
August 23,2006 AUG 2 3 2006 

139 East Fourth Skeet, R 25 At 11 
P 0 @ox 960 
Cincinnati, Ohio 452014960 
Tel 513-287-3601 
Fax 513-287-3810 
John Finniqan@dulteenercr~ corn 

John J Finnigan, Jr 
Associate General Counsel 

Ms. Elizabeth 07Donnell ~ B U C  SEAVICE 
Executive Director ~ ~ ~ ~ ~ s r c a ~  
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602-06 15 

Re: In the Matter of an Adjustment of the Electric Rates of The TJnion Light, Heat and Power 
Company d/b/a Duke Energy Kentucky, Inc. 
Case No. 2006-00 172 

Dear Ms. 07Donnell: 

Today we are delivering to you by courier the original and six copies of Duke Energy 
Kentucky's responses to the Commission's third set of data requests in the above-referenced 
case. We are also delivering the original and six copies of Duke Energy Kentucky's responses to 
the Attorney General's second set of data requests. 

In addition, I have enclosed the original and twelve copies of Duke Energy Kentucky's 
Petition for Confidential Treatment of Infoimation. The following data requests seek 
confidential information: KyPSC-DR-03-029 and ACr-DR-0 1- 139; AG-DR-0 1.- 144; and AG- 
DR-02-028. Duke Energy Kentucky has filed the confidential commercial information requested 
by these data requests under seal. Duke Energy Kentucky is making arrangements with the other 
parties to inspect these documents immediately, subject to confidentiality agreements. Duke 
Energy Kentucky has redacted the confidential attorney-client communications requested by 
these data requests. .._ 

If you have any questions regarding these filings, please call me at (513) 287-3601. 

Thank you for your consideration in this matter. 

J,Y. Finnigan, Jr. 
~'ssociate General Counsel 

cc: All Parties of Record (with enclosures) 

ruww.duke-energy. corn 



COMMONWEALTH OF KENTUCKY 

BEFORIE THE PUBLIC SERVICE COMMISSION RE@e/vED 

In the Matter of the Adjustment 1 
of Electric Rates of The TJnion ) Case No. 2006-00 172 p"'uc SEFiwlCE 
Light, Heat and Power Company 1 G " M ~ ~ ~ j o M  

d/b/a Duke Energy Kentucky 1 

PETITION OF DTJKE ENERGY KENTTJCKY 
FOR CONFIDENTIAL TREATMENT OF INFORMATION 

Pursuant to 807 KAR 5:001, Section 7, Duke Energy Kentucky petitions the 

Commission for confidential treatment of information sought in the data requests in this 

proceeding. The information for which Duke Energy Kentucky seeks confidential 

treatment is as follows: 

Information relating to the bids received in response to Duke Energy Kentucky's 

competitive bidding process for back-up power supply, requested by KyPSC-DR- 

03-039 ("Commission Data Request # 29"); and 

Confidential communications between Duke Energy Kentucky attorneys and 

Duke Energy Kentucky employees, requested by AG-DR-0 1-1 39; AG-DR-01- 

144; and AG-DR-02-028 (collectively, the "AG Data Requests"). 

In support of this Petition, Duke Energy Kentucky states as follows: 

1. Commission Data Request # 29 seeks information about the status of Duke 

Energy Kentucky's competitive bidding process for back-up power supply. In response, 

Duke Energy Kentucky produced a narrative answer and four attachments. Duke Energy 



Kentucky's narrative answer discusses the number of bidders; the number of disqualified 

bidders and the reasons the bidders were disqualified. The attachments produced by 

Duke Energy Kentucky identify the companies that responded to the request for 

proposals and provide the terms of the bids. 

2. This information is comrnercially sensitive information in that it would 

provide an unfair commercial advantage to Duke Energy Kentucky's competitors, if 

disclosed. In order to obtain back-up power for its Plants, Duke Energy Kentucky must 

compete in the wholesale power market with other purchasers of power supplies. If these 

competitors knew the identities of the bidders and the amounts of the bids prior to Duke 

Energy Kentucky executing a contract for back-up power, the competitors could purchase 

power from the bidders at these terms such that the bidders might be less willing to 

execute a contract to sell power to Duke Energy Kentucky. 

3. This bid information is kept confidential by Duke Energy Kentucky and not 

disseminated to others unless they have a legitimate need to know and act upon the 

information. This confidential information is not known outside Duke Energy Kentucky, 

except for its outside consultant for the competitive bidding process, who is keeping the 

information confidential. 

4. The Kentucky Open Records Act exempts from disclosure the following 

records: 

[Rlecords confidentially disclosed to an agency or required 
by an agency to be disclosed to it, generally recognized as 
confidential or proprietary, which if openly disclosed 
would permit an unfair commercial advantage to 
competitors of the entity that disclosed the records .... 1 

1 KRS 61.878(1)(c). 



5. Commission Data Request # 29 seeks certain information, as described in 

paragraph 1 above, which is exempt from disclosure under this section of the Kentucky 

Open Records Act. Pursuant to 807 KAR 5:001, Section 7, Duke Energy Kentucky has 

filed with the Commission and served the parties with copies of its response to 

Commission Data Request # 29 with the confidential information redacted. Duke Energy 

Kentucky has also filed an unredacted copy of the information with the Commission 

under seal. Duke Energy Kentucky will make the information available to any party that 

signs a confidentiality agreement. 

6. The Attorney General Data Requests seek, in part, confidential 

communications between Duke Energy Kentucky attorneys and Duke Energy Kentucky 

employees. Such communications are protected against discovery under KRE 503 and 

KRS 61.878(1). 

7. The purpose of the attorney-client communications were to enable the 

Company's attorneys to provide legal advice to employees on various Company matters. 

The content of the attorney-client communications is kept confidential by Duke Energy 

Kentucky and not disseminated to Duke Energy Kentucky employees unless they have a 

legitimate need to know and act upon the information. 

8. Pursuant to 807 KAR 5:001, Section 7, Duke Energy Kentucky has filed with 

the Commission and served the parties with copies of its response to the Attorney 

General Data Requests with the confidential information redacted. Duke Energy 

Kentucky has not filed an unredacted copy of the information with the Commission as 

this could arguably be viewed as a waiver of the privilege. 



Rased on the foregoing, Duke Energy Kentucky respectfully requests that the 

Corninission grant its Petition for Confidential Treatment of Information. 

