
spending.

The Companies are inconsistent in their arguments regarding the benefits of energy-
efficiency customer education. The Commission approved the Customer Education and
Public Information Program (“CEPI”) in Case Nos. 2007-00319 and 2014-00003. The
Companies stated in their most recent DSM proceeding that the CEPI “program provides

education and increased public awareness and understanding of the urgent need for more
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efficient use of energy and the financial impacts created by increased usage.”’! Within the
LG&E and KU 2019-2025 Demand-Side Management and Energy Efficiency Program
Plan, the Companies provided details on the Customer Education and Public Information
program:
The Customer Education and Public Information Program (CEPI) offered
elementary and middle-school energy education curriculum, professional
development and innovative materials to K-8 teachers. Additionally, the

Companies implemented a mass media education campaign, including
public-service advertisements fo encourage customers to take easy but
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effective steps to reduce their energy usage.”” [emphasis added]

The Companies stated that they included CEPI in their DSM portfolio to help drive DSM
program participation, although no energy savings were attributed to CEPL’® The
Companies stated that they believed it was “prudent” to discontinue the CEPL.7*

The inconsistency is that the Companies have included $1.26 million for KU and
$1.04 million for LG&E for customer education in this proceeding for essentially the same
program that they stated did not produce any energy savings. The Companies state that

the benefits of the customer education it proposes to include in base rates:

KU [LG&E] believes it is important to ensure that customers understand
how they can reduce energy and save money on their [gas and] electric
bills. In the absence of many residential demand side management
programs that helped customers understand the importance of energy
management, KU [LG&E] is educating customers on various techniques
they can do on their own to reduce the amount of energy they consume.
The education process comes in a variety of forms to ensure we meet our
customers in their varied ways they consume information.”> [emphasis
added]

These benefits appear to be very similar to the benefits of the CEPI that the

Companies had stated did not produce any energy savings.

! Case No. 2017-00441, Direct Testimony of Gregory S. Lawson, page 15, line 3-8.

72 Case No. 2017-00441, Direct Testimony of Gregory S. Lawson, Exhibit GSL-1, page 18 of 182.
73 PSC DR to KU 3-23 [Exhibit DHM-41] and PSC DR to LGE 3-21 [Exhibit DHM-42].

74 Case No. 2017-00441, Direct Testimony of Gregory S. Lawson, page 15, line 10.

75> OAG DR to KU 1-73 [Exhibit DHM-43] and OAG DR to LGE 1-73 [Exhibit DHM-44].
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Q.
A.

Please elaborate on the inconsistency.

The Companies stated, “The Companies are committed to continuing education efforts
regarding the reduced energy consumption.”’® However, the Companies have not provided
support that the expense is cost-beneficial, particularly since just a year ago they
effectively admitted it was not, and in doing so requested approval to discontinue the
program. Sensible education and programs can help customers reduce their energy
burdens, but it is inconsistent for the Companies to state they are “committed” to an idea
while throwing customer money at a program they concluded is not cost beneficial and

does not save energy.

What do you recommend?

The Companies have two options: (1) provide support that the expense is cost-beneficial,
particularly since just a year ago they effectively admitted it was not, or (2) fund the
program through shareholder monies by not recovering the cost through rates. Thus, given
the Companies’ lack of support, I recommend excluding the $1.26 million for KU and
$1.04 million for LG&E for customer education. My adjustments are shown on Schedules
3.13. The effect of the adjustments on revenue requirements is shown in the summary

table on page 4.

Baseline ECR Beneficial Reuse Operating Expense Credit (Adjustment #14)

Q.
A.

Please explain the Baseline ECR Beneficial Reuse Operating Expense Credit.
KU explained that it is allowed to include the expenses and revenues related to beneficial

reuse projects through the Environmental Cost Recovery (ECR) Mechanism above the

76 Case No. 2017-00441, Direct Testimony of Gregory S. Lawson, page 15, line 12—13.
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baseline amount included in base rates.”” The baseline reuse amount was the result of a
settlement between KU and Kentucky Industrial Utility Customers, Inc. (KIUC) in KU’s
environmental compliance plan filing from 2009. The parties agreed to include a baseline
amount in base rates and the increment or decrement reflected through the ECR. In that
2009 matter, the Commission explicitly considered and approved the Environmental
Surcharge (ES) form and ECR tariff rider that specify the inclusion of the beneficial reuse

amount in base rates.

What is KU proposing in this proceeding?

KU is proposing to eliminate the baseline ECR beneficial reuse operating expense credit
currently in the ECR mechanism. The company argues that, with the implementation of
new base rates in this proceeding, the baseline adjustment is no longer necessary and all

beneficial reuse savings and costs will be included in the ECR mechanism.”®

Please explain your recommendation regarding the baseline ECR beneficial reuse
operating expense credit.

There have been numerous rate cases since that settlement, and KU wants to change the
process now without any substantive reason to do so. It is the company’s burden to
support adjustments, and KU has provided no good reason to deviate from the process the
Commission previously found reasonable. In addition, KU stated that there is no negative
impact to KU if it continues the baseline credit.” KU stated that the baseline credit,
currently included in base rates prior to this change, is $440,000 for the Ghent facility.®

My recommendation is to retain the ECR beneficial reuse operating expense credit in base

770AG DR to KU 1-21 [Exhibit DHM-45].

78 Direct Testimony of Christopher M. Garrett, page 25, lines 7-14.
7 OAG DR to KU 1-21 [Exhibit DHM-45].

80 Direct Testimony of Christopher M. Garrett, page 25, lines 14-15.
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rates and, thus, restate the $440,000 credit. My adjustments are shown on KU Schedule
3.14. The effect of the adjustments on revenue requirements is shown in the summary

table on page 4.

Merger Mitigation Depancaking (Adjustment #15)

Q.

Please explain the Merger Mitigation Depancaking.

It is my understanding that during the mid-to-late 1990s, LG&E and KU proposed to
merge. This merger required Kentucky PSC and FERC approvals. Upon evidence
provided by objecting parties (primarily municipal utilities within Kentucky) that a merger
of the Companies raised the likelihood of excessive horizontal market power, FERC
required LG&E and KU to address the issue. In order to address FERC’s market power
concerns, LG&E/KU agreed to join MISO in 1998.

In 2006, LG&E and KU received Kentucky PSC and FERC approvals to withdraw
from MISO, but with FERC’s continued concerns regarding Kentucky municipal access to
other suppliers, LG&E and KU agreed to a mechanism called Merger Mitigation
Depancaking (MMD).8! LG&E and KU now claim that given the robust markets available
to KU’s soon-to-be former all-requirements customers, chiefly the municipal customers
KU served/serves at the wholesale level, continuing the MMD out of fear of horizontal
market power is no longer necessary. Therefore, LG&E and KU are asking FERC

approval to remove the MMD mechanism.

How does MMD impact this proceeding?
LG&E and KU are asking for FERC approval for the removal of the MMD mechanism at

this time because, starting May 1, 2019, many of KU’s former all requirements customers

81 OAG DR to KU 1-9 [Exhibit DHM-46].
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(i.e. the municipals) will be taking service from elsewhere, namely from within organized
RTOs/ISOs. The Companies stated that the nine departing municipals, as well as changes
being made by other municipal utilities in Kentucky, are projected to add costs for KU
under its MMD transmission rate mechanism.®? The impact to Kentucky retail customers
from the MMD is, that by providing credit to certain wholesale customers (i.e.
municipals), the Companies’ transmission revenues are lower than they otherwise would
be. All else equal, these transmission revenues would otherwise be credited against the
retail revenue requirement where the transmission assets are rate-based. The impact
related to the MMD mechanism included for recovery in these cases are $15.1 million
from KU customers and $9.0 million from LG&E customers.®* The Companies believe
that due to the development of robust, accessible energy markets over time, these merger
mitigation commitments are no longer relevant or appropriate. On August 3, 2018, the
Companies made a filing with FERC to eliminate these MMD charges. The Companies
stated they cannot predict its outcome.’* FERC is required to issue an order within 180
days of the filing (January 30, 2019), but FERC can also request additional time for
review or even reject the Companies’ request.> The Companies have assumed a test

period level of MMD costs that it expects to incur if the approval is denied in whole.

How do the Companies propose recognizing the effect of receiving FERC approval in
this proceeding?
The Companies stated, “If the FERC grants the Companies’ request during the pendency

of this proceeding, the Companies will address the effect on the revenue requirements.

82 Direct Testimony of Kent W. Blake, page 10, line 21-page 11, line 1.
8 LFUCG DR to KU 1-49¢ [Exhibit DHM-47].

84 Direct Testimony of Kent W. Blake, page 11, lines 6-7.

85 LFUCG DR to KU 1-49f [Exhibit DHM-47].
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However, it is not known when FERC would issue such an order or when the elimination
of MMD would be made effective.”®® The Companies stated that to remove the effects of
the MMD from the test period, Miscellaneous Transmission Expenses would be reduced

by $15.1 million for KU8” and $9 million for LG&E-Electric.3®

What is your recommendation?

The Companies’ position on this issue is unreasonable. There are a number of
uncertainties that could simply be addressed through deferral accounting. First, if the
MMD costs remain in this proceeding and FERC eventually approves the request, any
benefit would go to shareholders, at the expense to ratepayers. Second, the actual level of
costs is not certain. Therefore, I recommend that the MMD offset be removed in the test
period for ratemaking purposes and the Commission approve deferral accounting of the
actual costs or savings until after the FERC decision is known and measurable. My
adjustments are shown on KU and LG&E-E Schedules 3.15. The effect of the adjustments

on revenue requirements is shown in the summary table on page 4.

Amortization of Storm Damage Regulatory Asset (Adjustment #16)

Q.

Please explain the Companies’ request for regulatory asset treatment for storm
damage.

In Case No. 2018-00304, the Companies requested, and the Commission granted,
permission to establish a regulatory asset for accounting purposes to account for expenses

incurred by the Companies to repair and restore services caused by severe thunderstorms

8 OAG DR to KU 1-9¢ [Exhibit DHM-46].
87 OAG DR to KU 2-29¢ [Exhibit DHM-48].
88 OAG DR to LGE 2-29¢ [Exhibit DHM-49].
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beginning on July 20, 2018, and defer for future recovery their actual incremental July
2018 Storm-related O&M costs.?* The Companies’ regulatory asset includes current
estimates for the O&M costs to repair and restore (excluding normal operations expenses
currently imbedded in rates) of $4.7 million for KU and $2.4 million for LG&E. The
Commission specifically did not address the recovery of the costs.”® In this proceeding, the
Companies are requesting these costs be amortized over a five-year period beginning

when new rates take effect from this proceeding.”!

What is your recommendation?

I recommend that the regulatory asset for the July 2018 Storm be amortized over a ten-
year period, consistent with prior cases, instead of the five years the Companies proposed.
In Case No. 2009-00548, a nonunanimous stipulation agreed to, and the Commission
explicitly approved, a ten-year amortization of the Companies’ regulatory assets the
Commission approved concerning the 2008 Wind Storm and 2009 Winter Storm.’> My
adjustments to update the Companies’ estimated July 2018 Storm costs to the most recent
actuals®® and changing the amortization from five years to ten years are shown on KU and
LG&E-E Schedules 3.16. The effect of the adjustments on revenue requirements is shown

in the summary table on page 4.

89 Case No. 2018-00304, Application dated September 12, 2018, pages 8-9.
90 Case No. 2018-00304, Order dated December 20, 2018, pages 1 and 15.
1 Direct Testimony of Christopher M. Garrett, page 38, lines 15-19.

92 Case No. 2009-00548, Order dated July 30, 2010, pages 12 and 18-20; See also Case No. 2009-00549, Order dated

July 30, 2010.
93 KIUC DR to KU 1-65, which references Case No. 2018-000304, PSC DR to KU 1-8 [Exhibit DHM-50].
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Amortization of Tax Reform Regulatory Liabilities (Adjustment #17)

Q.

Please explain the Companies’ request for regulatory liability treatment for state tax

reform.

In Case No. 2018-00304, the Companies requested, and the Commission granted,
permission to establish regulatory liabilities by the end of the year for the excess
accumulated deferred income taxes (ADIT) created by the reduction in the state corporate
income tax rate. While the Companies proposed an amortization methodology for the
regulatory liability in Case No. 2018-00304, the Commission authorized the Companies to
establish the regulatory liabilities for the excess ADIT created by the reduction in the
Kentucky corporate income tax rate for accounting purposes only.”* The Commission did

not approve the recovery of the regulatory liability in Case No. 2018-00304.

Did the Commission approve amortization for excess ADIT items due to the Tax
Cuts and Jobs Act (TCJA)?
In Case No. 2018-00034, the Commission approved amortizing all protected excess ADIT
using the Average Rate Assumption Method (ARAM) and unprotected excess ADIT over
15 years. However, the Attorney General requested that the issue regarding the
amortization of the unprotected ADIT remain subject to reevaluation in the next rate case.
The Commission acquiesced as stated in its September 28, 2018, Order at page 16:

The Attorney General does suggest that the Commission can reevaluate and

shorten the amortization period in the subsequent base rate cases, thereby
lowering the revenue requirement.

The Commission finds the methodologies proposed by KU/LG&E to
refund the protected and unprotected portions of the excess ADIT are
reasonable and should be approved. The Commission does note the

94 Case No. 2018-00304, Order dated December 20, 2018, page 15.
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Attorney General's suggestion regarding the amortization period for the
unprotected excess ADIT, and will reexamine the 15-year amortization
period during KU/LG&E's next base rate cases.”

What did the Companies include in this filing regarding the amortization of the
regulatory liability from the state income tax rate change?

The Companies proposed amortizing all protected excess ADIT using ARAM and
amortizing all unprotected excess ADIT over a 15-year amortization period. The
Companies stated they will continue to treat all property-related excess ADIT as protected.
The amortization of the unprotected excess ADIT would begin when new base rates go
into effect.”® The Companies have included $1.0 million for KU, $0.5 million for LG&E-
Electric, and $0.1 million for LG&E-Gas of additional excess ADIT amortization in its

rate requests in this proceeding.”’

The Companies treated all plant-based excess ADIT items as “protected” and flowed
back the corresponding income tax expense offset in rates using the Average Rate
Assumption Method (ARAM). Is such ratemaking treatment pure under federal and
state law?

No.”® The normalization requirement applies only to ADIT balances derived from book-
tax timing differences owing to the election of bonus and accelerated depreciation for
federal income tax purposes. Plant-based timing differences, such as repair allowances and
cost of removal, are therefore not subject to ARAM. The Companies acknowledged as
much in their response to an OAG data request.

Question:
Tax Cuts and Jobs Act. Notwithstanding the regulatory treatment in Case

95 Case No. 2018-00034, Order dated September 28, 2018, page 16.

% Direct Testimony of Christopher M. Garrett, page 35, lines 4-15.

97 Direct Testimony of Christopher M. Garrett, page 37, line 19—page 338, line 6.
% OAG DR to KU 1-132 [Exhibit DHM 52].
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No. 2018-00034, confirm that IRS normalization requirements for excess
accumulated deferred income taxes (“ADIT”) apply to only accelerated
federal tax method-life depreciation, and that they do not apply to excess
ADIT on other book-tax temporary differences, regardless of whether they
have a basis in plant.

Answer:

Confirmed. The normalization requirements apply to ADIT and excess
ADIT attributable to differences in the method of computing depreciation
and/or the depreciable life of an asset (method-life differences) used for
federal income tax purposes versus those used for financial purposes.
Federal ADIT and excess ADIT attributable to method-life differences are
subject to the normalization rules and are generally referred to as
“protected items.” There is no prohibition against any other basis
adjustments being treated in the same way (normalized) as method-life
differences. The Company has, with past regulatory approval, consistently
treated plant related basis adjustments arising from other than method-life
differences as protected items. Furthermore, the Companies have classified
net operating loss carryforward excess ADITs as “protected.”

In this case customers actually benefit by including the other basis
adjustments as protected items. The other basis adjustments are a net
deferred income tax asset or additional “costs” to customers (rather than a
deferred income tax liability that is refunded to customers) due to the
income tax rate change. The customers benefit because they are “paying

back” this deferred tax asset over a longer period of time as a protected
item versus an unprotected item.”

Q. Does the Companies’ reasoning on the application of ARAM to all plant-based excess
ADIT items regardless of their protected status fairly interpret the facts and
circumstances?

A. No. The tax losses that created the NOLC offset within Accumulated Deferred Income
Taxes were driven by the Companies’ election of 50 and 100 percent bonus depreciation
over the past decade on federal income tax returns, before the enactment of the TCJA.
Derivation of the NOLC due to the election of bonus depreciation indicates the excess
ADIT item should in principle be flowed back into rates under ARAM, whether or not the

tax code explicitly states the requirement. All other plant-based excess ADIT items,

% OAG DR to KU 1-127 [Exhibit DHM-53].
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unrelated to bonus and accelerated depreciation, are not subject to ARAM. Therefore,

reducing their amortization period will decrease rates.

Do you agree with the Companies’ proposal regarding the amortization of the excess
ADIT?

Partially. The Companies have assumed, although incorrectly, that all plant-based excess
ADIT is protected and applied ARAM to it. While I can accept the Companies’ protected
labeling and use of ARAM for all plant-based items, regardless of their true status under
the law, the 15-year amortization period for the unprotected non-plant excess ADIT is

excessive.

Do you propose an alternative amortization period for the unprotected excess ADIT?
Yes. The unprotected excess ADIT for the federal and state regulatory liabilities should be
amortized over a six-year period to mitigate intergenerational inequity. The matching
principle establishes that customers who use an asset should be the ones to pay for that
asset at the time it is used. When the temporal match between cost recovery and use is in

question, maintaining intergenerational equity must be taken into strong consideration.

Is there a practical reason to amortize over a six-year period?

Yes. Amortizing the unprotected component of the regulatory liability over six years
synchronizes recovery with the next rate case and avoids over or under recovery. The
Companies file rate cases every two years and have had to request adjustments to the
amortization period to preventover recovery in past cases and in these matters.

Establishing the recovery period at six years upfront, avoids this concern.
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Q.

Q.

A.

How did you adjust the unprotected amortization for the federal regulatory liability,
given that the customer credit through April 30, 2019, is being returned through the
TCJA surcredit using 15 years?

The TCJA surcredit returns the federal excess ADIT amortization from January 1, 2018,
through April 30, 2019, when new base rates are established via the instant cases.!? I reset
the amortization schedule from May 1, 2019, through December 31, 2023, so that it would
complete at the end of six years. My adjustments are shown on Schedules 3.17. The effect

of the adjustments on revenue requirements is shown in the summary table on page 4.

Interest Synchronization (Adjustment #18)

Please explain your recommended adjustment regarding Interest Synchronization.