Respectfully submitted, 

~'%ociate General Counsel 
Duke Energy Shared Services, Inc. 
Room 2500 
P. 0. Box 960 
Cincinnati, Ohio 4520 1-0960 
Tel. (5 13)287-360 1 
Fax (5 13)287-3 8 10 
e-mail: John.Finnigan@duke-energy.com 



CERTIFICATE OF SERVICE 

I certify that a copy of the foregoing Petition of Duke Energy K.entucky for 

Confidential Treatment of Information was served on the following by fax and by 

overnight delivery this 23rd day of August, 2006. 

JP J. Finniian, Jr. f~ , f 

Hon. Dermis G. Howard, I1 
Acting Director 
Hon. Elizabeth E. Blacltford 
Assistant Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive, Suite 200 
Frankfort, Kentucky 4060 1 

ATTORNEYS FOR GREGORY D. 
STTJMRO, ATTORNEY GENERAL 

Hon. David F. Boehm 
Hon. Michael L. Kurtz 
Hon. Kurt J. Roehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 2 1 10 
Cincinnati, Ohio 45202 

ATTORNEYS FOR THE KROGER CO. 
AND ST. ELJZABETH MEDICAL CENTER 

















































































































































KyPSC Case No. 2006-00172 
Ittach. KYPSC-DR-03-01 l(d) 

Page 25 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3560 OVERHEAD CONDUCTORS AND DEVICES 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31 ,  2005 

ORIGINAL CALCULATED ALLOC. BOOK FUT. BOOK REP1. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 

( 1 )  (2 )  ( 3 )  (4 )  (5 )  (6 )  

SURVIVOR CURVE.. IOWA 44-R0.5 
NET SALVAGE PERCENT.. -26 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 2 3 . 6  

ANNUAL 
ACCRUAL 

( 7 )  



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-03-1 l(d) 

Page 26 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3622 STATION EQUIPMENT - MAJOR 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALMC. BOOK FUT. BOOK REM, 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3 ) (4) (5 )  (6) 

SURVIVOR CURVE.. IOWA 45-R2.5 
NET SALVAGE PERCENT. . -4 

ANNUAL 
ACCRUAL 

(7) 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-O;Mll(d) 

Page 27 of 50 

D m  ENERGY KBNTOCKY 

ACCOUNT 3622 STATION EQUIPMENT - MAJOR 
CALCULATED RBMA'INING LIFE DEPRECIATION ACCRUAL 
RELATEX) TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC, BOOK FUT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) (2) (3) (4 )  ( 5 )  (6) (7) 

SURVIVOR CURVE.. IOWA 45-R2.5 
NET SALVAGE PERCENT.. -4 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 27.0 3.06 



KyPSC Case No. 200640172 
Attach. KYPSC-DR-03411(d) 

Page 28 01 50 

ACCOUNT 3622 STATION EQUIPMENT - MAJOR 
CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIOINAL CUCULATED AZtLOC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3) ( 4 )  (5) (6) 

SURVIVOR CURVE,. IOWA 45-R2.5 
NET SALVAGE PBRCENT.. -6 

ANNUAL 
ACCRUAL 

( 7 )  



KyPSC Case No. 2006-00172 
attach. KYPSC-DR-03-011(d) 

Page 29 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3622 STATION EQUIPMENT - MAJOR 
CALCULATED REM?UNING LIFE DEPRECIATION ACCRUAL 
REtATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK FUT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) ( 2 )  ( 3 )  (4)  ( 5 )  ( 6 )  (7 )  

SURVIVOR CURVE.. IOWA 45-R2.5 
NET SALVAGE PERCENT.. -6 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 2 6 . 9  3.14 



KyPSC Case No. 2006130172 
Attach. KYPSC-DR-03-011(d) 

Page 30 of SO 

DUKe ENERGY KENTUCKY 

ACCOUNT 3670 UNDERGROUND CONDUCTORS AND DEVICES 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALMC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) ( 3 )  (4  1 (5 )  (6) 

SURVIVOR CURVE,. IOWA 60-R2 
NET SALVAGE PERCENT.. -43 

ANNUAL 
ACCRUAL 

(7) 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-03-01 l(d) 

Page 31 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3670 UNDERGROUND CONDUCTORS AND DEVICES 

C A L a T E D  REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 3 1 ,  2005 

ORIGINAL CALCULATW ALLOC. BOOK PUT. BOOR REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIE% 
(1) (2) (3) (4 ( 5 )  (6) 

SURVIVOR CURVE.. IOWA 60-R2 
NET SALVAGE PERCENT.. -43 

ANNUAL 
ACCRUAL 

( 7 )  

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 38.3 3.19  



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-OMll(d) 

Page 32 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3670 UNDERGROUND CONDUCTORS AND DEVICES 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK PUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) ( 3 )  ( 4 )  (5) (6) 

SURVIVOR CURVE.. IOWA 60-R2 
NET SALVAGE PERCENT.. -24 

ANNUAL 
ACCRUAL 

(7 )  



KypSC Case No. 200640172 
qttach. KY PSC-DR-03-011(d) 

Page 33 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3670 UNDERGROUND CONDUCTORS AND DGVICES 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, ZOOS 

ORIGINAL CALCULATED ALLOC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3) (4) ( 5 )  (6) 

SURVIVOR CURVE.. XOWA 60-R2 
NET SALVAGE PERCENT.. -24 

ANNUAL 
ACCRUAL 

(7) 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 38.4 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-03-01 l(d) 

Page 34 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3670 UNDERGROUND CONDUCTORS AND DEVICES 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DLPCBMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK FUT. BOOK REM: 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3 1 (4 ( 5 )  (6) 

SURVIVOR CURVE.. IOWA 60-R2 
NET SAtVAGE PERCENT. . - 25 ' 

ANNUAL 
ACCRUAL 

(7)  



KyPSC Case No, 2006-00172 
Attach. KYPSC-DR-03-011(d) 

Page 35 of 50 

DUXE ENERGY KENTUCMT 

ACCOUNT 3670 UNDERGROUND CONDUCTORS AND DEVICES 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CAtCULATED ALLOC. BOOK FIJI'. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3) (4) (5) (6) 

SURVIVOR CURVE.. XOWA 60-R2 
NET SALVAGE PERCENT. . -25 

ANNUAZ, 
ACCRUAL 

(7) 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 38.4 



KyPSC Case No. 200640172 
Attach. KYPSC-DR-03-01 l(d) 

Page 36 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3692 SERVICES - OVERHEAD 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED 
YEAR COST ACCRUED 
(1) (2)  (3) 

SURVIVOR CURVE.. IOWA 47-R1 
NET SALVAGE PERCENT.. -37 

ALLOC. BOOK FOT. BOOK REM. ANNUAL 
RESERVE ACCRUALS LIFE ACCRUAL 

(4 (5) (6 )  (7) 



KyPSC Case No. 200690172 
ittach. KYPSC-DR53511(d) 

Page 37 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3692 SERVICES - OVERHEAD 
CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALMC. BOOK PUT. BOOK REM. 
YEAR COST ACCRCED RESERVE ACCRUALS LIFE 
(1) (2) (3) (4) ( 5 )  (6) 

SURVIVOR CURVE.. IOWA 47-R1 
NET SALVAGE PERCENT.. -37 

ANNUAL 
ACCRUAL 

(7) 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 27.8 



KyPSC Case No. 200640172 
Attsch. KYPSC-DR-03-011(d) 

Page 38 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3692 SERVICES - OVERHEAD 
CALCULATBD REMAINING LXFE DEPRECIATION ACCRUAL 

RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALMC. BOOK FWT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) (2) ( 3 )  (4) (5) (6) (7) 

SURVIVOR CURVE.. IOWA 47-R1 
NET SALVAGE PBRCENT.. -24 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-O3511(d) 

Page 39 of 50 

DUKE ENERGY KESTUCKY 

ACCOUNT 3692 SERVICES - OVERHEAD 
CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3) (4) (5) (6) 

SURVIVOR CURVE.. IOWA 47-R1 
NET SALVAGE PERCENT.. -24 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 28.1 

W A L  
ACCRUAL 

(7) 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-03-01 l(d) 

Page 40 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3692 SERVICES - OVERHEAD 
CALCULATED REMAINING LIFE DEPReCIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATEXI ALLOC. BOOK FOT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESE2ZVK ACCRUALS LIFE ACCRUAL 
(1) (2) (3) (4) (5) (6) (7) 

SURVIVOR CURVE.. IOWA 47-R1 
NET SALVAGE PERCENT. . -26 



KyPSC Case No. 2006-00172 
itbch. KYPSC-DR434l l(d) 

Page 41 of SO 

DUN3 ENERGY KENTUCKY 

ACCOUNT 3692 SERVICES - OVERHEAD 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULbTED ALLOC. BOOK FUT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) (2) (3) ( 4 )  (5) (6) (7) 

SURVIVOR CURVE.. IOWA 47-R1 
NET SALVAGE PERCENT.. -26 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 28.1 1.72 



KyPSC Case No. 2006130172 
Attsch. KYPSC-DR-03-011(d) 

Page 42 of SO 

DUICE ENERGY KENTUCKY 

ACCOUNT 3700 METERS 

CALCULATED REMAINING LTFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALIAC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) ( 2 )  (3 )  (4 )  (5)  ( 6 )  

SURVIVOR CURVE.. IOWA 26-50 
NET SALVAGE PERCENT.. +11 

ANNUAL 
ACCRUAL 

( 7 )  



KyPSC Caee No. 2006-001 72 
Attach. KYPSC-DR-03-01 l(d) 

Page 43 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3700 METERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED M ORIGINAL COST AS OF DECEMBER 31,  2005 

ORIGENAL CALCULATED ALLOC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) ( 2 )  ( 3 )  (4 )  (5 )  (6 )  

SURVIVOR CURVE.. IOWA 28-SO 
NET SALVAGE PERCENT.. +11 

ANMJAL 
ACCRUAL 

( 7 )  



KyFSC C ~ S C  NO. 2006-00172 
Att~~ch. KYPSC-DR-03-011 (d) 

Page 44 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3700 METERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31,  2005 

ORIGINAL CUCUIIATED ALLOC. BOOK FUT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) (2 ( 3 )  (4)  ( 5 )  ( 6 )  (7) 

SURVIVOR CURVE.. IOWA 28-SO 
NET SALVAGE PERCENT.. +11 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 1 3 . 0  4.95 



KyPSC Case No. 2006-00172 
ittach. KYPSC-DR43-Oll(d) 

Page 45 of 50 

DUKE ENERGY KENTUCKY 

ACCOUNT 3700 METERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK FUT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) ( 2 )  (3) (4) ( 5 )  ( 6 )  (7) 

SURVIVOR CURT.. IOWA 28-SO 
NET SALVAGE PERCENT.. -5 



KyPSC Case No. 2006-00172 
Attsch. KYPSC-DR-03-011(d) 

Page 46 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3700 METERS 

CALCUWITBD REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK PUT. BOOK REM. 
YEAR COST ACCRUED RESERVB ACCRUALS LIFE 

(1)  (2) ( 3 )  (4) (5 )  (6)  

SURVIVOR CURVE.. IOWA 28-SO 
NET SALVAGE PERCENT.. -5 

ANNUAL 
ACCRUAL 

(7) 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-03411(d) 

Page 47 of 50 

DUKE ENERGY KEXTUCKY 

ACCOUNT 3700 MISTERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ULOC. BOOK FUT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) (2)  ( 3 )  ( 4 )  ( 5 )  ( 6 )  (7') 

SURVIVOR CURVE.. IOWA 28-SO 
NET SALVAGE PERCENT.. -5 

COMPOSITE REMAINING LIFE AND ANNUAL ACCRUAL RATE, PCT.. 12.9 6 . 2 2  



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-O3l)ll(d) 

Page 48 of SO 

DUKE ENERGY KENTUCKY 

ACCOUNT 3 700 METERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALIXIC. BOOK FUT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 

(1) (2 )  13) (4 (5)  (6)  

SURVIVOR CURVE.. IOWA 28-SO 
NET SALVAGE PERCENT.. -8 

ANNUAL 
ACCRUAL 

(7 )  



KyPSC Case No. 2006-00112 
ittach. KYPSC-DR-03-011(d) 

Page 49 of 50 

DUKE ENERGY 'KENTUCKY 

ACCOUNT 3700 METERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALLOC. BOOK EVT. BOOK REM. 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE 
(1) (2) (3) (4) (5) (6) 