To determine the tax-deductible interest for ratemaking, I have multiplied my
recommended capitalization by the weighted cost of debt. This procedure synchronizes the
interest deduction for tax purposes with the interest component of the return on
capitalization to be recovered from ratepayers. My adjustments for the Companies are
shown on Schedules 3.18. The effect on revenue requirements is shown in the summary

table on page 4.

Effect of Adjustments on Operating Income

What is the effect of your recommended adjustments to the Companies’ operating
income?
The effect of my recommended adjustments on the Companies’ proposed operating

income is provided in Schedules 1.1. The following table summarizes the effects.

100 Case No. 2018-00034, PSC DR to KU and LG&E 2-1 [Exhibit DHM 51].
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Table 9: Effect of Recommended Adjustments on Companies' Proposed Operating Income

LG&E
KU Electric Gas
Company Operating Income $ 225,740,344 $ 171,415,400 $ 41,422,432
Recommended Adjustments 19,881,431 12,813,068 1,369,022
Adjusted Operating Income $ 245,621,775 $ 184,228,468 $ 42,791,454
CONCLUSIONS
Q. In conclusion, what is your recommended modification to base revenue?

I recommend that the Commission increase KU’s base rates by no more than
$56,640,276—a reduction of $55,819,583 compared to its requested increase of
$112,459,859.

I recommend that the Commission reduce LG&E’s electric base rates by at least
$674,271—a reduction of $35,561,756 compared to its requested increase of $34,887,485.

I recommend that the Commission increase LG&E’s gas base rates by no more than
$16,905,530—a reduction of $8,019,344 compared to its requested increase of
$24,924,874. These changes would allow the Companies the opportunity to generate an
overall rate of return of 7.18 percent for KU, and 7.24 percent for LG&E based upon the
Companies’ current authorized return on equity of 9.70 percent. My recommendations are

summarized in the following table.

Table 10: Modification to Base Revenues

LG&E
KU Electric Gas
Company's Initial Revenue Request $ 112,459,859 $ 34,887,485 $ 24,924,874
Recommended Adjustment (55,819,583) (35,561,756) (8,019,344)
Maximum Revenue Increase $ 56,640,276 $ (674,271) $ 16,905,530

17

18

19

Q. Does this conclude your testimony?

A. Yes.
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Attachment 1-Professional Experience and Education of Donna H. Mullinax

Summary

Mrs. Mullinax has over thirty-nine years of financial, management and consulting
experience. She is President of Blue Ridge Consulting Services, Inc. Prior to becoming President, she
held the position of Vice President and Chief Financial Officer for Blue Ridge and her former
employer. She has served on various Boards of Directors. She has extensive experience in project
management; regulatory and litigation support; financial, administration, and human resource
management. She has performed numerous financial, compliance and management audits. Mrs.
Mullinax has excellent analytical skills and report writing capabilities. She has designed and
implemented accounting and business systems and developed policy and procedure manuals to
support those systems.

Key Qualifications and Selected Professional Experience

Financial, Administration, and Human Resource Management
As Chief Financial Officer and Vice President she was responsible for all aspects of financial,

administration, and human resources. Her responsibilities included accounting, cash management,
budgeting, tax planning and preparation, fixed assets, human resources, and employee benefits.
Records under her control have been subject to an IRS compliance audit with no findings.

Project Management
Mrs. Mullinax has successfully managed numerous projects controlling cost, schedule, and

scope. These projects included management, financial, and compliance audits, M&A due diligence
reviews, economic viability studies, prudence reviews, and litigation/regulatory support for
construction contract claims and regulatory proceedings. She works well with diverse team
members and has an excellent ability to reconcile various viewpoints and establish and maintain
effective working relationships among cross-functional teams.

Financial, Compliance, and Management Auditing
Mrs. Mullinax is a skilled auditor. She has performed numerous financial, compliance, and

management audits for governmental entities, businesses, and public utilities. As a CPA and CIA, she
is knowledgeable about sound internal control processes and procedures and has made numerous
recommendations for modifications to provide reasonable assurance regarding the achievement of
objectives related to (1) effectiveness and efficiency of operations; (2) reliability of financial
records, and (3) compliance with laws and regulations.

She has also conducted detailed base rates revenue requirements and rider compliance
audits. She has analyzed financial information and budget projections, performed risk
identification, and evaluated performance against industry benchmarks. Her extensive professional
experience allows her to effectively analyze and evaluate methods and procedures and to
thoroughly document her findings. She has successfully testified to her audit findings.

++ Before the Nebraska Public Service Commission (NEPSC) on behalf of the Public Advocate of
Nebraska

= Application NG-0078.6 System Safety and Integrity Rider (SSIR) of Black Hills Distribution,
LLC-Nebraska, October 2018-December 2018.

= Application NG-0078.5 Extension of the System Safety and Integrity Rider (SSIR) of Black
Hills Distribution, LLC-Nebraska, June 2018-September 2018.

= Application NG-0078.4, System Safety and Integrity Rider (SSIR) of Black Hills Distribution,
LLC-Nebraska, October 2017-December 2017.
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Application NG-0078.3, System Safety and Integrity Rider (SSIR) of Black Hills Distribution,
LLC-Nebraska (formerly SourceGas Distribution LLC), October 2016-December 2016.
Application NG-0078.2, System Safety and Integrity Rider (SSIR) of SourceGas Distribution,
LLC, October 2015- January 2016

Application NG-0078.1, System Safety and Integrity Rider (SSIR) of SourceGas Distribution,
LLC, November 2014- February 2015

Project Manager and Lead Auditor. Review of the Company’s applications for a system
safety and integrity rider for compliance to the Commission directives.

Application NG-0072.1, Infrastructure System Replacement Cost Recovery Charge (ISR
Rider) of SourceGas Distribution, LLC May 2014-August 2014.

Application No. NG-0074, Infrastructure System Replacement Cost Recovery Charge (ISR
Rider) of Black Hills/Nebraska Gas Utility Company, LLC, d/b/a Black Hills Energy, July-
November 2013.

Application No. NG-0072, Infrastructure System Replacement Cost Recovery Charge (ISR
Rider) of SourceGas Distribution, LLC March 2013-May 2013.

Project Manager and Lead Auditor. Review of the Company’s applications for an
infrastructure system replacement cost recovery charge for compliance to the Nebraska
Natural Gas Regulation Act.

On behalf of the Staff of the Public Utilities Commission of Ohio (PUCO)

Case No. 17-2202-GA-ALT: Plant in Service and Capital Spending Prudence Audit of
Columbia Gas of Ohio, May 10, 2018-Present

Project Manager and Lead Auditor. Review to determine if the company has accurately
determined and account for its plant in service balance from the last base rate case through
December 31, 2017. Also reviewed the necessity, reasonableness, and prudence of the
Company’s capital expenditures and associated assets from the last base rate case through
December 31, 2017.

Case No. 15-1830-EL-AIR: Plant in Service Balance Audit of Dayton Power and Light
Company, April 2017-August 2018.

Project Manager and Lead Auditor. Review to ensure the accuracy and reasonableness of
the Company’s plant in service balances placed in service from April 1, 1991 through
September 30, 2015..

First Energy

Case No. 11-5428-EL-RDR, November 2011-April 2012
Case No. 12-2885-EL-RDR, December 2012-July 2013
Case No. 13-2100-EL-RDR, December 2013-April 2014
Case No. 14-1929-EL-RDR, December 2014-May 2015
Case No. 15-1739-EL-RDR, January 2016-July 2016

Case No. 16-2041-EL-RDR, January 2017-November 2017
Case No. 17-2009-EL-RDR, December 2017-May 2018
Case No. 18-1542-EL-RDR, December 2018-present

AEP-Ohio

o Case No. 13-0419-EL-RDR, March-August 2013
o Case No.16-0021-EL-RDR, March-August 2016

O O O O O O O O
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o Case No.17-0038-EL-RDR, April-November 2017
o Case No. 18-0230-EL-RDR, April 2018-present

Project Manager and Lead Auditor. Review to ensure the accuracy and reasonableness of
the Companies’ compliance with its Commission-approved infrastructure cost recovery
rider filings.

Case No. 08-0072-GA-AIR Columbia Gas of Ohio, April-August 2008
Case No. 07-0829-GA-AIR Dominion East Ohio, November 2007-July 2008
Case No. 07-0589-GA-AIR Duke Energy Ohio, November 2007-Februrary 2008

Lead Auditor and assistant project manager. Comprehensive rate case audit of companies’
gas rate filings to validate the filings, provided conclusions and recommendations
concerning the reliability of the information, and supported Staff in its evaluation of the
reasonableness of the filing.

Before the New Hampshire Public Utilities Commission on behalf of Staff

Docket No. DE 16-822 Public Service of New Hampshire d/b/a Eversource Energy. Project
Manager and Lead Auditor. Review of the Company’s revised cash working capital study in
its 2017 Energy Service rate calculations. February 2017-May 31, 2017.

On behalf of the Massachusetts Department of Public Utilities,

Case No. D.P.U. 08-110, regarding the Petition and Complaint of the Massachusetts Attorney
General for an Audit of New England Gas Company (NEGC), February-August 2010.

Lead Auditor and Assistant Project Manager. Management audit on how NEGC manages its
accounting and financial reporting functions and whether sufficient controls are in place to
ensure that the information included in the company’s filings can be reasonably relied upon
for setting rates - areas reviewed included general accounting, financial reporting, and
internal controls; plant accounting; income tax; accounts receivable; accounts payable; cash
management; payroll; cost allocations; and capital structure.

On behalf of the Staff of the Connecticut Public Utilities Regulatory Authority (PURA)

Management Audit of Yankee Gas Services Company. June 2014-April 3, 2015. Lead Auditor
and Assistant Project Manager. In-depth investigation and assessment of the company’s
business processes, procedures, and policies relating to the management operations and
system of internal controls of the company’s executive management and financial
operations.

Diagnostic Management Audit of Connecticut Light and Power Company, July 2008-June
2009, Lead Auditor and Assistant Project Manager. In-depth investigation and assessment
of the company’s business processes, procedures, and policies relating to the management
operations and system of internal controls of the company’s executive management, system
operations, financial operations, marketing operations, human resources, customer service,
external relations, and support services. In addition, supported an in-depth review of the
development and implementation process of the company’s new customer information
system.

Before the Oregon Public Utilities Commission (ORPUC), Docket No. UP 205: Examination of NW
Natural’s Rate Base and Affiliated Interests Issues, Co-sponsored between NW Natural, ORPUC
Staff, Northwest Industrial Gas Users, Citizens Utility Board, August 2005-January 2006, Lead
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Auditor and Assistant Project Manager. Examination of NW Natural’s Financial Instruments,
Deferred Taxes, Tax Credits, and Security Issuance Costs to ensure Company compliance with
orders, rules, and regulations of the ORPUC and with Company policies.

Partial List of Reports and Publications

e Examination of Black Hills Gas Distribution, LLC Application to Adjust System Safety and
Integrity Costs in 2019 on Behalf of the Nebraska Public Advocate, December 7, 2018

e Compliance Audit of the 2017 Distribution Investment Rider (DIR) Ohio Power Company
d/b/a AEP Ohio, August 23, 2017

e Compliance Audit of the 2017 Delivery Capital Recovery (DCR) Riders of Ohio Edison
Company, The Cleveland Electric [lluminating Company, and the Toledo Edison Company,
May 11,2018

e Examination of Black Hills Gas Distribution, LLC Application to Increase Eligible System
Safety and Integrity Costs in 2018 on Behalf of the Nebraska Public Advocate, December 11,
2017

e Audit of Plant in Service for Dayton Power & Light's Application to Increase Rates,
September 28, 2107

e Compliance Audit of the 2016 Distribution Investment Rider (DIR) Ohio Power Company
d/b/a AEP Ohio, August 9, 2017

o Review of Public Service Company of New Hampshire d/b/a Eversource Energy Cash
Working Capital and Lead-lag Methodology, May 31, 2017

e Compliance Audit of the 2016 Delivery Capital Recovery (DCR) Riders of Ohio Edison
Company, The Cleveland Electric [lluminating Company, and the Toledo Edison Company,
May 1, 2017

e Examination of Black Hills Gas Distribution, LLC Application for Recovery of 2017 Eligible
System Safety and Integrity Costs on Behalf of the Nebraska Public Advocate, December 2,
2016

e Compliance Audit of the 2015 Distribution Investment Rider (DIR) Ohio Power Company
d/b/a AEP Ohio, August 5, 2016

e Compliance Audit of the 2015 Delivery Capital Recovery (DCR) Riders of Ohio Edison
Company, The Cleveland Electric [lluminating Company, and the Toledo Edison Company,
April 22,2016

e Examination of SourceGas Distribution LLC Application for Recovery of 2015 Eligible
System Safety and Integrity Costs on Behalf of the Nebraska Public Advocate, January 8,
2015

e Compliance Audit of the 2014 Delivery Capital Recovery (DCR) Riders of Ohio Edison
Company, The Cleveland Electric [lluminating Company, and the Toledo Edison Company,
March 30, 2015

e Management Audit of Yankee Gas Services Company, April 3, 2015

e Examination of the Infrastructure System Replacement Cost Recovery Charge of SourceGas
Distribution LLC, June 30, 2014

e Compliance Audit of the 2013 Delivery Capital Recovery (DCR) Riders of Ohio Edison
Company, The Cleveland Electric [lluminating Company, and the Toledo Edison Company,
April 9, 2014

e Examination of the Infrastructure System Replacement Cost Recovery Charge of Black
Hills/Nebraska Gas Utility, LLC d/b/a Black Hills Energy, October 4, 2013
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e Compliance Audit of the 2012 Distribution Investment Rider (DIR) of Columbus Southern
Power and Ohio Power Company d/b/a AEP-Ohio, June 19, 2013

e Examination of the Infrastructure System Replacement Cost Recovery Charge of SourceGas
Distribution LLC, May 16, 2013

e Compliance Audit of the 2012 Delivery Capital Recovery (DCR) Riders of Ohio Edison
Company, The Cleveland Electric [lluminating Company, and the Toledo Edison Company,
March 22,2013

o Compliance Audit of the Delivery Capital Recovery (DCR) Riders of Ohio Edison Company,

The Cleveland Electric Illuminating Company, and the Toledo Edison Company, April 12,

2012

Revenue Requirements Audit of New England Gas Company, May 12, 2011

Accounting and Financial Reporting Review of New England Gas Company, August 5, 2010

Management Audit of The Connecticut Light & Power Company, May 29, 2009

Report of Conclusions and Recommendations on the Financial Audit of the Columbia Gas of

Ohio, Inc. in Regards to Case No. 08-0074-GA-AIR, August 13, 2008

e Report of Conclusions and Recommendations on the Financial Audit of the East Ohio Gas
Company d/b/a Dominion East Company in Regards to Case No. 07-0829-GA-AIR, April 16,
2008

e Report of Conclusions and Recommendations on the Financial Audit of Duke Energy Ohio,
Inc. in Regards to Case No. 07-0589-GA-AIR, December 17, 2007

e Report of Conclusions and Recommendations of NW Natural’'s Rate Base and Affiliated
Interest Issues in Support of Oregon Public Utilities Commission Docket UM1148, December
23,2005

Regulatory and Civil Litigation
She has provided or supported civil or regulatory testimony in Arizona, Colorado,

Connecticut, Delaware, Illinois, Maryland, Michigan, Missouri, New Hampshire, New York, North
Carolina, North Dakota, South Carolina, Texas, and Utah. She has also served as an advisor to public
service commissioners in the District of Columbia and Connecticut. In addition to providing
analytical support, she has served as an expert witness and routinely works with other highly
specialized expert witnesses. She has developed defendable analyses and testimony in connection
with rate cases, audit findings, and other regulatory issues. She has also supported various civil
litigations including delay and disruption construction claims and financial fraud. She has
supported counsel with interrogatories, depositions, and hearings/trials support.

Regulatory Proceedings

« Before the Pennsylvania Public Utilities Commission on behalf of the Office of Consumer
Advocate

= Docket No.R-2018-3000019 - The York Water Company. May 2018-December 2018
Project Manager and Expert Witness. Review of the Company’s proposed rate base, net
operating income, and revenue requirements and offered recommendations for
adjustments. Developed a revenue requirement model analyzing the Company’s positions
and incorporating recommended adjustments. Testified August 23, 2018

R/

« Before the New Hampshire Public Utilities Commission on behalf of Staff

= Docket No. DG 17-0048 - Liberty Utilities (EnergyNorth Natural Gas) Corp., d/b/a Liberty
Utilities general rate case. June 2017-present.
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R/

Project Manager and Expert Witness. Review of the Company’s proposed rate base, net
operating income, and revenue requirements and offered recommendations for
adjustments. Developed a revenue requirement model analyzing the Company’s positions
and incorporating recommended adjustments. Supported Staff with Settlement discussions.
Also evaluated the Company’s calculated Rate Effects on the Federal and State Corporate
Tax Reductions provided during Settlement. Testified March 21, 2018.

Docket No. DE 16-384 - Unitil Energy Systems, Inc. general rate case. Testimony was filed
on November 16, 2016. July 2016- January 2017.

Docket No. DE 16-383 - Liberty Utilities (Granite State Electric) Corp general rate case.
Testimony was filed on December 16, 2016. July 2016- January 2017.

Project Manager and Expert Witness. Review of the Company’s proposed rate base, net
operating income, and revenue requirements and offered recommendations for
adjustments. Developed a revenue requirement model analyzing the Company’s positions
and incorporating recommended adjustments. Supported Staff with Settlement discussions.

Docket No. DG 17-0070 Northern Utilities, Inc. Rate Effects on the Federal and State
Corporate Tax Reductions. January 2018- February 2018.

Project Manager. Review of the Company’s proposed changes in its revenue requirement to
reflect the change in federal and state corporate income tax rates. Supported Staff with
Settlement discussions.

« Before the Massachusetts Department of Public Utilities on behalf of the Massachusetts

Attorney General Office

R/

R/

D.P.U. 16-106, Fitchburg Gas and Electric Light Company d/b/a Unitil. January 2017-May
2017. Expert Witness reviewing the Company’s Capital Cost Adjustment filing for
compliance to the Department’s Order.

+» Before the Arizona Corporation Commission (AZCC) on behalf of Staff

Docket No. E-01933A-15-0322, Phase I, Tucson Electric Power Company, general rate case
January 2016-August 2016. Project Manager and Expert Witness. Review of the Company’s
proposed rate base, net operating income, and revenue requirements and offered
recommendations for adjustments. Developed a revenue requirement model analyzing the
Company’s positions and incorporating recommended adjustments. Testimony was filed on
June 3, 2016. Supported Staff during Settlement of revenue requirements. Agreement filed
with Commission August 15, 2016.

Docket No. E-04204A-15-0142, UNS Electric, Inc. general rate case August 2015-January
2017. Project Manager and Expert Witness. Review of the Company’s proposed rate base,
net operating income, and revenue requirements and offered recommendations for
adjustments. Developed a revenue requirement model analyzing the Company’s positions
and incorporating recommended adjustments. Direct Testimony was filed on November 6,
2016. Surrebuttal Testimony was filed February 23, 2016.

+ Before the Connecticut Public Utilities Regulatory Authority

Docket No. 18-05-10 Yankee Gas Services Company d/b/a Eversource Energy general rate
case July 2018-present
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Docket No. 18-05-16 Connecticut Natural Gas Corporation (CNG) general rate case July
2018-present

Project Manager supporting a team of experts assisting Staff in its regulatory oversight of
Yankee Gas and CNG with a focus on revenue forecasting, rate mechanisms, and rate design;
depreciation; rate base analysis; cash working capital; and environmental remediation.
Team developed interrogatories, summarized parties positions, and developed questions
for cross examination.

Before the Nebraska Public Service Commission (NEPSC) on behalf of the Public Advocate of
Nebraska

Application NG-0095/PI-213, Investigation into the Effect of the Tax Cut and Jobs Act of
1987. March 2018-June 2018.

Project Manager and Expert Witness. Review of the tax effect filings and calculations of
Black Hills/Nebraska Gas Utility Company, LLC, Black Hills Distribution, LLC, Northwestern
Corporation. Provided report with recommendations. Supported settlement discussions
that were adopted by the Nebraska Commission.

Application NG-0093, Black Hills Energy/Nebraska Gas Utility LLC d/b/a Black Hills Energy,
September 2017-March 2018. Project Manager and Expert Witness. Evaluation of the
Company’s request for approval of accounting and regulatory treatment related to a
regulatory asset comprised of increased location costs with the ALLO Fiber Optics Project.
Testimony filed on December 18, 2017.

Application NG-0090, Black Hills/Nebraska Gas Utility, LLC d/b/a Black Hills Energy,
December 2016-August 2017. Project Manager and Expert Witness. Evaluation of the
Company’s Farm Tap Safety Proposal. Testimony filed on March 17, 2017. Supported the
Public Advocate during Settlement discussions.

Application NG-0088, SourceGas Distribution LLC, December 2015-March 2016. Project
Manager and Expert Witness. Evaluation of the company’s request for regulatory asset
treatment related to net buyout costs of gas-supply-related contracts. Testimony filed on
February 24, 2016. Supported the Public Advocate during Settlement discussions

Application NG-0084, Black Hills Holdings, Inc. acquisition of SourceGas Holdings, LLC,
October 2015-December 2015. Project Manager and Expert Witness. Analysis of the impact
of the proposed acquisition on whether it would be consistent with the public interest and
not adversely affect the utility’s ability to service its ratepayers. Testimony was filed on
November 6, 2015.

Application NG-0078, SourceGas Distribution, LLC May 2014-November 2014. Project
Manager, Lead Auditor, and Expert Witness. Led the review of the Companies’ applications
to replace its infrastructure system replacement (ISR) cost recovery charge with a
prospective System Safety and Integrity Rider (SSIR). The review included an analysis of the
Company’s projected revenue deficiency that lead to the request for the prospective SSIR.
The SSIR was subject to a detailed mathematical verification and validation of support for
the revenue requirements model and reviews of proposed projects supporting the
requested recovery of utility plant in service. Testimony on the analysis was filed in August
2014.
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On behalf of the Commissioners and Staff of the District of Columbia Public Service Commission
(DCPSC)

= Formal Case No. 1151 Washington Gas Light Company’s Application for Approval of
Reduction of Distribution Rates to Reflect the Tax Cuts and Jobs Act of 2017 March 2018-
July 2018

= Formal Case No. 1150/FC1151 Pepco base electric rate case, March 2018-present. (includes
rate impact associated with Tax-Change Effect)

=  Formal Case No. 1139 Pepco base electric rates case, October 2016-November 2017.

= Formal Case No. 1137 Washington Gas Light Company (WGL) base gas rates case, May
2016-March 2017.

= Formal Case No. 1103 Potomac Electric Power Company (Pepco) base electric rate case,
June 2013-August 2014. Project Manager.

= Formal Case No. 1093 Washington Gas Light Company (WGL) base gas rates case, July
2011-]July 2013. Project Manager.

= Formal Case No. 1087 Pepco base electric rates case, September 2011-December 2012

=  Formal Case No. 1076 Pepco base electric rates case, July 2009-December 2009

= Formal Case No. 1053 Pepco base electric rates case, February 2007-June 2008

Lead Consultant advising Commissioners and Staff of the Office of Technical and Regulatory
Analysis regarding Companies’ proposed rate base, net operating income and revenue
requirements. Assessed the companies’ and Intervenors’ positions on various issues and
provided defendable recommendations for the Commissioners’ consideration. Developed
“what if” revenue requirement model used during Commission deliberations to analyze the
impact of various adjustments. Supported the drafting of the Commission’s Order and
supplied the revenue requirement schedules to support the final decision. Supported the
Commissioners’ legal team in addressing motions for reconsideration.

= Formal Case No. 1032 Pepco base electric rates case, January-March 2005. Senior Technical
Consultant and Assistant Project Manager. Reviewed and evaluated Company's compliance
filings for class cost of service and revenue requirements for distribution service pursuit to
a settlement approved in May 2002. Provided analysis and recommended adjustments to
Staff. Proceeding was settled in anticipation of a full rate case for rates to be effective August
8,2007.

= Formal Case No. 1016 WGL natural gas base rates case, June-December 2003. Senior
Technical Consultant and Project Manager. Analyzed and recommended adjustments
regarding the company’s proposed increase to base rates - advised the Commission on
party positions during deliberations Review and evaluation of company’s depreciation
study filed with the Commission.

Before the Missouri Public Service Commission, Case No. HR-2011-0241, on behalf of the City of
Kansas City: Veolia Energy Company 2011 and 2012 electric base rates case, July-September
2011. Senior Technical Consultant. Analyzed Company’s proposed net operating income, rate
base, and revenue requirements. Supported testifying witness with drafted testimony and
development of a model to calculate an alternative revenue requirement incorporating
recommended adjustments.

Before the North Dakota Public Service Commission, Case No. PU-10-657/PU-11-55: Northern
States Power Company (NSP) 2011 and 2012 electric base rates case, April-November 2011. On
behalf of the Commission Staff, Lead Consultant and Assistant Project Manager. Led the analysis
of NSP’s rate increase filings and supported adjustments for the Commission’s consideration.
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Developed a model to calculate the appropriate revenue requirements and exhibits to support
Staff recommended adjustments.

+ Before the Connecticut Public Utilities Regulatory Authority (PURA), Docket 10-02-13:
Aquarion Water Company base rates case, on behalf of the PURA, April-August 2010. Senior
Technical Consultant and Assistant Project Manager. Reviewed the expense component of the
company’s revenue requirement and recommended adjustments for Staff consideration.

+» Before the of the Delaware Public Service Commission on behalf of Staff

=  Docket No. 09-414: Delmarva Power & Light Company (DPL) electric base rates case,
September 2009-May 2010. Expert Witness and Assistant Project Manager. Analyzed
the company’s rate increase filings and provided testimony offering adjustments for the
Commission consideration related to the rate base and revenue requirements.

=  Docket No. 06-284: DPL’s gas base rates case, October 2006-March 2007. Senior
Technical Consultant and Assistant Project Manager. Analyzed the Company’s filings,
checked the mathematical accuracy of the Company’s revenue requirements
calculations, and provided analytical support to testifying witness.

+ Before the Michigan Public Service Commission (MIPSC) on behalf of the Michigan Attorney

General

R/

Case No. U-15506: Consumers Energy Company base gas rates case, May-November 2008.
Expert Witness and Assistant Project Manager. Analyzed the company’s rate increase filings
and provided testimony offering adjustments for the Commission consideration related to
the rate base and revenue requirements - proceeding was settled through negotiations.

Case No U-15244 Detroit Edison electric base rates case, September 2007-October 2008.
Case No. U-15245 Consumers Energy Company base gas rates case, July 2007-April 2008.

Senior Technical Consultant and Assistant Project Manager. Analyzed the Company’s filings,
checked the mathematical accuracy of the Company’s revenue requirements calculations,
and provided analytical support to testifying witness.

Case No. U-14547 Consumers Energy Company base gas rates case, December 2005-April
2006. Expert Witness and Assistant Project Manager. Analyzed Company’s rate increase
filings and provided testimony offering adjustments for Commission consideration related
to the rate base and revenue requirements.

« Before the Maryland Public Service Commission (MDPSC)

Case No. 9092 Pepco electric base rates case, on behalf of the Staff of the MDPSC, December
2006-June 2007. Expert Witness and Assistant Project manager. Analyzed Company’s rate
increases filings and provided direct and rebuttal testimony offering adjustments for the
Commission consideration related to the rate base and revenue requirements.

Case No. 9062 Chesapeake Utilities Corporation gas base rates case, on Behalf of the
Maryland Office of People’s Counsel, May 2006-August 2006. Expert Witness and Assistant
Project Manager. Analyzed Company’s rate increase filings and provided testimony offering
adjustments for the Commission consideration related to the rate base and revenue
requirements - participated in settlement negotiations that were ultimately accepted by all
parties.
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Before the Hawaii Public Utilities Commission (HPUC), Docket No. 05-0075: Instituting a
Proceeding to Investigate Kauai Island Utility Cooperative’s Proposed Revised Integrated
Resource Planning and Demand Side Management Framework, On behalf of the Staff of the
HPUC, June-November 2005. Senior Technical Consultant and Assistant Project Manager.
Conducted and reported on the results of an industry survey of other cooperatives and
Commissions to obtain an overview of how other entities approach the specific issues identified
within this docket.

Before the Public Utilities Commission of the State of Colorado (COPUC), Docket No. 04A-050E:
Review of the Electric Commodity Trading Operations of Public Service Company of Colorado
(PSCo), On behalf of the COPUC Staff, March-September 2004. Expert Witness and Assistant
Project Manager. Performed a transaction audit of PSCo’s electric commodity trading
operations and submitted testimony describing the process used to conduct the investigation, a
summary of the audit findings, and discussion of the significance of the findings.

Before the New York Public Service Commission, Case No. 00-E-0612: Proceeding on Motion of
the Commission to Investigate the Forced Outage at Consolidated Edison Company of New York,
Inc.’s Indian Point No. 2 Nuclear Generation Facility, On behalf of Consolidated Edison Company
of New York, Inc., October 2000-September 2003. Project Manager. Supervised cross functional
teams to assist scheduling and nuclear engineering experts with responses to interrogatories
and the development of three comprehensive rebuttal testimonies on the prudence of extended
outages at the Indian Point 2 nuclear power plant. The proceeding settled prior to filing of
testimony.

Civil Litigation

ADF Construction vs. Kismet, On Behalf of ADF Construction, December 2003-February 2004.
Assistant Project Manager for a delay and disruption construction claim related to a large hotel
complex in North Carolina - worked with scheduling experts to determine schedule delay and
disruption and calculated related damages.

On behalf of New Carolina Construction, July 2002-January 2003

= New Carolina Construction vs. Atlantic Coast
=  New Carolina Construction vs. Acousti

Project Manager for a delay and disruption claim related to construction of a large high
school complex in South Carolina - worked with scheduling experts to determine schedule
delay and disruption and calculated related damages. Claim was settled out of court.

State of Nevada Bureau of Consumer Protection, September-December 2003. Assistant Project
Manager for damage assessment project related to potential litigation regarding the Western
Market Manipulation.

Oakwood Homes, On behalf of Oakwood Homes, February 1999-May 2000. Assistant Project
Manager for a delay and disruption claim related to the construction of a large manufacturing
facility in Texas — worked with scheduling experts to determine schedule delay and disruption
and calculated related damages. Dispute was settlement through mediation.

McMillan Carter, On behalf of McMillan Carter, June-September 2002. Project Manager for a
delay and disruption claim related to construction of a large high school complex in North
Carolina - worked with scheduling experts to determine schedule delay and disruption and
calculated related damages. Claim was settled out of court.
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¢+ Fluor Daniel Inc. vs. Solutia, Inc., On behalf of Fluor Daniel, May 2000-August 2001. Assistant
Project Manager for a delay and disruption construction claim related to large chemical
processing facility in Texas - worked with scheduling experts to determine schedule delay and
disruption and calculated related damages. Dispute proceeded through mediation.

« First National Bank of South Carolina vs. Pappas, On Behalf of First National Bank of South
Carolina, 1991-1992. Civil litigation, deposed during pre-trial discovery on analytical findings
related to check kiting and fraudulent loan applications. Supported counsel and expert
witnesses during civil proceeding.

« First Union vs. Pappas, On Behalf of First Union, 1991-1992. Civil litigation, deposed during
pre-trial discovery on analytical findings related to check kiting and fraudulent loan
applications. Dispute was settled out of court.

Testimony proffered

Before the Arizona Corporation Commission
= Tucson Electric Power Company - Docket No. E-01933A-0239
= UNS Electric, Inc. - Docket No. E-04204A-15-0142

Before the Colorado Public Utilities Commission
= Public Service Company of Colorado - Docket No. 04A-050E

Before the Delaware Public Service Commission
= Delmarva Power & Light Company - Docket No. 09-414

Before the Maryland Public Service Commission
= Potomac Electric Power Company - Case No. 9092
= Chesapeake Utilities Corporation - Case No. 9062

Before the Michigan Public Service Commission
= Consumers Energy Company - Case No. U-15506
= Consumers Energy Company - Case No. U-14547

Before the Public Service Commission of Nebraska
= SourceGas Distribution LLC - Docket No. NG-0078
= Black Hills Utility Holdings, Inc. and Source Gas Holdings Inc. - Docket No. NG-0084
= SourceGas Distribution LLC - Docket No. NG-0088
= Black Hills Energy - Docket No. NG-0090

Before the New Hampshire Public Utilities Commission
= Unitil Energy Systems, Inc. - Docket No. DE 16-384
= Liberty Utilities (Granite State Electric) Corp. - Docket No. DE 16-383
= Liberty Utilities (EnergyNorth Natural Gas) Corp., d/b/a Liberty Utilities — Docket No. DG 17-
0048

Before the Pennsylvania Public Utilities Commission
= The York Water company - Docket No. R-2018-3000019

System Implementation
Mrs. Mullinax has worked with various business and local governmental entities to design

and implement accounting and business systems that addressed real world problems and concerns.
She has developed accounting policy and procedure manuals for county governments, a library, and
a water utility.
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Professional Experience

Blue Ridge Consulting Services, Inc.: 2004 - Present
President

Vice President and Chief Financial Officer

Senior Technical Consultant / Expert Witness

Hawks, Giffels &Pullin, Inc.: 1993 - 2004
Vice President and Chief Financial Officer
Executive Consultant

Controller

Cherry, Bekaert & Holland, CPAs: 1991 - 1993
Accounting Supervisor

Senior Accountant

Staff Accountant

Smith, Kline and French Pharmaceutical Company: 1988 - 1991
Professional Sales Representative

Milliken & Company: 1979 - 1988
Quality Assurance Manager
Technical Cause Analyst
Department Manager

Professional Certification

Certified Public Accountant (CPA), State of South Carolina - 1993
Certified Financial Planner (CFP) - 1994

Certified Internal Auditor (CIA) - 2006

Chartered Global Management Account (CGMA) - 2012

Professional Affiliations

Member of the American Institute of Certified Public Accountants (AICPA)
Member of the South Carolina Association of Certified Public Accountants (SCACPA)

Member of the Institute of Internal Auditors (I1A)

Member of the Western Carolinas Chapter of the Institute of Internal Auditors (WCIIA)

Education

Clemson University, B.S. Administrative Management with honors, 1978

Clemson University, M.S. in Management, 1979
College for Financial Planning, 1994
NARUC Utility Rate School, 32rd Annual Eastern
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Case No. 2018-00294 Kentucky Utilities Company
Case No. 2018-00295 Louisville Gas and Electric Company
Direct Testimony of Donna Mullinax

List of Exhibits

DHM-1 Ratemaking Schedules KU
DHM-2 Ratemaking Schedules LG&E-Electric
DHM-3 Ratemaking Schedules LG&E-Gas
DHM-4 OAG DR to KU 1-85

DHM-5 OAG DR to LGE 1-85

DHM-6 OAG DR to LGE 2-79

DHM-7 PSC DR to KU 2-65 (electronic files)
DHM-8 PSC DR to KU 1-13 (partial)
DHM-9 PSC DR to LGE 2-75 (electronic files)
DHM-10  PSC DR to LGE 1-13 (partial)
DHM-11  OAG DR to LGE 1-55
DHM-12  OAG DR to LGE 1-57
DHM-13  Metro DR to LGE 2-38
DHM-14 PSC DR to KU 1-21

DHM-15 OAG DR to KU 2-77

DHM-16  OAG DR to KU 1-64

DHM-17 OAG DR to KU DR 2-21
DHM-18 LFUC DR to KU 1-58
DHM-19  PSC DR to KU 3-27

DHM-20 PSC DR to LGE 3-26

DHM-21 KIUC DR to KU 1-60
DHM-22 KIUC DR to LGE 1-52
DHM-23  OAGDR to KU 1-114
DHM-24  OAG DR to LGE 1-114
DHM-25  OAG DR to LGE 1-81
DHM-26  OAG DR to KU 1-81

DHM-27 OAG DR to KU 1-92

DHM-28  OAG DR to LGE 1-92
DHM-29  OAG DR to KU 1-91

DHM-30 OAG DR to LGE 1-91
DHM-31 OAG DR to KU 1-98 (partial)
DHM-32  OAG DR to LGE 1-98 (partial)
DHM-33  OAG DR to KU 2-63

DHM-34  OAG DR to LGE 2-63
DHM-35 OAG DR to KU 1-78

DHM-36 OAG DR to KU 2-52

DHM-37 OAG DR to LGE 1-78
DHM-38  OAG DR to LGE 2-52
DHM-39  OAG DR to KU 1-84

DHM-40  OAG DR to LGE 1-84
DHM-41  PSC DR to KU 3-23

DHM-42  PSC DR to LGE 3-21

DHM-43  OAG DR to KU 1-73

DHM-44  OAG DR to LGE 1-73
DHM-45 OAG DR to KU 1-21

DHM-46  OAG DR to KU 1-9



Case No. 2018-00294 Kentucky Utilities Company
Case No. 2018-00295 Louisville Gas and Electric Company
Direct Testimony of Donna Mullinax

DHM-47
DHM-48
DHM-49
DHM-50
DHM-51
DHM-52
DHM-53
DHM-54
DHM-55
DHM-56
DHM-57
DHM-58
DHM-59
DHM-60

LFUCG DR to KU 1-49

OAG DR to KU 2-29

OAG DR to LGE 2-29

KIUC DR to KU 1-65

Case No. 2018-00034 - PSC 2-1 (electronic files)
OAG DR to KU 1-132

OAG DR to KU 1-127

PSC DR to KU 1-53 (electronic files)

PSC DR to LGE 1-53 (electronic files)
OAG DR to KU 1-93

OAG DR to LGE 1-93

OAG DR to KU 1-59

OAG DR to LGE 1-59

Excerpt from Accounting for Public Utilities



Kentucky Public Service Commission

Kentucky Utilities Company

List of Schedules

Line #

Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
Page 1 of 32

Case No. 2018-00294

Description

© O NO OB WN -

KU Schedule 1
KU Schedule 1.1
KU Schedule 1.2
KU Schedule 2
KU Schedule 2.1
KU Schedule 3
KU Schedule 3.1
KU Schedule 3.2
KU Schedule 3.3
KU Schedule 3.4
KU Schedule 3.5
KU Schedule 3.5.1
KU Schedule 3.6
KU Schedule 3.7
KU Schedule 3.8
KU Schedule 3.9
KU Schedule 3.10
KU Schedule 3.11
KU Schedule 3.12
KU Schedule 3.13
KU Schedule 3.14
KU Schedule 3.15
KU Schedule 3.16
KU Schedule 3.17
KU Schedule 3.18

Summary Comparison of Revenue Requirement

Revenue Requirements with OAG's Recommended Adjustments
Computation of Gross-Up Conversion Factor

Rate of Return Calculation

Effect of Proxy ROE on Company's Revenue Deficiency
Ratemaking Adjustments

Adjustment 1

Slippage

This schedule intentionally left blank to maintain numbering with other utilities.
This schedule intentionally left blank to maintain numbering with other utilities.