SmVIVOR CURVE.". IOWA 26-50 
NFP SALVAGE PERCENT.. -8 

ANNUAL 
ACCRUAL 

(7) 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-O30ll(d) 

Page 50 of 50 

WKE: -ROY KENTUCKY 

ACCOUNT 3700 METERS 

CALCULATED REMAINING LIFE DEPRECIATION ACCRUAL 
RELATED TO ORIGINAL COST AS OF DECEMBER 31, 2005 

ORIGINAL CALCULATED ALiLOC. BOOK POT. BOOK REM. ANNUAL 
YEAR COST ACCRUED RESERVE ACCRUALS LIFE ACCRUAL 
(1) (2) (3) (4 ) ( 5 )  ( 6 )  (7) 

SURVIVOR CURVE.. IOWA 28-SO 
NET SALVAGE PERCEWT.. -8 

COMPOSITE REMAINING LIFE ANZ) ANNUAL ACCRUAL RATE, PCT.. 12.9 6.46 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentuclcy Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

12. Refer to the response to the Staff's Second Request, Item 7(b). Provide the 
referenced testimony concerning the differences between the cost allocation 
methodologies used by Cinergy Corp. pre-merger and by Duke Energy 
Corporation post-merger. 

RESPONSE: 

A copy of Mr. Blackwell's testimony in Case No. 2005-00228 is provided herein at 
Attachment KyPSC-DR-03-012. The section of Mr. Blackwell's testimony discussing the 
differences in cost allocation methodologies pre-merger versus post-merger is at page 9, 
line 3, through page 11, line 5. 

WITNESS RESPONSIBLE: Carol E. Shrum 



KyPSC Case No. 2006-00172 
Attach. KYPSC-DR-03-012 

Page 1 of 24 

COMMONWEALTH OF ICENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Joint Application of Duke Energy Corporation, ) 
Duke Energy Holding Corp., Deer Acquisition ) 
Corp., Cougar Acquisition Corp., Cinergy Corp., ) Case No. 2005-00228 
The Cincinnati Gas & Electric Company, and 1 
The Union Light, Heat and Power Company for ) 
Approval of a Transfer and Acquisition 1 
of Control ) 

DIRECI' TESTIMONY OF 

BARRY F. BLACKWELL 

ON BEHALF OF 

JOINT APPLICANTS 



KyPSC Case No. 2006.00172. 
Attach. KYPSC-DR93-012 

Page 2 of 24 

TABLE OE" CONTENTS 
PAGE - 

I. INTRODUCTION .............. ,.,,............ ..................................................... . . . ,  I - 

II. SERVICE COMPANY AGREEMENT ........................................................... 3 - 

........................... IV, ALLOCATION OF MERGER BENEFITS AND COSTS .... - 16 - 

................................................... - V. CONCLUSION 20 

APPENDIX 

ATTACHhtENT - BFB - 1 - Service Company Utility Service Agreement 
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I, m o D U C T I O N  

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS, 

My name is Bmy F. Blackwell, and my business address is 1000 East Main 

Street, Plainfield, lndiana 461 68. 

BY WROM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am the Director of Management Reporting and Analysis fbr Cinergy Services, 

Inc., which provides various administrative services to The Union Light, Heat and 

Power Company ("ULH&P" or "Company"), The Cincinnati Gas & Electric 

Company ("CG&E"), PSI Energy, Inc. ('TSI'9 and other regulated and non- 

regulated affiliates of Cinergy Corp, ("Cinergy"). 

PLEASE DESCRIBE YOUR DUTIES AS THE DIRECTOR OF 

MANAGEMENT REPORTING AND ANALYSIS AS RELATE TO 

THIS PROCEEDTNG. 

As Director of Management Reporting and Analysis, I shared responsibility for 

the development of the cost allocation processes utilized by Cinergy to allocate 

the benefits and costs resulting from the merger of Cinagy and Duke Energy 

Corporation to ULW&P and other companies that ULH&P will be affiliated with 

following the merger. I also was involved in developing the processes that will be 

used to assign, distribute and allocate service company costs to ULH&P and its 

regulated and unregulated af?iliates following the merger. 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

PROFlESSIONAL QUALIFICATIONS. 
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I received a Bachelor of Science degree in Accounting from Indiana University 

Purdue University of Indianapolis in 1986. I received a Master of Business 

Administration degree firom the Univmity of Indianapolis in 1998. I am also a 

Certified Public Accountant licensed in the State of Indiana. 

PLEASE DESCRIBE YOUR WORK EXPERIENCE. 

I was initially employed by PSI in 1985 as a Staff Accountant and have since held 

various Accounting or Finance-related positions in the Rates, Budgets, Financial 

Forecasts, Corporate Accounting, Fixed Asset Accounting and Business Unit 

Finance departments of Cinergy. I became Cost Accounting Manager in April 

1999 and assumed the additional responsibilities of the External Reporting 

function in November 2000. In September 2002, I became Director of Cost 

Accounting and External Reporting. I assumed my current position and 

responsibilities as Director of Management Reporting and Analysis in November 

2003. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

PROCEEDING? 

First, I discuss the proposed Service Company Utility Service Agreement 

("Service Company Agreement"') that will govern the provision of services from 

Duke Energy Shared Services, LLC ('Puke Sdces")  to ULH&P and its 

regulated utility affiliates following the consummation of the merger of Cinergy 

and Duke Energy Corporation. In the course of that discussion, I describe the 

processes to be used to assign Duke Services' costs to ULH&P and its regulated 

and unregulated affiliates. Next, I discuss other proposed agreements that will 
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1 govern certain service-related transactions between ULH&P and its utility and 

2 nonutility affiliates following consummation of the merger. Finally, my testimony 

3 generally describes 3;rw the benefits and costs resulting from the merger will be 

4 allocated to ULH&P and other companies that will be affiliated with the new 

5 Duke Energy organization. 

PLEASE DESCRIBE DUKE SERVICES. 