Adjustment 4
Adjustment 5
Adjustment 5
Adjustment 6
Adjustment 7
Adjustment 8
Adjustment 9
Adjustment 10
Adjustment 11
Adjustment 12
Adjustment 13
Adjustment 14
Adjustment 15
Adjustment 16
Adjustment 17
Adjustment 18

Plant Held for Future Use

Working Capital

Cash Working Capital Workpaper

Late Payment Credit

Employee Retirement Plans

Directors and Officers Liability Insurance

Dues for EEIl and EPRI

Outside Counsel Expense

Credit Card Rebate

Economic Development

Customer Education

Baseline ECR Beneficial Reuse Operating Expense Credit
Merger Mitigation Depancaking

Amortization of Storm Damage Regulatory Asset
Amortization of Tax Reform Regulatory Liability
Interest Synchronization



Kentucky Public Service Commission

Kentucky Utilities Company

Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
Page 2 of 32

Case No. 2018-002¢
KU Schedule 1

Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020

Summary Comparison of Revenue Requirement

Line Description Company Recommended Difference
(A) (B) ©
1 Jurisdictional Capitalization 4,099,135,883 $4,012,779,717 $(86,356,166)

Rate of Return
Return Requirement

Adjusted Net Operating Income

Income Tax Effect

Revenue (Sufficiency) Deficiency

2

3

4

5 Deficiency
6

7

8 Solar Share and Electric Vehicle Rounding
9

Revenue Increase

Notes and Sources

7.56% 7.18% -0.38%
309,857,872 288,062,872 (21,795,000)
225,740,344 245,621,775 19,881,431

84,117,528 42,441,096 (41,676,431)
28,545,797 14,402,646 (14,143,152)
112,663,325 56,843,742 (55,819,583)
(203,466) (203,466) -
112,459,859 $ 56,640,276 $ (55,819,583)

Schedule 1.1



Kentucky Public Service Commission

Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
Page 3 of 32

Case No. 2018-00294

KU Schedule 1.1

Kentucky Utilities Company Page 1 of 1
Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020
Revenue Requirements with OAG's Recommended Adjustments
Recommended Adjusted
Line Description Company Adjustments Total
(A) (B) (©)
1 Rate Base
2 Plant in Service $ 7,719,113,381 $(21,624,620) $7,697,488,761
3 Property Held for Future Use 1,561,634 (240,853) 1,320,781
4 Accumulated Depreciation (2,974,075,465) - (2,974,075,465)
5 Net Plant in Service $ 4,746,599,550 $4,724,734,077
6 Construction Work in Progress 134,479,318 - 134,479,318
7 Net Plant $ 4,881,078,868 $4,859,213,395
8 Cash Working Capital 94,636,138 (48,885,659) 45,750,479
9 Other Working Capital Allowances 130,931,331 (15,605,034) 115,326,297
10 Customers' Advances for Construction (951,647) - (951,647)
11 Deferred Income Tax (976,331,381) - (976,331,381)
12 Investment Tax Credits (84,144,327) - (84,144,327)
13 Other Items - - -
14 Total Jurisdictional Rate Base $ 4,045,218,983 $ (86,356,166) $3,958,862,816

15 Jurisdictional Capitalization
16 Used for Return Requirement

17 Rate of Return
18 Return Requirement

19 Revenues

20 Electric Sales Revenues
21 Other Operating Revenues
22 Total Revenues

23 Expenses

24 O&M Expenses

25 Depreciation and Amortization
26 Regulatory Debits

27 Taxes other than Income Taxes
28 Income Taxes

29 Investment Tax Credits

30 Total Operating Expenses

31 Net Operating Income

32 Deficiency

33 Gross-Up Conversion Factor
34 Revenue (Sufficiency) Deficiency
35 Solar Share and Electric Vehicle Rounding

36 Revenue Increase

37 Percent of Request

Notes and Sources

$ 4,099,135,883
$ 4,099,135,883

7.56%

$ (86,356,166)

$ (86,356,166)

4,012,779,717

4,012,779,717

7.18%

$ 309,857,872

$ (21,795,000)

$ 288,062,872

$ 1,408,801,019
38,850,409

$1,408,800,774
39,187,795

$ 1,447,651,427

$ (245)
$ 337,386
$ 337,141

$1,447,988,568

$ 884,639,921
268,954,148

43,682,224
24,634,790

$ (24,219,629)
(2,074,087)

(112,869)
6,862,295

$ 860,420,292
266,880,061

43,569,355
31,497,085

$ 1,221,911,083

$ (19,544,290)

$1,202,366,793

$ 225,740,344

$ 19,881,431

$ 245,621,775

$ 84,117,528
1.339356

$ 112,663,325
(203,466)

$ 112,459,859

$ (41,676,431)

$ (55,819,583)

$ (55,819,583)

$ 42,441,096

1.339356
$ 56,843,742
(203,466)

$ 56,640,276

-49.64%

Column A, Lines 1-14: Garrett, Schedule B-1
Column A, Line 15 and 17, Schedule 2
Column A, Lines 19-30: Garrett, Schedule C-1
Column A, Line 33: Schedule 1.2

Column A, Line 35: Testimony of Robert M. Conroy, page 11, lines 9-17



Kentucky Public Service Commission

Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
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Case No. 2018-00294
KU Schedule 1.2

Kentucky Utilities Company Page 1 of 1

Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020

Computation of Gross-Up Conversion Factor

Adjusted
Line Description Company Adjustment Amount
(A) (B) (©)

1 Bad Debt Expense 0.32% 0.32%
2 PSC Fees 0.20% 0.20%
3 Subtotal 0.52% 0.52%
4 Percent Income Before State Income Taxes 99.48% 99.48%
5 Statutory Rate-State 5.00% 5.00%
6 Effective Rate-State 4.97% 4.97%
7 Percent Income Before Federal Income Taxes 94.51% 94.51%
8 Statutory Rate-Federal 21.00% 21.00%
9 Effective Rate-Federal 19.85% 19.85%
10 Total Composite Tax rate 25.3373% 25.3373%
11 Tax Gross Up Factor 74.6627% 74.6627%
12 Gross-Up Conversion Factor 1.339356| | 1.339356|

Notes and Sources

Column A: Garrett, Schedule H-1
Line 1: Uncollectibles based on five year average net charge off % (OAG-KU DR 1.85)



Case Nos. 2018-00294 and 2018-00295

Exhibit DHM-1
Page 5 of 32
Kentucky Public Service Commission Case No. 2018-00294
KU Schedule 2
Kentucky Utilities Company Page 1 of 1
Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020
Rate of Retumn Calculation
Jurisdictional Capital Weighted
Line Description Adjusted Capital Structure Cost % Cost %
(A) (B) (€) (D)
Company Proposed Rate of Return

1 Short-Term Debt 51,047,467 1.25% 3.23% 0.040%

2 Long-Term Debt 1,882,004,471 45.91% 4.38% 2.01%

3 Common Equity 2,166,083,945 52.84% 10.42% 5.51%

4 Total 4,099,135,883 100.00% 7.56%

Proxy Rate of Return

5 Short-Term Debt 51,047,467 1.25% 3.23% 0.040%

6 Long-Term Debt 1,882,004,471 45.91% 4.38% 2.01%

7 Common Equity 2,166,083,945 52.84% 9.70% 5.13%

8  Total 4,099,135,883 100.00%

Notes and Sources

Column A and B, lines 1-4: Arbough, Schedule J-1.1/J-1.2, Page 1 (13 Month Average)
Column C, line 7: Proxy ROE from Case No. 2016-00370, Order dated June 22, 2017, page 18



Kentucky Public Service Commission

Kentucky Utilities Company

Case Nos. 2018-00294 and 2018-00295

Exhibit DHM-1
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Case No. 2018-00294

KU Schedule 2.1
Page 1 of 1

Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020

Effect of Proxy ROE on Company's Revenue Deficiency

Company
Line Description Proposed Adjustment Total
(A) (B) (€)

1 ROE of 9.7%

2 Capitalization $4,099,135,883 $4,099,135,883
3 Rate of Retumn 7.56% -0.38% 7.18%
4 Retum Requirement $ 309,857,872 $(15,595,804) $ 294,262,067
5 Net Operating Income $ 225,740,344 $ 225,740,344
6 Deficiency $ 84,117,528 $ 68,521,723
7 Revenue Conversion Factor 1.33936 1.33936
8 Revenue Deficiency $ 112,663,325 $(20,888,336) $ 91,774,989

Notes and Sources

Column A: Summary Totals from Schedule 1



Kentucky Public Service Commission

Case Nos. 2018-00294 and 2018-00295

Case No. 2018-00294

KU Schedule 3

Kentucky Utilities Company Page 1 of 2
Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020
Ratemaking Adjustments
Company Adjustment
Line Description C Adjustment 1 Adjustment 4 Adjustment 5 Adjustment 6 Adjustment 7 Adjustment 8 Adjustment9  Adjustment10 Adjustment 11 Subtotal
(A) (B) (€) (D) (E) F) (G) (H) [0} ) (K)
Reference Schedule KU Schedule 3.1 KU Schedule 3.4 KU Schedule 3.5 KU Schedule 3.6 KU Schedule 3.7 KU Schedule 3.8 KU Schedule 39 U S;:‘gd“'e KU S;;‘fd“'e
1 Rate Base
2 Plant in Service $7,719,113,381 $(21,624,620) $ (21,624,620)
3 Property Held for Future Use 1,561,634 (240,853) (240,853)
4 Accumulated Depreciation (2,974,075,465) -
5 Net Plant in Service 4,746,599,550 (21,624,620) (240,853) - - - - - - - (21,865,473)
6 Construction Work in Progress $ 134,479,318 $ -
7 Net Plant $4,881,078,868  $(21,624,620) $ (240,853) $ - $ - $ - $ - $ - $ - $ - $ (21,865,473)
8 Cash Working Capital 94,636,138 (48,885,659) (48,885,659)
9 Other Working Capital Allowances 130,931,331 (15,605,034) (15,605,034)
10 Customers' Advances for Construction (951,647) -
11 Deferred Income Tax (976,331,381) -
12 Investment Tax Credits (84,144,327) -
13 Other Items - -
14 Total Jurisdictional Rate Base $4,045,218,982 $(21,624,620) $ (240,853) $(64,490,693) §$ - $ - $ - $ - $ - $ - $ (86,356,166)
15 Jurisdictional Capitalization $4,099,135,883 $(21,624,620) $ (240,853) $(64,490,693) $ (86,356,166)
16 Used for Return Requirement $4,099,135,883 $(21,624,620) $ (240,853) $(64,490,693) $ - $ - $ - $ - $ - $ - $ (86,356,166)
17 Rate of Return 7.56% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18%
18 Return Requirement $ 309,857,872 $ (1,552,353) $ (17,290) $ (4,629,552) § - $ - $ - $ - - $ - $ (6,199,195)
19 Revenues
20 Electric Sales Revenues $1,408,801,019  $ (245) $ (245)
21 Other Operating Revenues 38,850,409 337,386 337,386
22 Total Revenues $1,447,651,427 $ (245) _$ - $ - $ 337,386 $ - $ - $ - - $ - $ 337,141
23 Expenses
24 0O&M Expenses $ 884,639,921 $  (13,912) $ (2,018,838) $ (138,798) $ (2,455,099) (442,028) $ (210,764) $  (5,279,439)
25 Depreciation and Amortization 268,954,148 $ (630,852) (630,852)
26 Regulatory Debits - -
27 Taxes other than Income Taxes 43,682,224 (112,869) (112,869)
28 Income Taxes 24,634,790 282,655 84,178 503,700 34,630 612,547 110,286 52,585 1,680,581
29 Investment Tax Credits - -
30 Total Operating Expenses $1,221,911,083  _§  (474,978) _$ - $ - $ 84,178 _$ (1,515,138) _$ (104,168) _$ (1,842,552) (331,742) $  (158,179) _$  (4,342,579)
31 Net Operating Income $ 225,740,344 $ 474,733 $ - $ - $ 253,208 $ 1515138 $ 104,168 $ 1,842,552 331,742 $ 158,179 $ 4,679,720
32 Deficiency $ 84,117,528 $ (2,027,086) $  (17,290) $ (4,629,552) $ (253,208) $ (1,515,138) $ (104,168) $ (1,842,552) (331,742) $ (158,179) $ (10,878,915)
33 Gross-up Conversion Factor 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936
34  Revenue (Sufficiency) Deficiency $ 112,663,325 _$ (2,714,990) _$  (23,157) _$ (6,200,619) _$ (339,136) _$ (2,029,309) $ (139,518) _$ (2,467,834) (444,320) $  (211,858) _$ (14,570,741)
Check $ 112,663,325
35 Percent of Request -2.4% 0.0% -5.5% -0.3% -1.8% -0.1% -2.2% -0.4% -0.2%
Adjustment 1 Slippage Adjustment 7 Employee Retirement Plans
Adjustment 2 N/A Adjustment 8 Directors and Officers Liability Insurance
Adjustment 3 N/A Adjustment 9 Dues for EEl and EPRI

Adjustment 4
Adjustment 5
Adjustment 6

Plant Held for Future Use

Working Capital

Late Payment Credit

Adjustment 10
Adjustment 11

Outside Counsel Expense
Credit Card Rebate

Exhibit DHM-1
Page 7 of 32



Kentucky Public Service Commission

Case Nos. 2018-00294 and 2018-00295

Case No. 2018-00294

KU Schedule 3

Kentucky Utilities Company Page 2 of 2
Base Period ending December 31, 2018; Fully Forecasted Test Period ending April 30, 2020
Ratemaking Adjustments
(in thousands)
Carry Adjustment Approved
Line Description Forward Adjustment12 _Adjustment 13 Adjustment 14 Adjustment 15 Adjustment16 _Adjustment17 _Adjustment18 Subtotal Totals
(A) (8) (€) (D) (E) (F) (G) (H) [0} ) (K)
KU Schedule KU Schedule KU Schedule KU Schedule
Reference Schedule 312 KU Schedule 3.13 KU Schedule 3.14 KU Schedule 3.15 316 317 318
1 Rate Base
2 Plant in Service $ (21,624,620) $ (21,624,620) $ 7,697,488,761
3 Property Held for Future Use (240,853) (240,853) 1,320,781
4 Accumulated Depreciation - - (2,974,075,465)
5 Net Plant in Service (21,865,473) - - - - - - - (21,865,473) 4,724,734,077
6 Construction Work in Progress $ - $ - $ 134,479,318
7 Net Plant $ (21,865,473) § - $ - $ - $ - $ - $ - $ - $ (21,865,473) $ 4,859,213,395
8 Cash Working Capital (48,885,659) (48,885,659) 45,750,479
9 Other Working Capital Allowances (15,605,034) (15,605,034) 115,326,297
10 Customers' Advances for Construction - - (951,647)
11 Deferred Income Tax - - (976,331,381)
12 Investment Tax Credits - - (84,144,327)
13 Other Items - - -
14 Total Jurisdictional Rate Base $ (86,356,166) $ - $ - $ - $ - $ - $ - $ - $ (86,356,166) $ 3,958,862,816
15 Jurisdictional Capitalization $ (86,356,166) $ (86,356,166) $ 4,012,779,717
16 Used for Return Requirement $ (86,356,166) $ - $ - $ - $ - $ - $ - $ - $ (86,356,166) $ 4,012,779,717
17 Rate of Return 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18% 7.18%
18 Return Requirement $ (6,199,195) § - $ - $ - $ - $ - $ - $ - $  (6,199,195) $ 288,062,872
19 Revenues
20 Electric Sales Revenues $ (245) $ (245) $ 1,408,800,774
21 Other Operating Revenues 337,386 337,386 39,187,795
22 Total Revenues $ 337,141 $ - $ - $ - $ - $ - $ - $ - $ 337,141 $ 1,447,988,568
23 Expenses
24 08&M Expenses $ (5279,439) $ (1,672,534) $ (1,260,000) $  (440,000) $ (15,101,486) $  (466,170) $ (24,219,629) $ 860,420,292
25 Depreciation and Amortization (630,852) $ (1,443,235) (2,074,087) 266,880,061
26 Regulatory Debits - - -
27 Taxes other than Income Taxes (112,869) (112,869) 43,569,355
28 Income Taxes 1,680,581 417,297 314,370 109,780 3,767,821 116,310 13,817 442,319 6,862,295 31,497,085
29 Investment Tax Credits - - -
30 Total Operating Expenses $ (88,036,747) _$ (1,255,237) _$  (945,630) _$  (330,220) _$ (11,333,665) S  (349,860) $ (1,429,418) $ 442,319 § (19,544,290) _$ 1,202,366,793
31 Net Operating Income $ 88,373,888 $ 1,255,237 $ 945,630 $ 330,220 $ 11,333,665 $ 349,860 $ 1,429,418 $ (442,319) § 19,881,431 $ 245,621,775
32 Deficiency $ (94,573,083) $ (1,255237) $  (945,630) $  (330,220) $ (11,333,665) $ (349,860) $ (1,429,418) $ 442,319 $ (26,080,627) $ 42,441,096
33 Gross-up Conversion Factor 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936 1.33936
34 Revenue (Sufficiency) Deficiency $ (1,681,209) $ (1,266,535) _$  (442,282) _$ (15,179.814) _$  (468,587) _$ (1,914,500) $ 592423 $ (34,931,247) _$ 56,843,742
Check 56,843,742
35 Percent of Request -1.5% -1.1% -0.4% -13.5% -0.4% 1.7% 0.5% -