Following the consummation of the merger, Duke Services will be a subsidiary 

service company of Duke Energy Holding Corp. (to be renamed Duke Energy 

Corporation after the close of the merger) ("New Duke Energy'?, which will be 

the ultimate parent company of ULH&P. Duke Services will provide 

administrative, management and support services to ULH&P as well as other 

companies that will also become subsidiaries of New Duke Energy upon 

consummation of the merger. Those services will be provided to ULH&P and 

other public utility subsidiaries of New Duke Energy pursuant to the proposed 

Service Company Agreement that is attached to my testimony as Attachment 

BFB-1. The companies that will receive administrative, management and support 

services fbm Duke Services are r e f 4  to in the Service Company Agreement as 

"Client Companies." The various Duke Services hctions that will provide 

administrative, management and support services to the Client Companies, such 

as accounting, human resources and other corporate services, are referred to in the 

Service Company Agreement as "Functions!' 
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PLEASE BIUEFLY DESCRIBE THE PROPOSED SERVICE COMPANY 

AGREErnNT. 

The proposed Service Company Agreement is similar to the existing service 

agreement that cumtly governs Cinergy Services, Inc.'s provision of 

administrative, management and support services to ULH&P and its public utility 

affiliates, which has been accepted or approved by the Securities and Exchange 

Commission ("SEC"), this Commission, the Public Utilities Commission of Ohio 

and the Indiana Utility Regulatory Commission. 

Like the existing service agreement between Cinergy Services, Inc. and 

ULH&P, the proposed Service Company Agreement describes the types of 

services that Duke Services will provide to ULHW and other Client Companies 

and how the costs of those services will be determined, including the methods of 

assigning costs among the Client Companies. 

HOW WILL SERVICES PROVIDED BY DUKE SERVICES TO ULH&P 

AND OTRER CLIENT COMPANIES BE PRICED? 

The Service Company Agreement provides that services .shall be provided at fully 

embedded costs, except that solely for the purpose of Internal Revenue Code 

('1RC") Section 482, ULH&P shall pay Duke Services as required by that 

Section. The exception provision of the agreement recognizes the requirements of 

the IRC and the Company's intent to comply with those requirements, which 

likely will require the pricing of services provided by Duke Services to be 

adjusted to reflect the market value of those services. However, notwithstand'ig 

the Section 482 exception, for ratemaking purposes, services will be rendered to 
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ULHdcP at cost, as is the cunrent practice under the existing service agreement 

between Cinergy Services, Inc. and ULH&P. Mr. Steffm explains how the 

Company will treat for ratemaking purposes services provided to ULH&P under 

the Service Company Agrement. 

PLEASE EXPLAIN TFJE MEANING OF TBE TERM COST UNDER THE 

SERVICE COMPANY AGREEMENT. 

Cost, or l l l y  embedded cost, refers to all components of costs incurred by Duke 

Services in providing services to the Client Companies, including: (1) direct costs; 

(2) indirect costs; and (3) costs of capital. Direct costs include labor, material and 

other expenses incurred specifically for a particular service and any associated 

loadings. Indirect costs include labor, material and other expenses, and any 

associated loadings that cannot be directly identified with any particular service, 

Examples of indirect costs are overhead costs, administrative support costs and 

certain taxes. Costs of capital represent financing costs, including, but not limited 

to, interest on debt and a fair return on equity. 

WHAT ARE LOADINGS? 

Coadings represent costs that are incurred and aggregated in balance sheet 

accounts (termed "cost pools"), which are then subsequently "loaded" out to 

19 specific entities and projects by attaching an additional charge (tenned a 

20 "loading") to the associated direct cost. Loadings include costs such as fiinge 

2 1 benefits (e.g., medical, dental, pension, postretirement), indirect labor (e.g., 

22 vacation, holiday, sick-time), stores, freight and handling (e.g., materials 

23 management labor, freight), transportation (e.g., vehicle leases, l e l ,  oil), and 
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payroIl taxes (e.g., Federal Insurance Contributions Act, or FICA, and state and 

federal unemployment taxes). 

PLEASE DESCRXBE HOW COSTS OF DUKE SERVICES WILL BE 

ACCOUNTED FOR UNDER THE PROPOSED UTILX'IY AGREEMENT. 

Duke Services will follow Generally Accepted Accounting Principles and utilize 

the Uniform System of Accounts published by the Federal Energy Regulatory 

Commission and adopted in Kentucky pursuant to KRS # 278.220. Duke 

Services will maintain an accounting system in which all of its costs will be 

accumulated. These costs will be chwged to the appropriate Client Companies 

monthly using one of the three methods of assignment set forth in the proposed 

Service Company Agreement. 

WFUT ARE THE METHODS OF ASSIGNMENT UNDER THE 

PROPOSED SERVICE COMPANY AGREEMENT? 

The methods of assignment under the proposed Service Company Agreement are: 

(1) directly assignable; (2) distributable; and (3) allocable. 

PLEASE DESCRIBE EACH MIETHOD OF ASSIGNMENT. 

The directly assignable basis of wst assignment will be utilized to directly assign 

costs for services specifically performed for a single Client Company. The 

distributable cost assignment method will be used to assign costs for services 

rendered specifically for two or more Client Companies. The allocable method of 

assignment will be used to allocate costs for services of a general nature, which 

are applicable to more than one of the Client Companies. 
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WHAT TYPES OF COSTS WILL BE DIRECTLY ASSIGNED FROM 

DUKE SERVICES TO ULH&P? 

Costs that can be specifically identified and related to particular services 

performed for one Client Company will be directly assigned to that Client 

Company. For example, Duke Services employees who work on a project 

specifically for W & P  will charge their labor and expenses directly to ULH&P. 

WHAT TYPES OF COSTS WILL BE DISTRIBUTED FROM DUKE 

SERVICES TO ULH&P? 

Duke Services costs that are directly applicable to ULH&P and one or mom 

additional Client Companies, but which cannot be directly assigned, will be 

distributed to those companies directly benefiting based on the allocation methods 

set forth in Appendix A of the proposed Service Company Agreement (see 

Attachment BFB-1). For example, if Duke Services provides support for a 

demand-side management program that benefits two or more Client Companies . , 

the costs of that program would be distributed only to those Client Companies 

benefiting from the prograxn. 

WHAT TYPES OF COSTS WILL BE ALLOCATED FROM DUKE 

SERVICES TO ULH&P? 

Duke Services costs that cannot be directly assigned or distributed will be 

allocated to ULH&P and other Client Companies based on the allocation methods 

set forth in Appendix A of the proposed Service Company Agreement (see 

Attachment BFB- I). 
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Q. WHAT ARE THE ALLOCATION METHODS SPECIFIED IN APPENDIX 

A OF THE PROPOSED SERVlCE COMPANY AGREEMENT? 