Adjustment 12
Adjustment 13
Adjustment 14
Adjustment 15

Economic Development
Customer Education

Baseline ECR Beneficial Reuse Operating Expense Credit
Merger Mitigation Depancaking

Adjustment 16
Adjustment 17
Adjustment 18

Amortization of Storm Damage Regulatory Asset
Amortization of Tax Reform Regulatory Liability

Interest Synchronization

Exhibit DHM-1
Page 8 of 32



Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
Page 9 of 32

Kentucky Public Service Commission

Case No. 2018-00294

KU Schedule 3.1

Kentucky Utilities Company Page 1 of 1
Adjustment 1
Slippage
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)

1 Rate Base

2 Plant

3 Impact to Rate Base

4 Revenues

5 Electric Sales Revenues

6 Other Operating Revenues

7 Expenses

8 O&M Expenses

9 Depreciation and Amortization
10 Taxes Other Than Income Taxes
11 Total Income Taxes

12 Total Operating Expenses

13 Impact to Operating Income

Notes and Sources

$ 4,099,135,883

$ 4,099,135,883

I's 1,624,620

$ (21,624,620)

$ 4,077,511,263

$ 4,077,511,263

$ 1,408,801,019
38,850,409

$ 1,447,651,427

$ 884,639,921
268,954,148
43,682,224
24,634,790

B (245)|
$ -
$ (13,912)
(630,852)
(112,869)
282,655

$ 1,408,800,774
38,850,409

$ 1,447,651,183

$ 884,626,009
268,323,296
43,569,355
24,917,445

$ 1,221,911,083

$  (474,978)

$ 1,221,436,105

$ 225,740,344

$ 474,734

$ 226,215,078

Column A, line 1: MFR Schedue A
Column A, lines 5-14 1: MFR Schedue C-1

Column C: Response to PSC-KU 2.065, Attachments Schedule A and Schedule C-1



Case Nos. 2018-00294 and 2018-00295
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Kentucky Public Service Commission Case No. 2018-00294
KU Schedule 3.2
Kentucky Utilities Company Page 1 of 1

This schedule intentionally left blank to maintain numbering with other utilities.
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Kentucky Public Service Commission Case No. 2018-00294
KU Schedule 3.3
Kentucky Utilities Company Page 1 of 1

This schedule intentionally left blank to maintain numbering with other utilities.



Case Nos. 2018-00294 and 2018-00295
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Kentucky Public Service Commission Case No. 2018-00294

KU Schedule 3.4
Kentucky Utilities Company Page 1 of 1
Adjustment 4

Plant Held for Future Use

Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)
1 Lonesome Pine Substation-Land and Site Prep ~ $ 240,853 | $ (240,853) $ -
2 Impact to Rate Base $ 240,853 $ (240,853) $ -

Notes and Sources

Column A, line 1: Garret Scheudle B-2.6
Column B, line 1: Response to AG-KU DR 2-77



Kentucky Public Service Commission

Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
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Case No. 2018-00294
KU Schedule 3.5

Kentucky Utilities Company Page 1 of 1
Adjustment 5
Working Capital
Company Operating Average Net (Lead)/ Adjusted
Line Description Proposed Expenses Daily Lag Days Adjustment Amount
(A) (B) (©) (D) (E) (F)
1 Cash Working Capital $ 94,636,138 $(48,909,465) $ 45,726,673
2 Update for Adjustments
3 O&M Expense R
4 Employee Retirement (2,018,838) (5,516) 22.74 (125,433) (125,433)
5 D&O Insurance (138,798) (379) 19.91 (7,551) (7,551)
6 Outside Counsel (442,028) (1,208) 19.91 (24,046) (24,046)
7 Remaining O&M Expense (21,619,965) (59,071) (6.62) 391,337
8 Depreciation and Amortization (2,074,087) (5,667) - - -
9 Taxes Other Than Income Taxes (112,869) (308) (112.27) 34,622 34,622
10 Income Taxes (without Interest Synchronization) 6,419,976 17,541 7.80 136,790 136,790
11 Interest Synchronization 442,319 1,209 7.80 9,424 9,424
12 Total Operating Expenses (19,544,290)
Check from Schedule 3 -
13 Cash Working Capital $ 94,636,138 I $g48,885,6592| $ 45,750,479
14 Prepayments $ 15,605,034 $(15,605,034)] $ -
15 Impact to Rate Base $110,241,172 $ (64,490,693) $ 45,750,479

Notes and Sources

Column A, lines 1 and 15: Garrett, Schedule B-5, page 2 of 2

Column C, line 1: CWC WP
Column C, line 2: Schedule 3.18
Column C, line 3: Schedule 3.5.1, line 24



Case Nos. 2018-00294 and 2018-00295
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Kentucky Public Service Commission Case No. 2018-00294
KU Schedule 3.5.1

Kentucky Utilities Company

Adjustment 5

Cash Working Capital Workpaper

As Filed by Company Adjusted
Working Working
Expense Net Capital Average Expense Net Capital
Allocation  Forecast Period  Average Daily Revenue (Lead)lLag (Lead)Lag  (Provided)/ Allocation  Forecast Period Daily Revenue  (Lead)La (Lead)Lag  (Provided)
Line Description Total Company Factor Jurisdictional Amount Lag Days Days Days Required Total Company Factor Jurisdictional Amount Lag Days g Days Days Required Adjustment
O&M Expenses:
1 Fuel: Coal $ 295,804,202 94.101% § 278,354,463 $ 760,531 45.30 (27.28) 18.02 $ 13,703,507 $ 295,804,202 94.101% $ 278,354,463 $ 760,531 45.30 (27.28) 18.02 $ 13,703,507
2 Fuel: Gas $ 127,316,246 94.101% $ 119,805,754 $ 327,338 45.30 (39.32) 5.98 $ 1,956,936 $ 127,316,246 94.101% $ 119,805,754 $ 327,338 45.30 (39.32) 5.98 $ 1,956,936
3 Fuel: Oil $ 2,965,300 94.101% § 2,790,374 $ 7,624 45.30 (17.32) 27.98 $ 213,306 $ 2,965,300 94.101% §$ 2,790,374 $ 7,624 45.30 (17.32) 27.98 $ 213,306
4 Other Non-Fuel Commodities $ 11,163,321 94.101% $ 10,504,787 $ 28,702 45.30 (27.76) 17.54 $ 503,378 $ 11,163,321 94.101% $ 10,504,787 $ 28702 45.30 (27.76) 17.54 $ 503,378
5 Purchased Power $ 58,036,196 94.026% $ 54,569,078 $ 149,096 45.30 (23.66) 21.63 $ 3,225,534 $ 58,036,196 94.026% $ 54,569,078 $ 149,096 45.30 (23.66) 21.63 $ 3,225,534
6 Payroll Expense $ 42,880,206 94.070% $ 40,337,352 $ 110,211 45.30 (13.01) 32.29 $ 3,558,447 $ 42,880,206 94.070% $ 40,337,352 $ 110,211 45.30 (13.01) 32.29 $ 3,558,447
7 Pension Expense $  (1,845117) 94.070% §  (1,735,699) § (4,742) 45.30 - 4530 $ (214,820) $  (1,845117)  94.070% $ (1,735699) $  (4,742) - -8 -
8 OPEB Expense $ 425,663 94.070% $ 400,421 $ 1,094 45.30 - 45.30 $ 49,558 $ 425,663 94.070% $ 400,421 $ 1,094 - -8 -
9 Team Incentive Award Compensation $ 3,289,813 94.070% $ 3,094,723 $ 8,456 45.30 (244.79) (199.49) § (1,686,807) § 3,289,813 94.070% $ 3,094,723 $ 8,456 45.30 (244.79) (199.49)  § (1,686,807)
10 401k Match Expense $ 2,387,490 94.070% $ 2,245,909 $ 6,136 45.30 (22.56) 22.74 $ 139,541 $ 2,387,490 94.070% $ 2,245,909 $ 6,136 45.30 (22.56) 22.74 $ 139,541
1" Retirement Income Account Expense $ 1,020,651 94.070% $ 960,125 $ 2,623 45.30 (283.50) (238.20) $ (624,873) § 1,020,651 94.070% $ 960,125 $ 2,623 45.30 (283.50) (238.20) $  (624,873)
12 Uncollectible Expense $ 5155113  95003% §$ 4,897,522 § 13,381 45.30 (131.70) (86.40) $ (1,156,147) $ 5155113 95.003% $ 4,897,522 $ 13,381 4530  (131.70) (86.40) $ (1,156,147)
13 Major Storm Damage Expense $ 3,189,917 94.068% $ 3,000,679 $ 8,199 45.30 (41.74) 3.56 $ 29,160 $ 3,189,917 94.068% $ 3,000,679 $ 8,199 45.30 (41.74) 3.56 $ 29,160
14 Charges from Affiliates $ 194,926,536 93.818% § 182,875,398 $ 499,660 45.30 (25.39) 19.91 $ 9,948,364 $ 194,926,536 93.818% $ 182,875,398 $ 499,660 45.30 19.91 $ 9,948,364
15 Other O&M $ 188,803,771 92.883% _$ 175,366,533 $ 479,144 45.30 (48.05) (2.75) _$ (1,317,384) _$ 188,803,771 92.883% _$ 175,366,533 $ 479,144 45.30 (6.62) $ (3,174,263)
16 Total O&M Expenses $ 935,519,308 $ 877,467,419 $ 28,327,701 $ 935,519,308 $ 877,467,419 $ 26,636,085
- ) - - $ -
17 Depreciation and Amortization Expense
18 Depreciation and Amortization $ 358,688,939 93.593% § 335,708,969 $ 917,238 45.30 - 45.30 $ 41,549,335 $ 358,688,939 93.593% $ 335,708,969 $ 917,238 - -8 -
19 Regulatory Debits $ 9,627,285 88.228% $ 8,493,973 $ 23,208 45.30 - 45.30 $ 1,051,265 $ 9,627,285 88.228% $ 8,493,973 $ 23,208 - -8 -
20 Amortization of Regulatory Assets $ 6,650,186 100.000% $ 6,650,186 $ 18,170 45.30 - 45.30 $ 823,067 $ 6,650,186 100.000% $ 6,650,186 $ 18170 - -8 -
21 Amortization of Regulatory Liabilities $ (3,183,173) 100.000% _$ (3,183,173) § (8,697) 45.30 - 45.30 $ (393,968) _$ (3,183,173) 100.000% _$ (3,183,173) § (8,697) - - 8 -
22 Total Depreciation and Amortization Expense $ 371,783,238 $ 347,669,956 $ 43,029,698 $ 371,783,238 $ 347,669,956 $ -
23 Income Tax Expense:
24 Current: Federal $ 13,364,718 98.532% $ 13,168,587 $ 35,980 45.30 (37.50) 7.80 $ 280,582 $ 13,364,718 98.532% $ 13,168,587 $ 35980 45.30 (37.50) 7.80 $ 280,582
25 Current: State $ (265,338) 98.532% § (261,444) § (714) 45.30 (37.50) 7.80 $ (5,571) § (265,338) 98.532% $ (261,444) § (714) 45.30 (37.50) 7.80 $ (5,571)
26 Deferred: Federal and State ing ITC) $ 34,343,274 98.532% _$ 33,839,277 $ 92,457 45.30 - 45.30 $ 4,188,150 $ 34,343,274 98.532% _$ 33,839,277 $ 92457 - - 8 -
27 Total Income Tax Expense $ 47,442,654 $ 46,746,420 $ 4,463,161 $ 47,442,654 $ 46,746,420 $ 275,011
©) ©)
28 Taxes Other Than Income
29 Property Tax Expense $  34311,579  93.811% § 32,188,176 § 87,946 45.30 (157.57) (112.27) § (9.873,605) $ 34,311,579 93.811% § 32,188,176 § 87,946 4530  (157.57) (112.27)  § (9,873,605)
30 Payroll Tax Expense $ 10,653,786 94.070% § 10,022,002 $ 27,383 45.30 (35.64) 9.66 $ 264,585 $ 10,653,786 94.070% $ 10,022,002 $ 27,383 45.30 (35.64) 9.66 $ 264,585
31 Other Taxes $ 3,406,958 100.000% _$ 3,406,958 $ 9,309 45.30 152.00 197.30 $ 1,836,620 $ 3,406,958 100.000% _$ 3,406,958 $ 9,309 45.30 152.00 197.30 $ 1,836,620
32 Total Taxes Other Than Income $ 48,372,323 $ 45,617,136 $ (7,772,401) $ 48,372,323 $ 45,617,136 $ (7,772,401)
33 AFUDC $ (2,364) 0.000% § - $ - 45.30 (45.30) - s - $ (2,364) 0.000% § - $ - 45.30 (45.30) - s -
34 (Gain)Loss on Disposition of Property $ - 0.000% § - $ - 45.30 (45.30) - s - $ - 0.000% - $ - 45.30 (45.30) -3 -
35 (Gain)/Loss on Disposition of Allowances $ - 0.000% $ - $ - 45.30 (45.30) -8 - $ - 0.000% $ - $ - 45.30 (45.30) -8 -
36 Charitable Donations $ 1,513,100 0.000% $ - $ - 45.30 (45.30) -8 - $ 1,513,100 0.000% $ - $ - 45.30 (45.30) -8 -
37 Interest on Customer Deposits $ 435,511 0.000% $ - $ - - - -8 - $ 435,511 0.000% $ - $ - - - -8 -
38 Other (Income)/Expense $  (2,455,452) 0.000% § - $ - 45.30 (45.30) - s - $  (2,455452) 0.000% - $ - 45.30 (45.30) -3 -
39 Other Interest Expense/(Income) $ (153,487) 0.000% § - $ - 45.30 (45.30) - s - $ (153,487) 0.000% - $ - 45.30 (45.30) -8 -
40 Interest Expense $ 116,394,856 93.819% § 109,200,168 $ 298,361 45.30 (88.65) (43.35) $(12,934,452) $ 116,394,856 93.819% $ 109,200,168 $ 298,361 45.30 (88.65) (43.35)  $(12,934,452)
41 Income Available for Common Equity $ 217,238,011 $ 210,335,404 $ 574,687 45.30 (45.30) - 8 - $ 217,238,011 $ 210,335,404 $ 574,687 45.30 (45.30) - 8 -
42 Total $1,736,087,697 $1,637,036,502 $ 873,048 $ 55,113,709 $1,736,087,697 $1,637,036,502 $ 873,048 $ 6,204,244
43 Sales Taxes $ 35572412 100.000% § 35,572,412 $ 97,192 45.30 (39.80) 5.49 $ 534,025 $ 35572412 100.000% $ 35,572,412 $ 97192 45.30 (39.80) 5.49 $ 534,025
44 School Taxes $ 39,016,854 100.000% $ 39,016,854 $ 106,603 45.30 (34.95) 10.35 $ 1,103,256 $ 39,016,854 100.000% $ 39,016,854 $ 106,603 45.30 (34.95) 10.35 $ 1,103,256
45 Franchise Fees $ 28,463,762 100.000% § 28,463,762 $ 77,770 45.30 (67.16) (21.86) _$ (1,700,055 $ 28,463,762 100.000% $ 28,463,762 $ 77,770 45.30 (67.16) (21.86) _$ (1,700,055
46 Cash Working Capital (Lead/Lag) $ 55,050,935 $ 6,141,470
47 Additional Cash Working Capital Items (Page 5) $ 42,083,714 $ 42,083,714
48 Total Cash Working Capital $ 97,134,649 $ 48,225,184
49 ECR Cash Working Capital (Page 6) $ 2,498,511 $ 2498511
50  Jurisdictional Cash Working Capital (Line 48 - 49) $ 94,636,138 $ 45,726,673 $  (48,909,465)

Notes and Sources
Garret, Schedule B.5.2, page 4 of 6
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Kentucky Public Service Commission Case No. 2018-00294

KU Schedule 3.5.1

Kentucky s Company.
Adjustment 5

Cash Working Capital Workpaper

As Filed by Company Adsted
Service
Line Service Service Lead/ KU Payment Payment Weighted Lead/ Payment Weighted
No. Vendor Name Type Invoice Date Payment Amount Date/From To Mid-Point Date Lead Total Lead Lead Mid-Point Lead Total Lead Lead
U] @) @) “@ 8) 6) (7) = zero or (6- @®) (9)=(8-5)or  (10)=(7+9) (11)=(4"10)
5)2 (8-6)

1 KENTUCKY PRESS SERVICE INC ADV - NEWSPAPER 12/06/2017 $ 120,762 11/29/2017 12/05/2017 3.00 01/08/2018 34.00 37.00 §$ 4,468,196 3.0 34.0 37.0 4,468,196
2 KENTUCKY PRESS SERVICE INC ADV - NEWSPAPER 12/12/12017 $ 240,980 12/06/2017 12/19/2017 6.50 01/12/2018 24.00 30.50 $ 7,349,901 6.5 24.0 30.5 7,349,901
3 STANDARD AND POORS RATINGS SERVICES BANK SERVICE FEES 03/15/2017 $ 52,500 03/31/2017 - 04/03/2017 3.00 3.00 $ 157,500 15.0 3.0 18.0 945,000
4 TELEMAR USA LLC CELLULAR/PAGING SERVICES 08/10/2017 $ 46 08/10/2017 - 08/14/2017 4.00 400 $ 184 15.0 4.0 19.0 874
5 TELEMAR USA LLC CELLULAR/PAGING SERVICES 08/10/2017 $ 58 08/10/2017 - 08/14/2017 4.00 4.00 $ 232 15.0 4.0 19.0 1,102
6 KENTUCKY STATE TREASURER CELLULAR/PAGING SERVICES 07/31/2017 $ 4 07/11/2017 - 08/25/2017 45.00 45.00 $ 181 15.0 45.0 60.0 242
7 VERIZON WIRELESS CELLULAR/PAGING SERVICES 06/12/2017 $ 349 06/12/2017 - 07/28/2017 46.00 46.00 $ 16,048 15.0 46.0 61.0 21,281
8 SICK INC CLOSED 02/18 - PM - OTHER 08/09/2017 $ 5,637 08/09/2017 - 09/11/2017 33.00 33.00 $ 186,022 15.0 33.0 48.0 270,578
9 WHAYNE SUPPLY CO CLOSED 02/18 - PM - OTHER 03/31/2017 $ 57,122 03/16/2017 - 05/03/2017 48.00 48.00 $ 2,741,870 15.0 48.0 63.0 3,598,705
10  KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 06/30/2017 $ 8 04/28/2017 - 07/25/2017 88.00 88.00 $ 664 15.0 88.0 103.0 77
1 KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 08/31/2017 $ 33 08/11/2017 - 09/25/2017 45.00 45.00 $ 1,493 15.0 45.0 60.0 1,991
12 BAE BATTERIES USA CLOSED 02/18 - PM - OTHER 05/17/2016 $ 911 05/16/2016 - 08/14/2017 455.00 455.00 § 414,482 15.0 455.0 470.0 428,147
13 SERCO INC CLOSED 02/18 - PM - OTHER 09/06/2017 $ 236 09/06/2017 - 09/18/2017 12.00 12.00 $ 2,830 15.0 12.0 27.0 6,367
14 US BANK NATIONAL ASSOCIATION ND CLOSED 02/18 - PM - OTHER 05/30/2017 $ 1,875 05/04/2017 05/24/2017 10.00 06/05/2017 12.00 22.00 $ 41,244 10.0 12.0 22.0 41,244
15 KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 06/30/2017 $ 241 05/01/2017 06/23/2017 26.50 07/25/2017 32.00 58.50 §$ 14,108 26.5 32.0 58.5 14,108
16 ACTUATOR SPECIALTIES CLOSED 02/18 - PM - OTHER 03/30/2017 $ 56,738 03/30/2017 - 05/01/2017 32.00 32.00 $ 1,815,621 15.0 32.0 47.0 2,666,694
17  FERGUSON ENTERPRISES INC CLOSED 02/18 - PM - OTHER 12/30/2016 $ 647 12/01/2016 12/07/2016 3.00 01/11/2017 35.00 38.00 $ 24,588 3.0 35.0 38.0 24,588
18  NALCO COMPANY CLOSED 02/18 - PM - OTHER 04/26/2017 $ 52,687 04/26/2017 - 05/30/2017 34.00 34.00 $ 1,791,373 15.0 34.0 49.0 2,581,685
19 TOWNLEY FOUNDRY AND MACHINE CO INC CLOSED 02/18 - PM - OTHER 06/27/2017 $ 56,680 06/21/2017 - 07/28/2017 37.00 37.00 §$ 2,097,160 15.0 37.0 52.0 2,947,360
20 ALRO STEEL CORP CLOSED 02/18 - PM - OTHER 10/31/2017 $ 400 10/31/2017 - 12/01/2017 31.00 31.00 $ 12,388 15.0 31.0 46.0 18,382
21 AIRTECHNOLOGIES CLOSED 02/18 - PM - OTHER 01/30/2017 $ 52,086 12/13/2016 01/17/2017 17.50 03/02/2017 44.00 61.50 §$ 3,203,315 17.5 44.0 61.5 3,203,315
22 NALCO COMPANY CLOSED 02/18 - PM - OTHER 04/26/2017 $ 85,405 04/26/2017 - 05/30/2017 34.00 34.00 § 2,903,785 15.0 34.0 49.0 4,184,866
23 MRC GLOBAL (US) INC, CLOSED 02/18 - PM - OTHER 05/02/2017 $ 4,780 05/02/2017 - 06/02/2017 31.00 31.00 $ 148,180 15.0 31.0 46.0 219,880
24  KONECRANES INC CLOSED 02/18 - PM - OTHER 02/19/2017 $ 220 01/23/2017 01/24/2017 0.50 04/24/2017 90.00 90.50 $ 19,910 0.5 90.0 90.5 19,910
25 BEST ONE TIRE & SVCE OF MID AMERICA CLOSED 02/18 - PM - OTHER 10/30/2017 $ 55,000 10/30/2017 - 11/30/2017 31.00 31.00 §$ 1,705,000 15.0 31.0 46.0 2,530,000
26 WHAYNE SUPPLY CO CLOSED 02/18 - PM - OTHER 03/07/2017 $ 3,447 03/07/2017 - 04/10/2017 34.00 34.00 $ 117,201 15.0 34.0 49.0 168,907
27  TEGA INDUSTRIES INC CLOSED 02/18 - PM - OTHER 03/31/2017 $ 172,500 03/28/2017 - 05/01/2017 34.00 34.00 $ 5,865,000 15.0 34.0 49.0 8,452,500
28  ABELL ELEVATOR INTL CLOSED 02/18 - PM - OTHER 10/31/2017 $ 21 10/26/2017 - 11/13/2017 18.00 18.00 $ 376 15.0 18.0 33.0 689
29  KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 08/31/2017 $ 127 05/18/2017 - 09/25/2017 130.00 130.00 $ 16,552 15.0 130.0 145.0 18,461
30 KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 08/31/2017 $ 159 05/18/2017 08/25/2017 49.50 09/25/2017 31.00 80.50 §$ 12,762 49.5 31.0 80.5 12,762
31 PRO CHEM INC CLOSED 02/18 - PM - OTHER 05/26/2017 $ 920 05/26/2017 - 06/23/2017 28.00 28.00 § 25,760 15.0 28.0 43.0 39,560
32 WESCO DISTRIBUTION INC CLOSED 02/18 - PM - OTHER 04/20/2017 $ 278 04/19/2017 - 05/01/2017 12.00 12.00 $ 3,337 15.0 12.0 27.0 7,509
33 US BANK NATIONAL ASSOCIATION ND CLOSED 02/18 - PM - OTHER 02/24/2017 $ 3,275 01/30/2017 02/22/2017 11.50 03/03/2017 9.00 2050 $ 67,143 1.5 9.0 205 67,143
34 US BANK NATIONAL ASSOCIATION ND CLOSED 02/18 - PM - OTHER 03/29/2017 $ 35 03/13/2017 - 04/04/2017 22.00 22.00 $ 759 15.0 220 37.0 1,277
35 BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 12/01/2017 $ 105 11/01/2017 11/30/2017 14.50 12/07/2017 7.00 2150 § 2,257 14.5 7.0 21.5 2,257
36 BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 05/01/2017 $ 225 04/01/2017 04/30/2017 14.50 06/09/2017 40.00 5450 §$ 12,253 14.5 40.0 54.5 12,253
37  BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 08/01/2017 $ 57 07/01/2017 07/31/12017 15.00 09/05/2017 36.00 51.00 § 2,882 15.0 36.0 51.0 2,882
38 BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 01/03/2017 $ 54 12/01/2016 12/31/2016 15.00 03/03/2017 62.00 77.00 $ 4,153 15.0 62.0 77.0 4,153
39 BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 10/03/2017 $ 32 09/01/2017 09/30/2017 14.50 10/16/2017 16.00 3050 §$ 976 14.5 16.0 30.5 976
40  BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 08/01/2017 $ 41 07/01/2017 07/31/12017 15.00 08/10/2017 10.00 25.00 $ 1,027 15.0 10.0 25.0 1,027
41 KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 10/31/2017 $ " 09/27/2017 10/02/2017 250 12/11/2017 70.00 7250 $ 790 25 70.0 72.5 790
42  BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 06/01/2017 $ 1 05/01/2017 05/31/2017 15.00 06/12/2017 12.00 27.00 $ 304 15.0 12.0 27.0 304
43  KENTUCKY STATE TREASURER CLOSED 02/18 - PM - OTHER 03/31/2017 $ 39 10/27/2015 - 04/25/2017 546.00 546.00 $ 21,447 15.0 546.0 561.0 22,036
44  BROWNSTOWN ELECTRIC SUPPLY CO INC CLOSED 02/18 - PM - OTHER 11/01/2017 $ 541 10/01/2017 10/31/2017 15.00 11/06/2017 6.00 21.00 $ 11,361 15.0 6.0 21.0 11,361
45  US BANK NATIONAL ASSOCIATION ND CLOSED 02/18 - PM - SAFETY SUPPLIES 07/27/2017 $ 306 06/29/2017 07/12/2017 6.50 08/02/2017 21.00 2750 $ 8,418 6.5 21.0 275 8,418
46 US BANK NATIONAL ASSOCIATION ND CLOSED 02/18 - PM - SAFETY SUPPLIES 02/24/2017 $ 1,594 01/26/2017 02/20/2017 12.50 03/03/2017 11.00 2350 § 37,453 12.5 11.0 235 37,453
47  WESCO DISTRIBUTION INC CLOSED 02/18 - PM - SMALL TOOLS 02/09/2017 $ 44 02/08/2017 - 02/21/2017 13.00 13.00 § 568 15.0 13.0 28.0 1,223
48  F AND M MAFCO INC CLOSED 02/18 - PM - SMALL TOOLS 04/28/2017 $ 234 04/21/2017 - 05/30/2017 39.00 39.00 $ 9,138 15.0 39.0 54.0 12,652
49  CUSTOMER REFUNDS CUSTOMER INCENTIVE PROGRAMS 09/14/2017 $ 544 09/14/2017 - 09/29/2017 15.00 15.00 $ 8,160 15.0 15.0 30.0 16,320
50  UNITED DYNAMICS ADVANCED ENGINEERING SERVICES 04/03/2017 $ 57,702 03/23/2017 04/02/2017 5.00 04/13/2017 11.00 16.00 $ 923,232 5.0 11.0 16.0 923,232
51 UNITED DYNAMICS ADVANCED ENGINEERING SERVICES 05/05/2017 $ 64,131 04/22/2017 04/27/2017 250 05/16/2017 19.00 2150 §$ 1,378,820 25 19.0 215 1,378,820
52 LEXINGTON FAYETTE URBAN FEES, PERMITS & LICENSES 08/16/2017 $ 15 09/01/2017 08/31/2018 182.00 09/05/2017 (360.00) (178.00) $ (2,670) 182.0 (360.0) (178.0) (2,670)
53  INDIANA BAT CONSERVATION FUND (IBCF) FEES, PERMITS & LICENSES 07/31/2017 $ 59,340 04/01/2017 06/30/2017 45.00 08/10/2017 41.00 86.00 $ 5,103,240 45.0 41.0 86.0 5,103,240
54 INDIANA BAT CONSERVATION FUND (IBCF) FEES, PERMITS & LICENSES 10/30/2017 $ 59,831 04/01/2017 06/30/2017 45.00 11/08/2017 131.00 176.00 $ 10,530,256 45.0 131.0 176.0 10,530,256
55 AIRGAS USALLC FREIGHT - OTHER 03/03/2017 $ 25 03/02/2017 - 04/03/2017 32.00 32.00 $ 800 15.0 32.0 47.0 1,175
56 AIRGAS USALLC FREIGHT - OTHER 04/24/2017 $ 25 04/24/2017 - 05/25/2017 31.00 31.00 $ 775 15.0 31.0 46.0 1,150
57 ABBINC FREIGHT - OTHER 06/05/2017 $ 7 06/05/2017 - 07/06/2017 31.00 31.00 $ 211 15.0 31.0 46.0 314
58  LEBANON POWER AND APPARATUS CO INC FREIGHT - OTHER 02/16/2017 $ 38 02/13/2017 - 03/20/2017 35.00 35.00 §$ 1,339 15.0 35.0 50.0 1,913
59  ALRO STEEL CORP FREIGHT - OTHER 10/31/2017 $ 8 10/31/2017 - 12/01/2017 31.00 31.00 $ 248 15.0 31.0 46.0 368
60 SCOTT GROSS CO FREIGHT - OTHER 02/09/2017 $ 50 02/07/2017 - 03/13/2017 34.00 34.00 $ 1,700 15.0 34.0 49.0 2,450
61 SCOTT GROSS CO FREIGHT - OTHER 05/25/2017 $ 50 05/23/2017 - 06/23/2017 31.00 31.00 §$ 1,550 15.0 31.0 46.0 2,300
62  WHAYNE SUPPLY CO FREIGHT - OTHER 09/15/2017 $ 20 09/13/2017 - 10/16/2017 33.00 33.00 $ 660 15.0 33.0 48.0 960
63 LEBANON POWER AND APPARATUS CO INC FREIGHT - OTHER 10/31/2017 $ 182 10/31/2017 - 12/01/2017 31.00 31.00 $ 5,642 15.0 31.0 46.0 8,372
64  UPS FREIGHT FREIGHT - OTHER 01/26/2017 $ 323 01/26/2017 - 02/13/2017 18.00 18.00 $ 5,806 15.0 18.0 33.0 10,645
65 OTP INDUSTRIAL SOLUTIONS FREIGHT - OTHER 09/22/2017 $ 41 08/30/2017 - 10/23/2017 54.00 54.00 $ 2,202 15.0 54.0 69.0 2,814
66  TEMCO INC FREIGHT - OTHER 02/01/2017 $ (42) 01/23/2017 - 03/06/2017 42.00 42.00 $ (1,764) 15.0 42,0 57.0 (2,394)
67  US BANK NATIONAL ASSOCIATION ND MEALS - FULLY DEDUCTIBLE 01/27/2017 $ 678 01/02/2017 01/25/12017 11.50 02/01/2017 7.00 18.50 $ 12,549 1.5 7.0 18.5 12,549
68  US BANK NATIONAL ASSOCIATION ND MEALS - FULLY DEDUCTIBLE 12/28/2017 $ 560 12/15/2017 12/18/2017 1.50 12/29/2017 11.00 1250 § 7,003 1.5 11.0 12.5 7,003
69  Liford, Jesse MEALS - FULLY DEDUCTIBLE 07/06/2017 $ 57 06/22/2017 07/06/2017 7.00 07/13/2017 7.00 14.00 $ 796 7.0 7.0 14.0 796
70  Jeffries, Brandon Tyler MEALS /ENTER- PARTIALLY DEDUCTIBLE 02/07/2017 $ 18 02/07/2017 - 02/16/2017 9.00 9.00 $ 162 15.0 9.0 24.0 432
al Kirchbaum, Kip MEALS /ENTER- PARTIALLY DEDUCTIBLE 06/30/2017 $ 69 06/28/2017 06/30/2017 1.00 07/06/2017 6.00 7.00 $ 483 1.0 6.0 7.0 483
72 NALCO COMPANY MERCURY MITIGATION 10/26/2017 $ 52,978 10/03/2017 - 11/24/2017 52.00 52.00 $ 2,754,835 15.0 52.0 67.0 3,549,499
73 Cox, Tiffany MILEAGE REIMBURSEMENT 12/09/2016 $ 274 10/26/2016 12/09/2016 22.00 02/09/2017 62.00 84.00 §$ 23,043 22.0 62.0 84.0 23,043
74 McAlister, Cathy Jo MILEAGE REIMBURSEMENT 08/17/2017 $ 37 08/17/2017 - 08/24/2017 7.00 7.00 $ 262 15.0 7.0 22.0 824
75  Bevins, Bilie Jean MILEAGE REIMBURSEMENT 01/27/2017 $ 109 01/27/2017 - 02/02/2017 6.00 6.00 $ 655 15.0 6.0 21.0 2,292
76  Nichols, Angela Cook MILEAGE REIMBURSEMENT 10/19/2017 $ 276 10/12/2017 10/19/2017 3.50 10/27/2017 8.00 1150 $ 3,175 3.5 8.0 11.5 3,175
77  Kirchbaum, Kip MILEAGE REIMBURSEMENT 06/12/2017 $ 96 06/12/2017 - 06/22/2017 10.00 10.00 § 963 15.0 10.0 25.0 2,408
78  Tumer, Steven B MILEAGE REIMBURSEMENT 12/12/2016 $ 325 02/01/2016 12/12/2016 157.50 01/11/2017 30.00 187.50 § 60,851 157.5 30.0 187.5 60,851
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Taylor, Christopher Brandon
TOWNSEND TREE SERVICE COMPANY INC
CN UTILITY CONSULTING INC
PHILLIPS TREE EXPERTS INC
GENERAL INSULATION INC
KENTUCKY STATE TREASURER
INTERNATIONAL CONVEYOR AND RUBBER LLC
TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

LUHN AND OAK CONSTRUCTION CO INC
PEAK INDUSTRIAL COATINGS AND LININGS INC
INCORP INDUSTRIES LLC
RIVERSIDE GROUP LLC

CSS MECHANICAL

ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
PHILLIPS TREE EXPERTS INC
PHILLIPS TREE EXPERTS INC
SUMMIT HELICOPTERS INC

SUMMIT HELICOPTERS INC

SUMMIT HELICOPTERS INC

HACH COMPANY

BLACK AND VEATCH CORP
MECHANICAL DYNAMICS AND ANALYSIS LLC
GEOFORCE UTILITY TECHNOLOGIES
GEOFORCE UTILITY TECHNOLOGIES
IVEY MECHANICAL LLC

PIC GROUP INC

PIC GROUP INC

QUEST INTEGRITY USA LLC
PRECISION COOLING TOWERS INC
BARNHART CRANE AND RIGGING CO
PIC GROUP INC

ALSTOM POWER INC

ALSTOM POWER INC

GENERAL INSULATION INC
GENERAL INSULATION INC
PRECISION PRODUCTS LLC

MPW INDUSTRIAL SERVICES INC
INCORP INDUSTRIES LLC
INTERNATIONAL COOLING TOWER USA INC
AMERTECH TOWER SERVICES LLC
THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

ACUREN INSPECTION

TESTEX INC

PROFESSIONAL POWER GROUP INC
INCORP INDUSTRIES LLC

INCORP INDUSTRIES LLC

UNITED DYNAMICS ADVANCED

THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

UNITED DYNAMICS ADVANCED

THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC
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2,021
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Case Nos. 2018-00294 and 2018-00295

15.0

15.0
15.0
15.0
15.0
15.0
15.0
13.5
13.5
13.5
13.5
13.5
17.0
17.0
17.0
13.5
13.5
17.0
17.0
17.0
17.0
17.0
13.5
13.5
13.0
13.0
13.0
13.5
13.5
13.5
13.5
13.5
13.5
17.0
17.0
17.0
13.5
13.5
13.5
13.5
13.5
13.5
13.5
17.0
17.0
17.0
17.0
17.0
13.5
12.0
15.5
14.0
15.0