A. Eighteen allocation methods are set forth and described in Appendix A of the 

proposed Service Company Agreement (see Attachment BFB-I). Those methods 

are: (1) Sales Ratio; (2) Electric Peak Load Ratio; (3) Number of Customers 

Ratio; (4) Number of Employees Ratio; (5) Construction-Expenditures Ratio; (6) 

Circuit Miles of Electric Distribution Lines Ratio; (7) Circuit Miles of Electric 

Transmission L i e s  Ratio; (8) Number of Central Processing Unit Seconds Ratio; 

(9) Revenues Ratio; (10) Inventory Ratio; (1 1) Procurement Spending Ratio; (12) 

Square Footage Ratio; (13) Gross Margin Ratio; (14) Labor Dollars Ratio; (15) 

Number of Personal Computer Work Stations Ratio; (1 6) Number of Information 

Systems Servers Ratio; (17) Total Property, Plant and Equipment Ratio; and (18) 

Generating Unit MW Capability Ratio. 

Q. ROW WERE TlAE ALLOCATION METHODS IN THE PROPOSED 

SERVICE COMPANY AGREEMENT DEVELOPED? 

A. Consistent with traditional cost causation principles, the allocation methods 

reflect "cost drivers" (i.e., those factors that are the greatest contributors to costs) 

for the Functions in the proposed Service Company Agreement. For example, 

costs of a general nature that are driven by employees, such as costs related to the 

human resources Function, will be allocated based on the Number of Employees 

Ratio. Similarly, costs of a general nature that are driven by customers, such as 

costs related to the meters Function and customer billing and payment processing 

in the marketing and customer relations Function, will be allocated based on the 
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Number of Customers Ratio. For certain Functions, costs of a general nature will 

be allocated based on a weighted average of more than one ratio. 

HOW DO THE ULOCATION METHODS IN THE PROPOSED 

SERVICE COMPANY AGREEMENT DIFFER FROM TEE 

ALLOCATION METHODS IN THE EXISTING SERVICE AGREEMENT 

BETWEEN CINERGY SERVICES, INC. AND ULH&P? 

The allocation methods under the proposed Service Company Agreement are 

similar to the allocation methods under the existing service agreement, but the 

proposed Service Agreement will more accurately allocate md distribute senice 

company costs to the Client Companies that cause those costs to be incurred. A 

number of the new allocation methods, which are not included in the existing 

service agreement between Cinergy Services, Inc. and ULH&P, have been 

developed to more reasonably allocate and distribute costs for particular 

Functions. For example, the Procurement Spending Ratio and the Inventory Ratio 

have both been added to better align the casts of the materials management 

Function with its cost drivers. Additionally, a new weighted average factor has 

been developed to allocate costs for certain services of a general nature. The new 

weighted average Factor is based on the Gross Margin Ratio, the Labor Dollars 

Ratio and the Total Property, Plant and Equipment Ratio. 

PLEASE EXPLAIN WRY A NEW WEIGHTED AVERAGE FACTOR 

BASED ON THE GROSS MARGIN RATIO, THE LABOR DOLLARS 

RATIO, AND THE PROPERTY, PLANT AND EQUIPMENT RATIO WAS 

BARRY F. BLACKWELL DIRECT 
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SELECTED TO ALLOCATE CERTAIN COSTS OF A GENERAL 

NATURE. 

The new weighted average factor reflects the cost drivers for corporate functions 

such as the accounting, finance and executive Functions. The ratios that the 

weighted average factor is based on are generally reflective of the amount of those 

types of corporate services rendered to Client Companies, As a result, a weighted 

allocation factor based on these ratios will reasonably allocate costs to Client 

Companies in proportion to the amount of services they receive. 

HOW DO THE FUNCTIONS IN THE PROPOSED SERVICE COMPANY 

AGREEMENT DIFFER FROM THE FUNCTIONS IN THE EMSTING 

SERVICE AGREEMENT BETWEEN CINERGY SERVICES, INC. AM) 

ULH&P? 

With the exception of the transportation Function, the Functions in the proposed 

Service Company Agreement and the existing service agreement between Cinergy 

Services, Inc. and ULH&P are virtually the same. The transportation Function has 

been modified to reflect the addition of services related to the procurement, 

operation and maintenance of aircraf€ and equipment that will be utilized by the 

Client Companies. 

DO YOU ANTICIPATE A MATERIAL SHIFT OF ADMINISTRATIVE, 

MANAGEMENT AND SUPPORT COSTS AMONG ULH&P AND THE 

OTHER CLIENT COMPANIES AS A RESULT OF TFIE PROPOSED 

SERVICE COMPANY AGREEMENT'S IMPLEMENTATION? 
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No. First, costs specific to U13IBiP will continue to be directly assigned or 

distributed to ULH@ whenever possible. Second, the ratios to be utilized to 

allocate costs of a general nature will proportionately allocate such costs to 

ULH&P and other Client Companies based on the level of services provided to 

each Client Company. 

WILL DUKE SERVICES PROVIDE ADMINISTRATIVE, 

MANAGEMENT AMD SUPPORT SERVICES TO NONUTILXTY 

SUBSIDIAIUES OF NEW DUKE ENERGY? 

Yes. 

HOW WILL DUME SERVICES' COSTS BE ASSIGNED TO 

NONUTKITY SUBSIDIARIES OF DUKE ENERGY? 

The proposed nonutility cost assignment process will be consistent with the 

proposed utility cost assignment process. Duke Services' provision of services to 

nonutility subsidiaries of New Duke Energy will be governed by an agreement 

that is similar to the proposed Service Company Agreement. When possible, 

costs will be directly assigned or distributed to nonutility companies, The method 

utilized to allocate costs of a general nature will be based on functions and 

allocation methods developed for the nonutility companies, which are consistent 

with and similar to the Functions and allocation methods in the proposed Service 

Company Agreement. 

HOW WILL COSTS INCURRED BY DUKE SERVICES ON BEHALF OF 

BOTH UTILITY AND NONUTILITY CLIENT COMPANIES BE 

BARRY F. BLACKWEU DIRECT 
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ALLOCA'IED AMONG THE UTILITY AND NONUTILITY 

COMPANIES? 