17.0
13.5
17.0
13.5
17.0
13.5
17.0
13.5

14.5
15.0
14.5
15.0
13.5
14.5
15.0
15.0

51.0
91.0
33.0
31.0
33.0
31.0
32.0
30.0
37.0
37.0
37.0
41.0
37.0
37.0
37.0
46.0
38.0
37.0
37.0
37.0
40.0
40.0
48.0
37.0
37.0
38.0
38.0
38.0
41.0
41.0
41.0
41.0
38.0
38.0
38.0
38.0
38.0
37.0
37.0
37.0
37.0
37.0
37.0
37.0
37.0
32.0
32.0
37.0
31.0
44.0
44.0
44.0
48.0
51.0
44.0
34.0
34.0
39.0
41.0
34.0
34.0
34.0
34.0
34.0
34.0
34.0
34.0
34.0
34.0
39.0
41.0
34.0
34.0
33.0
34.0
49.0
16.0
23.0
31.0
31.0
31.0
16.0
38.0
41.0
36.0
40.0
33.0
42.0
41.0
41.0
39.0
37.0
41.0
42.0
42.0
34.0

66.0
95.5
48.0
46.0
48.0
46.0
47.0
45.0
50.5
50.5
50.5
54.5
50.5
54.0
54.0
63.0
51.5
50.5
54.0
54.0
57.0
57.0
65.0
50.5
50.5
51.0
51.0
51.0
545
54.5
54.5
545
515
51.5
55.0
55.0
55.0
50.5
50.5
50.5
50.5
50.5
50.5
50.5
54.0
49.0
49.0
54.0
48.0
57.5
56.0
59.5
62.0
66.0
47.0
51.0
47.5
56.0
545
51.0
47.5
51.0
47.5
51.0
47.5
47.5
47.5
51.0
47.5
56.0
545
51.0
47.5
46.5
51.0
50.5
31.0
29.5
46.0
46.0
46.0
31.0
53.0
56.0
50.5
55.0
48.0
57.0
55.5
56.0
53.5
52.0
54.5
56.5
57.0
49.0

Exhibit DHM-1
Page 17 of 32

24,420
6,178,182
54,966
15,006
33,141
140,482
292,058
3,031
2,508,094
2,595,837
4,137,834
2,928,650
4,374,748
2,882,315
4,446,294
4,823,914
3,126,811
2,938,467
4,500,040
2,820,405
3,015,843
4,558,970
4,348,050
2,564,124
3,897,015
3,279,497
3,660,913
3,240,372
5,047,180
4,149,295
4,560,631
3,431,996
2,918,644
3,024,978
10,035,908
7,272,719
4,319,296
1,235,540
5,985,531
4,687,956
3,615,195
7,252,039
4,581,255
4,009,116
2,979,420
9,922,459
4,899,235
4,255,272
5,177,118
3,430,533
2,963,175
4,481,825
3,612,825
3,346,145
2,544,601
3,679,164
2,703,278
3,124,672
4,175,298
4,700,897
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2,692,681
3,186,057
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2,788,389
3,859,030
4,535,345
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3,161,512
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2,743,959
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18,256,398
17,954,121
18,879,418
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17,738,827
18,856,616
19,054,493
17,363,669
19,606,390
17,735,222
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TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

TRU CHECK INC

THE ATLANTIC GROUP INC

TOWNSEND TREE SERVICE COMPANY INC
TOWNSEND TREE SERVICE COMPANY INC
TOWNSEND TREE SERVICE COMPANY INC
WRIGHT TREE SERVICE INC

TOWNSEND TREE SERVICE COMPANY INC
CE POWER ENGINEERED SERVICES LLC
CE POWER ENGINEERED SERVICES LLC
CE POWER ENGINEERED SERVICES LLC
CE POWER ENGINEERED SERVICES LLC
CE POWER ENGINEERED SERVICES LLC

0O/S SUPPLEMENTAL CONTRACTOR
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THE ATLANTIC GROUP INC

THE ATLANTIC GROUP INC

SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC
SAIIA CONSTRUCTION COMPANY LLC

FACILITIES PERFORMANCE GROUP LLC

CSS MECHANICAL
THE ATLANTIC GROUP INC

FACILITIES PERFORMANCE GROUP LLC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

TRANS ASH INC

INCORP INDUSTRIES LLC
THE ATLANTIC GROUP INC
THE ATLANTIC GROUP INC
THE ATLANTIC GROUP INC

FACILITIES PERFORMANCE GROUP LLC

CSS MECHANICAL

ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
ASPLUNDH TREE EXPERT LLC
PHILLIPS TREE EXPERTS INC

NALCO COMPANY

NALCO COMPANY

NALCO COMPANY

NALCO COMPANY

NALCO COMPANY

NALCO COMPANY

NALCO COMPANY

UNIVAR USA INC

ALBERT OIL CO INC

US BANK NATIONAL ASSOCIATION ND
SCOTT GROSS CO

US BANK NATIONAL ASSOCIATION ND
KENTUCKY STATE TREASURER

US BANK NATIONAL ASSOCIATION ND
US BANK NATIONAL ASSOCIATION ND
KENTUCKY STATE TREASURER

KING FILTRATION TECHNOLOGIES INC
PROCESS EQUIPMENT INC

US BANK NATIONAL ASSOCIATION ND
ALSTOM POWER INC

INTERNATIONAL CONVEYOR AND RUBBER LLC

BRIAN STIGERS TRUCK SALES INC
MOTION INDUSTRIES INC

A AND D CONSTRUCTORS LLC
MAGOTTEAUX INC

ALSTOM POWER INC

WESCO DISTRIBUTION INC
FASTENAL CO

MCNEALS INC

KENTUCKY STATE TREASURER
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0O/S SUPPLEMENTAL CONTRACTOR
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0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

0O/S SUPPLEMENTAL CONTRACTOR

PM - CHEMICALS

PM - CHEMICALS

PM - CHEMICALS

PM - CHEMICALS

PM - CHEMICALS

PM - CHEMICALS

PM - CHEMICALS

PM - CHEMICALS

PM - DIESEL (USED IN EQUIP)

PM - GASOLINE

PM - LIQUID HYDROGEN / GASES

PM - OFFICE SUPPLIES/EQUIPMENT/FURNITURE
PM - OFFICE SUPPLIES/EQUIPMENT/FURNITURE
PM - OFFICE SUPPLIES/EQUIPMENT/FURNITURE
PM - PROTECTIVE CLOTHING

PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - GENERATION - KU
PURCHASED MATERIAL - TRANS. AND DISTRIB - KU

04/07/2017
05/03/2017
06/07/2017
07/10/2017
08/04/2017
09/05/2017
10/05/2017
11/06/2017
12/08/2017
01/04/2017
03/07/2017
10/31/2017
03/02/2017
04/06/2017
05/04/2017
06/08/2017
06/07/2017
06/12/2017
06/30/2017
03/22/2017
06/01/2017
11/30/2017
06/28/2017
12/03/2017
01/31/2017
02/28/2017
03/31/2017
04/30/2017
05/31/2017
06/30/2017
07/31/2017
08/31/2017
09/30/2017
10/31/2017
11/30/2017
10/27/2017
04/14/2017
02/10/2017
03/02/2017
02/17/12017
03/27/2017
03/31/2017
04/30/2017
05/31/2017
06/30/2017
07/31/2017
08/31/2017
09/30/2017
10/31/2017
11/30/2017
08/17/2017
06/12/2017
06/19/2017
09/05/2017
06/22/2017
12/08/2017
08/18/2017
08/18/2017
09/21/2017
11/15/2017
11/15/2017
12/13/2017
12/13/2017
12/13/12017
12/13/2017
10/23/2017
02/24/2017
03/28/2017
06/28/2017
12/24/2016
02/24/2017
08/29/2017
11/28/2017
08/08/2017
04/18/2017
03/29/2017
06/06/2017
04/27/2017
07/31/2017
05/30/2017
11/29/2017
10/31/2017
12/13/2017
12/28/2017
10/27/2017
10/24/2017
10/30/2017
10/18/2017
10/13/2017
11/27/12017
06/29/2017
11/30/2017
08/11/2017
08/11/2017
09/13/2017
10/31/2017

B T T T Y Y R R R IR R R Y

145,259
137,717
152,426
133,256
137,798
167,584
135,347
157,827
143,955
117,516
142,162
256,974
68,106
71,906
58,358
61,543
82,765
2,406
934

176

76

740

549

36
60,913
58,286
60,913
60,913
60,913
60,913
60,304
60,252
60,913
60,913
60,913
3,126
285
6,781
471
134,588
134,588
134,588
134,588
134,588
134,588
134,588
134,588
134,588
134,588
135,948
574
2,442
5,353
8,825
963
1,058
76,951
50,245
51,162
54,497
53,577
80,070
61,299
79,645
85,164
50,635
51,183
49,942
114,525
83,303
55,936
100,554
108,898
4,577
517

01/01/2017
04/01/2017
05/01/2017
06/01/2017
07/01/2017
08/01/2017
09/01/2017
10/01/2017
11/01/2017
12/01/2016
02/01/2017
10/31/2017
01/29/2017
02/26/2017
04/02/2017
04/30/2017
04/30/2017
05/22/2017
06/06/2017
03/09/2017
05/11/2017
11/07/2017
06/28/2017
12/03/2017
01/01/2017
02/01/2017
03/01/2017
04/01/2017
05/01/2017
06/01/2017
07/01/2017
08/01/2017
09/01/2017
10/01/2017
11/01/2017
10/27/12017
03/20/2017
02/10/2017
03/02/2017
01/01/2017
02/01/2017
03/01/2017
04/01/2017
05/01/2017
06/01/2017
07/01/2017
08/01/2017
09/01/2017
10/01/2017
11/01/2017
08/17/2017
06/12/2017
06/19/2017
09/05/2017
06/22/2017
11/14/2017
07/15/2017
07/22/12017
08/19/2017
10/07/2017
10/14/2017
11/04/2017
11/11/2017
11/18/2017
12/02/2017
10/14/2017
02/01/2017
03/01/2017
06/01/2017
12/01/2016
02/01/2017
08/01/2017
11/01/2017
08/07/2017
04/18/2017
02/28/2017
06/02/2017
04/03/2017
07/04/2017
05/01/2017
11/14/2017
10/09/2017
11/06/2017
12/18/2017
10/02/2017
10/20/2017
10/29/2017
10/12/2017
10/13/2017
11/27/12017
06/29/2017
11/29/2017
08/10/2017
08/11/2017
09/13/2017
10/20/2017

01/31/2017
04/30/2017
05/31/2017
06/30/2017
07/31/2017
08/31/2017
09/30/2017
10/31/2017
11/30/2017
12/31/2016
02/28/2017

02/25/2017
04/01/2017
04/29/2017
06/03/2017
06/03/2017
05/30/2017
06/07/2017

11/09/2017

01/31/2017
02/28/2017
03/31/2017
04/30/2017
05/31/2017
06/30/2017
07/31/2017
08/31/2017
09/30/2017
10/31/2017
11/30/2017

03/23/2017

01/31/2017
02/28/2017
03/31/2017
04/30/2017
05/30/2017
06/30/2017
07/31/2017
08/31/2017
09/30/2017
10/31/2017
11/30/2017

11/15/2017

02/28/2017
03/31/2017
06/30/2017
12/31/2016
02/28/2017
08/31/2017
11/30/2017

03/24/2017

07/14/2017
05/08/2017
11/22/2017
10/23/2017

10/19/2017

15.00
14.50
15.00
14.50
15.00
15.00
14.50
15.00
14.50
15.00
13.50

13.50
17.00
13.50
17.00
17.00

4.00

0.50

05/08/2017
06/05/2017
07/10/2017
08/10/2017
09/01/2017
10/06/2017
11/06/2017
12/07/2017
01/08/2018
02/06/2017
04/07/2017
12/01/2017
04/03/2017
05/08/2017
06/05/2017
07/10/2017
07/13/2017
07/13/2017
07/31/2017
04/24/2017
07/03/2017
01/02/2018
07/31/2017
01/03/2018
03/03/2017
04/04/2017
05/01/2017
05/31/2017
07/03/2017
07/31/2017
08/11/2017
10/02/2017
10/31/2017
12/01/2017
01/02/2018
12/12/2017
05/01/2017
03/13/2017
04/14/2017
03/06/2017
04/12/2017
04/26/2017
05/30/2017
07/12/2017
08/01/2017
08/31/2017
09/18/2017
10/19/2017
12/01/2017
01/04/2018
08/28/2017
07/13/12017
07/20/2017
10/06/2017
08/07/2017
12/26/2017
09/18/2017
09/18/2017
10/23/2017
12/18/2017
12/18/2017
01/16/2018
01/16/2018
01/16/2018
01/16/2018
11/24/12017
03/27/2017
04/28/2017
07/31/2017
01/24/2017
03/27/2017
09/29/2017
12/29/2017
09/11/2017
05/01/2017
04/04/2017
07/07/2017
05/03/2017
08/25/2017
06/05/2017
12/01/2017
12/11/2017
12/22/2017
01/23/2018
11/03/2017
11/24/2017
11/30/2017
11/21/2017
11/09/2017
12/28/2017
07/31/2017
01/02/2018
08/28/2017
09/11/2017
10/20/2017
12/11/2017

112.00
50.50
55.00
55.50
47.00
51.00
51.50
52.00
53.50
52.00
51.50
31.00
50.50
54.00
50.50
54.00
57.00
48.00
54.50
46.00
53.00
55.00
33.00
31.00
46.00
48.50
46.00
45.50
48.00
45.50
26.00
47.00
45.50
46.00
47.50
46.00
40.50
31.00
43.00
49.00
56.50
41.00
44.50
57.50
46.50
46.00
33.00
33.50
46.00
49.50
11.00
31.00
31.00
31.00
46.00
41.50
65.00
58.00
65.00
72.00
65.00
73.00
66.00
59.00
45.00
41.00
40.50
43.00
45.50
39.00
40.50
44.00
43.50
35.00
13.00
23.00
35.00
30.00
47.00
31.50
13.00
56.00
46.00
36.00
23.50
35.00
32.00
40.00
27.00
31.00
32.00
34.00
18.00
31.00
37.00
52.00

PP PP PPN P PPN PR PPN D PPN DD NN RPN D DD NN PPN D PPN PPN PP NN PRDD D PPN DD DN PDPDDD PPN PPN D PPN DD DDPNNPDPNDNARNNPDANNRARNNARDDD D DD DB

16,268,995
6,954,683
8,383,431
7,395,720
6,476,524
8,546,774
6,970,357
8,206,987
7,701,607
6,110,852
7,321,345
7,966,182
3,439,373
3,882,940
2,947,054
3,323,306
4,717,599

115,502
50,895
8,085
4,007
40,722
18,116
1,121
2,801,998
2,826,879
2,801,998
2,771,542
2,923,824
2,771,542
1,567,901
2,831,852
2,771,542
2,801,998
2,893,368
143,806
11,534
210,219
20,241
6,594,821
7,604,232
5,518,115
5,989,174
7,738,820
6,258,350
6,191,056
4,441,410
4,508,704
6,191,056
6,729,409
6,313
75,695
165,931
273,578
44,280
43,924
5,001,812
2,914,197
3,325,551
3,923,807
3,482,513
5,845,098
4,045,702
4,699,051
3,832,367
2,076,027
2,072,905
2,147,517
5,210,884
3,248,833
2,265,410
4,424,382
4,737,078
160,205
6,719
6,017
45,406
1,673

504
37,672
5,709
8,096
2,474,679
2,252,880
15,041
326,655
156,160
154,000
2,018
261,330
1,680,000
4,532,846
1,546
24,676
7,564

120
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15.0
14.5
15.0
14.5
15.0
15.0
14.5
15.0
14.5
15.0
13.5
15.0
13.5
17.0
13.5
17.0
17.0

4.0

15.0
15.0

15.0
15.0
15.0
13.5
15.0
14.5
15.0
14.5
15.0
15.0
14.5
15.0
14.5
15.0

15.0
15.0
15.0
13.5
15.0
14.5
14.5
14.5
15.0
15.0
14.5
15.0
14.5
15.0
15.0
15.0
15.0
15.0

15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0
13.5
15.0
14.5
15.0
13.5
15.0
14.5
15.0
15.0
12.0
15.0
15.0

35
4.0

15.0
15.0

15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0
15.0

97.0
36.0
40.0
41.0
32.0
36.0
37.0
37.0
39.0
37.0
38.0
31.0
37.0
37.0
37.0
37.0
40.0
44.0
54.0
46.0
53.0
54.0
33.0
31.0
31.0
35.0
31.0
31.0
33.0
31.0
11.0
32.0
31.0
31.0
33.0
46.0
39.0
31.0
43.0
34.0
43.0
26.0
30.0
43.0
32.0
31.0
18.0
19.0
31.0
35.0
11.0
31.0
31.0
31.0
46.0
41.0
65.0
58.0
65.0
72.0
65.0
73.0
66.0
59.0
45.0
41.0
27.0
28.0
31.0
24.0
27.0
29.0
29.0
35.0
13.0
11.0
35.0
30.0
42.0
28.0

9.0
49.0
46.0
36.0
15.0
35.0
32.0
40.0
27.0
31.0
32.0
34.0
18.0
31.0
37.0
52.0

112.0
50.5
55.0
55.5
47.0
51.0
51.5
52.0
53.5
52.0
51.5
46.0
50.5
54.0
50.5
54.0
57.0
48.0
54.5
61.0
68.0
55.0
48.0
46.0
46.0
48.5
46.0
45.5
48.0
45.5
26.0
47.0
45.5
46.0
47.5
61.0
40.5
46.0
58.0
49.0
56.5
41.0
44.5
57.5
46.5
46.0
33.0
33.5
46.0
49.5
26.0
46.0
46.0
46.0
61.0
415
80.0
73.0
80.0
87.0
80.0
88.0
81.0
74.0
60.0
56.0
40.5
43.0
45.5
39.0
40.5
44.0
43.5
50.0
28.0
23.0
50.0
45.0
47.0
315
13.0
56.0
61.0
51.0
23.5
50.0
47.0
55.0
42.0
46.0
47.0
49.0
33.0
46.0
52.0
67.0
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16,268,995
6,954,683
8,383,431
7,395,720
6,476,524
8,546,774
6,970,357
8,206,987
7,701,607
6,110,852
7,321,345
11,820,786
3,439,373
3,882,940
2,947,054
3,323,306
4,717,599
115,502
50,895
10,721
5,141
40,722
26,350
1,664
2,801,998
2,826,879
2,801,998
2,771,542
2,923,824
2,771,542
1,567,901
2,831,852
2,771,542
2,801,998
2,893,368
190,699
11,534
311,938
27,302
6,594,821
7,604,232
5,518,115
5,989,174
7,738,820
6,258,350
6,191,056
4,441,410
4,508,704
6,191,056
6,729,409

14,921

112,322

246,220

405,955
58,719
43,924

6,156,077
3,667,869
4,092,986
4,741,267
4,286,170
7,046,146
4,965,180
5,893,726
5,109,822
2,835,549
2,072,905
2,147,517
5,210,884
3,248,833
2,265,410
4,424,382
4,737,078

228,864

14,473
6,017
64,866
2,509

504
37,672
5,709
8,096
3,281,640
3,191,580
15,041

466,650

229,360

211,750

3,139
387,780
2,467,500
6,532,631
2,834
36,616
10,631
155



367
368
369
370
371
372
373
374
375
376
377
378
379

381

US BANK NATIONAL ASSOCIATION ND
SIEMENS ENERGY INC

SIEMENS ENERGY INC

SIEMENS ENERGY INC

SIEMENS ENERGY INC

SIEMENS ENERGY INC

PRAXAIR DISTRIBUTION INC

Warren, Allison M

Marler, David R

CITY OF MORGANFIELD

UTILITIES COMMISSION

CITY OF SOMERSET UTILITIES
WATER SERVICE CORP OF KENTUCKY

Total

Other O&M Expense Lead

PURCHASED MATERIAL - TRANS. AND DISTRIB - KU
RENTAL OTHER (NON-LEASE)
RENTAL OTHER (NON-LEASE)
RENTAL OTHER (NON-LEASE)
RENTAL OTHER (NON-LEASE)
RENTAL OTHER (NON-LEASE)
RENTAL OTHER (NON-LEASE)
TRAVEL

TRAVEL

UTILITIES

UTILITIES

UTILITIES

UTILITIES

09/27/2017
01/04/2017
02/06/2017
03/03/2017
04/03/2017
04/26/2017
06/21/2017
12/07/2017
09/29/2017
02/01/2017
10/24/2017
11/15/2017
05/09/2017

R R R R R R R}

313
135,000
135,000
135,000
135,000
101,250

227

132

130

187

240
22

24,973,667

Notes: Sample size of 380 payments based on 95% confidence level, 5% confidence interval, and 35,447 KU payments in population. Selected the highest 228 payment
amounts and determined the number of payments by expenditure type for random sampling based on the % of total payments times 152 (population for random sample).
Payment to USDA FOREST SERVICE for $68,740 covered 10 year period, which is not representative of normal operating results; thus, this payment was excluded from
our analysis.

08/28/2017
12/04/2016
01/04/2017
02/04/2017
03/04/2017
04/04/2017
05/20/2017
12/03/2017
09/21/2017
01/03/2017
09/01/2017
10/11/2017
04/06/2017

09/22/2017
01/03/2017
02/03/2017
03/03/2017
04/03/2017
04/24/2017
06/20/2017

02/01/2017
10/24/2017
11/10/2017
05/02/2017

12.50
15.00
15.00
13.50
15.00
10.00
15.50

14.50
26.50
15.00
13.00

10/04/2017
02/06/2017
03/09/2017
04/03/2017
05/04/2017
05/30/2017
07/25/2017
12/14/2017
10/19/2017
02/22/12017
11/09/2017
11/29/2017
05/23/2017

12.00
34.00
34.00
31.00
31.00
36.00
35.00
11.00
28.00
21.00
16.00
19.00
21.00

24.50
49.00
49.00
44.50
46.00
46.00
50.50
11.00
28.00
35.50
42.50
34.00
34.00

$
$
$
$
$
$
$
$
$
$
$
$
$

7,675
6,615,000
6,615,000
6,007,500
6,210,000
4,657,500
11,457
1,455
3,642
6,643
849
8,154
745
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12.5
15.0
15.0
13.5
15.0
10.0
15.5
15.0
15.0
14.5
26.5
15.0
13.0

12.0
34.0
34.0
31.0
31.0
36.0
35.0
11.0
28.0
21.0
16.0
19.0
21.0

245
49.0
49.0
44.5
46.0
46.0
50.5
26.0
43.0
35.5
425
34.0
34.0
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7,675
6,615,000
6,615,000
6,007,500
6,210,000
4,657,500

11,457

3,439

5,593
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Kentucky Public Service Commission Case No. 2018-00294

KU Schedule 3.6
Kentucky Utilities Company Page 1 of 1
Adjustment 6

Late Payment Credit

Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)

1 Other Operating Revenues $ - | $ 337,386 | $ 337,386
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax $ - $ 16,869 $ 16,869
4 Federal Taxable $ - $ 320,517
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense $ - $ 67,309 $ 67,309
7 Total Income Taxes $ - |'s 84,178 $ 84,178
Impact to Operating Income $ - $ 253,208 % 253,208

Notes and Sources

Line 1: Seelye, page 66, lines 13—15 and Exhibit WSS-14



Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
Page 21 of 32

Kentucky Public Service Commission Case No. 2018-00294

KU Schedule 3.7
Kentucky Utilities Company Page 1 of 1
Adjustment 7

Employee Retirement Plans

Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)

1 401 (k) Match $ 2,018,838 | $ (2,018,838 $ -
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax $ (100,942) $ 100,942 $ -
4 Federal Taxable $ 1,917,896 $ -
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense $ (402,758) $ 402,758 $ -
7 Total Income Taxes $ (503,700) | $ 503,700 | $ -
8 Impact to Operating Income $ (1,515,138) § 1,515,138 $ -

Notes and Sources

Response to KIUC-KU 1.060



Case Nos. 2018-00294 and 2018-00295
Exhibit DHM-1
Page 22 of 32

Kentucky Public Service Commission Case No. 2018-00294

KU Schedule 3.8
Kentucky Utilities Company Page 1 of 1
Adjustment 8

Directors and Officers Liability Insurance

Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)

1 D&O Insurance $ 277,596 | $ (138,798)] $ 138,798
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax $ (13,880) $ 6,940 $ (6,940)
4 Federal Taxable $ 263,716 $ 131,858
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense $ (55,380) $ 27,690 $ (27,690)
7 Total Income Taxes $ 69,260) | $ 34,630 $ (34,630)
8 Impact to Operating Income $ (208,336) $ 104,168 $ (104,168)

Notes and Sources

Column A, Line 1: Response to OAG-KU 1.081
Column B, line 3: 50% of D&O Insurance
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Kentucky Utilities Company Page 1 of 1
Adjustment 9
Dues for EEl and EPRI
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) ©)
1 EEI Dues 420,216 $ (199,755) $ 220,461
2 EPRI Dues 1,949,786 (1,949,786) -
3 Steptoe & Johnson LLC (Midwest Ozone Group) 40,444 (40,444) -
4 Utility Air Regulatory Group (UARG) 139,600 (139,600) -
5 Utility Water Act Group (UWAG) 56,837 (56,837) -
6 Midwest Ozone Group (MOG) 34,277 (34,277) -
7 Utility Solid Waste Activities Group (USWAG) 34,401 (34,401) -
8  Total 2,675,560 | $ (2,455,099)] $ 220,461
9 State Income Tax 5.00% 5.00%
10 Taxable Income for Federal Income Tax (133,778) $ 122,755 $ (11,023)
11 Federal Taxable 2,541,782 $ 209,438
12 Federal Income Tax Rate 21% 21%
13 Federal Income Tax Expense (633,774) $ 489,792 $ (43,982)
14 Total Income Taxes (667,552) | 3 612,547 | $ (55,005)
15 Impact to Operating Income (2,008,008) $ 1,842,552 $ (165,456)
Notes and Sources
Column A, line 1-7: Garrett, Scheudle F-1
Column C, line 2: EEI Dues
Recoverable (Schedule F-1) $ 446,706
Non Recoverable (Schedule F-1) 70,071
Total EEI Dues $ 516,777
Recommended Exclusion per Commission (Order Case No. 2003-00434) 45.35%
Recoverable EEI Dues $ 234,358
Jurisdicitional Allocation (Schedule F-1) 94.07%

Jurisdictional Recoverable EEI Dues

|'s 220,461 |
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Case No. 2018-00294

KU Schedule 3.10

Kentucky Utilities Company Page 1 of 1
Adjustment 10
Outside Counsel Expense
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)
1 Outside Counsel $ 1,560,000
2 Ratio of Coal Generation 56.7%
3 Allocated D&O Insurance $ 884,055 | $ 442,028)| $ 442,028
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax $ (44,203) $ 22,102 $ (22,101)
4 Federal Taxable $ 839,852 $ 419,927
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense $ (176,369) $ 88,184 $ (88,185)
7 Total Income Taxes $ (220,572) | $ 110,286 ] $ (110,286)
8 Impact to Operating Income $ (663,483) $ 331,742 $ (331,742)

Notes and Sources

Column A, line 1: Response to AG-KU 2-52

Column A, Line 2: Allocation between KU and LG&E Electric based on Coal Generation Ratio [Filing

Requirement 807 KAR 5:001 Section 16(7)(h)(7)]

2018 Coal GWh

KU 15,998 56.7%
LG&E 12,232 43.3%

28,230 100.0%

Coal Generation GWh KU LG&E Total

Brown 1 320 - 320
Brown 2 661 - 661
Brown 3 1,260 - 1,260
Ghent 1 2,898 - 2,898
Ghent 2 3,241 - 3,241
Ghent 3 2,276 - 2,276
Ghent 4 2,714 - 2,714
Mill Creek 1 - 1,990 1,990
Mill Creek 2 - 1,490 1,490
Mill Creek 3 - 2,476 2,476
Mill Creek 4 - 2,641 2,641
OVEC 243 558 801
Trimble County 1 - 2,518 2,518
Trimble County 2 2,385 559 2,944

15,998 12,232 28,230
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KU Schedule 3.11
Kentucky Utilities Company Page 1 of 1
Adjustment 11
Credit Card Rebate
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)
1 Credit Card Rebate $ 210,764 | $ (210,764)] $ -
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax $ (10,538) $ 10,538 $ -
4 Federal Taxable $ 200,226 $ -
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense $ (42,047) $ 42,047 $ -
7 Total Income Taxes $ (52,585) | $ 52,585 $ -
8 Impact to Operating Income $ (158,179) $ 158,179 $ -

Notes and Sources

Response to OAG-KU 1-084
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KU Schedule 3.12
Kentucky Utilities Company Page 1 of 1
Adjustment 12
Economic Development
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)
1 Economic Development Costs 1,672,534 | $ (1,672,534)| $ -
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax (83,627) $ 83,627 $ -
4 Federal Taxable 1,588,907 $ -
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense (333,670) $ 333,670 $ -
7 Total Income Taxes 417,297) | '$ 417,297 $ -
8 Impact to Operating Income (1,255,237) $ 1,255,237 $ -

Notes and Sources

Column A, Line 1: Response to AG-KU 2-49
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Case No. 2018-00294
KU Schedule 3.13

Kentucky Utilities Company Page 1 of 1
Adjustment 13
Customer Education
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)
1 Customer Eduction 1,260,000 | $ (1,260,000)] $ -
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax (63,000) $ 63,000 $ -
4 Federal Taxable 1,197,000 $ -
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense (251,370) $ 251,370 $ -
7 Total Income Taxes (314,370) | $ 314,370 $ -
8 Impact to Operating Income (945,630) $ 945,630 $ -

Notes and Sources

Column A, line 1: Response to AG-KU 1-73
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Case No. 2018-00294
KU Schedule 3.14

Kentucky Utilities Company Page 1 of 1
Adjustment 14
Baseline ECR Beneficial Reuse Operating Expense Credit
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) ©)

1 Operating Expense-Baseline Credit (Ghent facility)

2 State Income Tax

3 Taxable Income for Federal Income Tax
4 Federal Taxable

5 Federal Income Tax Rate

6 Federal Income Tax Expense

7 Total Income Taxes

8 Impact to Operating Income

Notes and Sources

I's  @40000] $  (440,000)

5.00% 5.00%
- 9 22,000 $ 22,000

- $ (418,000)
21% 21%
-3 87,780 $ 87,780

- |3 109,780 | $ 109,780

$ 330,220 $ 330,220

Column B, Line 1: Garret, page 25, lines 13—-15
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Kentucky Utilities Company Page 1 of 1

Adjustment 15
Merger Mitigation Depancaking

Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (€)

1 Misc. Transmission Expenses $ 15,101,486 | $ (15,101,486)] $ -
2 State Income Tax 5.00% 5.00%
3 Taxable Income for Federal Income Tax $ (755,074) $ 755,074 $ -
4 Federal Taxable $ 14,346,412 $ -
5 Federal Income Tax Rate 21% 21%
6 Federal Income Tax Expense $ (3,012,747) $ 3,012,747 $ -
7 Total Income Taxes $ (3,767,821) | $ 3,767,821] § -
8 Impact to Operating Income $ (11,333,665) $ 11,333,665 $ -

Notes and Sources

Column A, Line 1: Garret, KU Schedule D-1, page 4 or 8, line 72; Response to AG-KU 2.29
Response to OAG-KU 1.049
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Case No. 2018-00294
KU Schedule 3.16

Kentucky Utilities Company Page 1 of 1

Adjustment 16

Amortization of Storm Damage Regulatory Asset

Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)

1 Employee Labor 596,969 $ 18,039 $ 615,008
2 Contract Labor 3,369,195 245,322 3,614,517
3 Materials 377,534 (243,174) 134,360
4 Miscellaneous 293,973 36,867 330,840
5 Transportation 85,604 4,518 90,122
6 Total Regulatory Asset 4,723,274 $ 61,571 $ 4,784,846
7 Amortization Period 5.0 5.0 10.0
8 Annual Amortization 944,655 | $ 466,170)| $ 478,485
9 State Income Tax 5.00% 5.00%
10 Taxable Income for Federal Income Tax (47,233) $ 23,309 $ (23,924)
11 Federal Taxable 897,422 $ 454,561
12 Federal Income Tax Rate 21% 21%
13 Federal Income Tax Expense (188,459) $ 93,001 $ (95,458)
14 Total Income Taxes (235,692) | 3 116,310 | $ (119,382)
15 Impact to Operating Income (708,963) $ 349,860 $ (359,103)

Notes and Sources

Column A, lines 1-6: Case No. 2018-00304, Application datedSeptember 12, 2018, Exhibit 4
Column A, line 7: Direct Testimony of Christopher M. Garrett, page 38, lines 16—-17
Column B, lines 1-5: Response to KIUC-KU DR 1.65, which refers to Case No. 2018-00304, PSC-KU DR 1-8
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Case No. 2018-00294
KU Schedule 3.17

Kentucky Utilities Company Page 1 of 1
Adjustment 17
Amortization of Tax Reform Regulatory Liability
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (©)
1 State Tax Reform
2 Total Regulatory Liability-Excess ADIT (657,929) $ (657,929)
3 Amortization Period 15.0 (9.0) 6.0
4 Annual Amortization 43,862) | $ 65,793)] $ (109,655)
5 State Income Tax
6 Taxable Income for Federal Income Tax - % - $ -
7 Federal Taxable (43,862) $ (109,655)
8 Federal Income Tax Rate 21% 21%
9 Federal Income Tax Expense 9,211 $ 13,817 $ 23,028
10 Total Income Taxes 9211 [$ 13,817 | _$ 23,028
11 Federal Tax Reform
12 Total Regulatory Liability-Excess ADIT (9,761,136) $ (9,761,136)
13 Amortization Period 13.7 (9.0) 4.7
14 Annual Amortization (714,229) | $ (1,377,443)] $ (2,091,672)
15 State Income Tax
16 Taxable Income for Federal Income Tax - $ - $ -
17 Federal Taxable
18 Federal Income Tax Rate
19 Federal Income Tax Expense - $ -3 -
20 Total Income Taxes - | $ - | $ -
21  State and Federal Annual Amortization (758,091) | $ (1,443,235)] $ (2,201,327)
22  State and Federal Total Income Taxes 9211 |'$ 13,817 $ 23,028
23 Impact to Operating Income 748,880 $ 1,429,418 $ 2,178,299

Notes and Sources

Column A, line 2: Case No. 2018-00304, Application dated September 12, 2018, Exhibit 3
Column A, line 3: Direct Testimony of Christopher M. Garrett, page 35, lines 12-13
Column A, line 12: EDIT RMA Workpaper derived from Case No. 2018-00034 PSC DR 2-1
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Case No. 2018-00294
KU Schedule 3.18

Kentucky Utilities Company Page 1 of 1
Adjustment 18
Interest Synchronization
Company Adjusted
Line Description Proposed Adjustment Amount
(A) (B) (%)
1 Capitalization $4,099,135,883 (86,356,166) $ 4,012,779,717
2 Debt Component of Rate of Return 2.05% 2.05%
3 Interest Synchronization $ 84,151,924 $ 82,379,103
4 Interest Per Books 109,200,168 109,200,168
5 Interest Synchronization Adjustment $ (25,048,244) $ (26,821,065)
6 State Income Tax 5.00% 5.00%
7 Taxable Income for Federal Income Tax $ 1,252,412 $ 88,641 $ 1,341,053
8 Federal Taxable $ (23,795,832) $ (25,480,012)
9 Federal Income Tax Rate 21% 21%
10 Federal Income Tax Expense $ 4,997,125 $ 353,678 $ 5,350,803
11 Total Income Taxes $ 6,249,537 $ 442319] $ 6,691,856
12 Impact to Operating Income $ 6,249,537 $ (442,319) $ 6,691,856

Notes and Sources

Column A: Garrett Schedule WPD-2, sheet 5 of 5
Line 1: Schedule 1.1
Line 2: Schedule 2
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Case No. 2018-00295

Louisville Gas and Electric Company—Electric

List of Schedules

Line # Schedule # Description
1 LG&E-E Schedule 1 Summary Comparison of Revenue Requirement
2 LG&E-E Schedule 1.1 Revenue Requirements with OAG's Recommended Adjustments
3 LG&E-E Schedule 1.2 Computation of Gross- Up Conversion Factor
4 LG&E-E Schedule 1.2.1 Effect of Recommended Gross-Up Conversion Factor on Company's Revenue Deficiency
5 LG&E-E Schedule 2 Rate of Return Calculation
6 LG&E-E Schedule 2.1 Effect of Proxy ROE on Company's Revenue Deficiency
7 LG&E-E Schedule 3 Ratemaking Adjustments
8 LG&E-E Schedule 3.1 Adjustment 1 Slippage
9 LG&E-E Schedule 3.2 This schedule intentionally left blank to maintain numbering with other utilities.
10 LG&E-E Schedule 3.3 This schedule intentionally left blank to maintain numbering with other utilities.
11 LG&E-E Schedule 3.4 This schedule intentionally left blank to maintain numbering with other utilities.
12 LG&E-E Schedule 3.5 Adjustment 5  Working Capital
13 LG&E-E Schedule 3.5.1  Adjustment5 Cash Working Capital Workpaper
14 LG&E-E Schedule 3.6 Adjustment 6 Late Payment Cre