A. when Duke Services performs a service that benefits both utility and nonutility 

companies, the costs will be apportioned by a common allocation ratio between 

the utility companies and the nonutility companies in the aggregate. For example, 

costs incurred by Duke Services for human resource fiunctions will be allocated to 

both utility and nonutility companies based on the respective number of 

employees each utility and nonutility company employs. 

Q. WHAT PROCESSES WILL DUKE SERVICES EMPLOWES FOLLOW 

TO ALLOCATE THEIR TIME AND EXPENSES TO UTILITY AND 

NONUTILITY COMPANlES? 

A. Duke Services employees will follow processes similar to the processes currently 

followed by Cinergy Services, Inc, employees to allocate their time and expenses 

to utility and nonutility subsidiaries of Cinergy. 

For example, today, some documents utilized by Cinergy Services, Tnc. 

employees require input codes that are used to indicate whether costs will be 

assigned directly, distributed or allocated. The codes also determine the 

appropriate allocation percentages to be used. 

Q. HAS THE SERVICE COMPANY AGmEMENT BEEN EXECUTED? 

A. No. 

Q. WILL ULH&P FILE THE SERVICE COMPANY AGREEMENT WITH 

THE COMMISSION AFTER IT HAS BEEN EXECUTED? 

A. Yes. 
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III. OTHER SERVICE AGREEMENTS 

IS ULH&P SEEKING APPROVAL OR ACCEPTANCE OF ANY OTHER 

SERVICE AGREEMENTS IN THIS PROCEEDING? 

Yes, ULH&P is also seeking approval or acceptance of the proposed service 

agreements that are attached to my testimony as Attachment BIB-2 and 

Attachment BFB-3. 

PLEASE DESCRIBE THOSE AGREEMENTS. 

Attachment BFB-2 is a proposed Operating CompanyINonutility Companies 

Service Agreement (the "Nonutility Companies Agreement"). The Nonutility 

Companies Agreement will govern certain service-related transactions between 

ULH&P and its nonutility affiliates following consummation of the merger. 

Attachment BFB-3 is a proposed Operating Companies Service Agreement (the 

"Operating Companies Agreement"). The Operating Companies Agreement will 

govern certain service-related transactions between ULH&P and its utility 

affiliates, including Duke Power Company LK, CG&E and PSI, following 

consummation of the merger. Both agreements will allow ULH&P to provide 

services (including, but not limited to, engineering, construction, operations and 

maintenance services) to, and receive services (such as operations, maintenance, 

inspecting, meter reading and vegetation management) fiom its nonutility and 

utility affiliates. These services will also be priced at cost for ratemaking 

purposes as 1 described earlier in my testimony regarding pricing of services under 

the Service Company Agreement. 
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HOW WILL TRANSACTIONS BETWEEN ULH&P AND ITS 

NONUTILITY AND UTILITY AFFILIATES BE INITIATED UNDER THE 

NONUTILITY COMPANIES AGREEMENT AND OPERATING 

COMPANIES AGREEMENT? 

Transactions between UW&P and its future nonutility and utility affiliates will be 

initiated in much the same way transactions are initiated today between ULHBiP 

and its current nonutility afiiliates. Specifically, today, any transaction between 

lJL,H&P and a nonutility affiliate is initiated with a written request using a service 

request form. Similar fonns will be utilized under the Nonutility Companies 

Agreement and Operating Companies Agreement (see Attachment BFB-2, Exhibit 

A and Attachment BFB-3, Exhibit A). The purpose of the written request is to 

ensure that internal accounting is done properly and that the request is permitted 

by the applicable agreement. No work can be initiated without a signed service 

request fom on file. If the company from which services are requested agrees to 

provide the services, it will approve the request in writing. 

HOW WILL COSTS INCURRED BY ULH&P ON BEHALF OF AN 

AFFILIATE BE ACCOUNTED FOR UNDER THE NOMTTILITY 

COMPANIES AGREEMENT AND OPERATING COMPANIES 

AGREEMENT? 

That will depend on whether the afiiliate maintains its own accounting system or 

whether it will utilize New Duke Energy's accounting system. For example, 

certain joint venture afliliates' accounting records may be maintained within each 

joint venture entity and may not utilize New Duke Energy's accounting system. 
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In a situation where ULH&P has engaged in a transaction with one of 

these entities, ULH&P will track all of its direct costs via New Duke Energy's 

accounting system, and upon completion of the project, ULH&P will process an 

invoice for payment. This invoice will include ULH&P's fully embedded cost of 

providing the service. 

When the transaction is with an affiliate that utilizes New Duke Energy's 

accounting system, ULH&P will process source documents, such as labor tickets 

and expense accounts, through New Duke Energy's accounting system, using the 

appropriate accounting information provided by the afliliate requesting the 

services. This accounting will indicate the company (e.g., ULH&P) providing the 

services and the affiliate company receiving the services, as well as the 

appropriate project information required by the service request form 

documentation. On a monthly basis, the accounting departments will summarize 

this accounting, at which time overheads and cost of capital charges will be 

applied. Using internal accounting reports, each entity providing and receiving 

service can review the costs charged, at which time any discrepancies are 

resolved. 

HOW WILL COSTS INCURRED BY A ULH&P AFFILIATE ON BEHALF 

OF ULH&P BE ACCOUNTED FOR UNDER THE NONUTILITY 

COMPANIES AGREEMENT AND OPERATING COMPANIES 

AGREEMENT? 

Again, that will depend on whether the affiliate maintains its own accounting 

system or whether it utilizes New Duke Energy's accounting systern. If the 
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affiliate providing the service docs not utilize New Duke Energy's accounting 

system, ULH&P will be invoiced directly for the services received. Where 

ULH&P has entered into a transaction with an affiliate that utilizes New Duke 

Energy's accounting system, the billing process is very similar to the example I 

described above, where ULH&P provides the service to a nonutility affiliate. 

HAS THE NONUTILITY COMPANIES AGmEMENT OR THE 

OPERATING COMPANIES AGREEMENT BEEN EXECUTED? 

No. 

WILL ULH&P FILE THOSE AGREEMENTS WITH THE COMMISSION 

AFI'ER TREY HAVE BEEN EXEZUTED? 

Yes. 

IV. ALLOCATION OF MERGER BENEFITS AND COSTS 

PLEASE GENERALLY DESCRI[BE ROW THE NET SAVINGS 

RESULTING FROM THE MERGER WERE ALLOCATED TO ULR&P 

AND OTHER COMPANIES AFFILIATED WITH NEW DUKE ENERGY. 

As described in Mr. Flaherty's testimony, a functional and sub-functional 

alignment was completed by each company for comparative purposes. Mr. 

Flaherty then identified savings opportunities by hction. These functional 

groupings (e.g., executive management, finance and accounting and legal) are 

similar to the hctions currently utilized by Cinergy Services, Tnc. and Duke 

Energy Corporation's shared services company to distribute and allocate shared 

services costs. 

BARRY F, BLACKWELL DIRECT 
-16- 



KyPSC Case No. 200600172 
Attach. KYPSC-DR-03-012 

Page 19 of 24 

Consistent with cost causation principles, the net merger savings (both 

savings and costs) were allocated using an allocation method that represents the 

"cost iinivd' for the functions identified by Mr. Flaherty. Where possible, the 

allocation methods described in the proposed Service Company Agreement were 

used as the bases for allocating the identified savings and costs by bction. Net 

merger savings that could not be directly linked to an allocation method in the 

proposed Service Company Agreement, or for which allocation ratios were not 

filly developed, were allocated using the new proposed weighted average factor 

described earlier in my testimony. 

WFIAT AMOUNT OF NET MERGER SAVINGS HAS BEEN 

ALLOCATED TO ULH&P OVER THE FIVE-YEAR PERIOD 2006 - 20101 

Approximately $18.2 million of total New Duke Energy's net merger savings 

have been allocated to ULHW for the period 2006 - 201 0. A summary of the net 

merger savings allocated to ULH&P is set forth on Attachment BFB -5. 

PLEASE DESCRIBE ATTACHMENT BFB-4, 

Attachment BFB-4 sets forth the functional categories of labor savings, non-labor 

savings and costs to achieve identified by Mr. Flaherty and the associated 

allocation method used to allocate the savings or costs for each bctional 

category. 

PLEASE DESCRIBE ATTACHMENT BFB-5. 

Attachment BFB-5 shows the five-year summary of net merger savings and costs 

applicable to ULH&P and all other New Duke Energy companies. 
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DO ULH&PIS ALLOCATED NET SAVINGS INCLUDE ANY NET 

SAVINGS RELATED TO CG&EIS PLANNED TRANSFER OF 

GENERATING ASSETS TO ULH&P? 

Yes. Attachment BFB-5 reflects costs and savings allocations applicable to 

ULH&P1s current regulated gas and electric operations. Attachment BFB-5 

includes the allocated costs and savings applicable to the generating assets to be 

transferred from CG&E to UIJI&P. 

VYRY ARE THE COSTS AND SAVINGS FtELATED TO TFIE 

GENERATING ASSETS BEING REELECTED IN ULH&PIS OVERALL 

NET SAVINGS? 

The transfer of generating assets h m  CG&E to ULH&P is expected to occur in 

2005 and the assets will be ULH&P assets at the effective date of the merger. As 

such, these costs and savings will be applicable to ULH&P. 

HOW WERE TEE ALLOCATED COSTS AND SAVINGS APPLICABLE 

TO THE ASSET TRANSF'ER DETERMINED? 

The allocated costs and savings were determined by using a ratio of the 2004 net 

generation applicable to the transferring assets to the total 2004 net generation of 

all of CG&Eis generating assets. This method is consistent with the methods used 

by the Company in Case No. 2005-00042 and Case No. 2003-00252 to estimate 

the allocation of administrative and general costs associated with these assets 

which will be allocated to ULH&P upon the completion of the transfer. 

ARE ALLOCATION METFiODS THAT WERE USED TO ASSIGN 

THE NET MERGER SAVINGS TO ULE&P9S GAS AND ELECTRIC 
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OPERATIONS THE SAME AS THOSE USED TO ASSIGN THE NET 

SAVINGS BETWEEN ULH&P AND THE OTHER NEW DUKE ENERGY 

COMPANIES? 

Yes. For consistency, we used the same allocation methods that were used to 

assign costs and savings between ULHM and the other New Duke Energy 

companies to assign costs and savings to UL;H&P's gas and electric operations. 

DID YOU PROVIDE THE ALLOCATED MERGER SAVINGS AND 

COSTS TO MR. JOHN P. STEFFEN TO CALCULATE THE MERGER 

SAVINGS CREDIT RIDER DISCUSSED IN HIS 'l'l3STIMONY? 

Yes, I did. 

ARE THE TOTAL NET SAVINGS SHOWN ON A ' I T A ~ N T  BE&.5 

IDENTICAL TO THE TOTAL NET SAVINGS PRESENTED IN MR. 

FLAHERTYtS TESTIMONY? 

No. First Attachment BFB-5 excludes the Non-Regulated net savings identified 

by Mr, Flaherty. Additionally, Attachment BFB-5 excludes fbel savings and 

certain corporate separation costs related to change in control, both of which are 

included in Mr. Flaherty's total net savings. ULH&P3s portion of the excluded 

fuel savings will be passed through to ULH&P's retail customers through 

ULH&P's fbel cost adjustment mechanism when it becomes operational. The 

excluded change in control costs will be absorbed by shareholders and not netted 

against merger savings to be shared with customers. The following (in thousands) 

reconciles the net savings amounts between Attachment BFB-5 and Mr. Flaherty's 

testimony, Table 1. 
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Attachment BFB-5 - Total Net Savings 

Plus: Fuel Savings 40,106 

Less: Change in Control Costs 183.308 

Mr. Flaherty - Total Corporate and Regulated Savings $624,027 

Plus: Total Non-Regulated Savings 718.863 

Mr. Flaherty - Total Net Savings 

V. CONCLUSION 

DO YOU HAVE AN OPINION AS TO WHETHER THE PROCESSES 

THAT WILL BE USED TO ASSIGN COSTS TO ULH&P, PURSUANT TO 

THE PROPOSED SERVICE AGREIEMENTS YOU HAVE DESCRIBED, 

ARE REASONABLE AND APPROPRIATE? 

Yes, I do. The cost assignment processes are reasonable methods for pricing and 

allocating the costs of services among the various companies. The cost 

assignment processes will fairly and accurately assign the costa of providing 

services to the correct entity responsible for the costs. These cost assigrnnent are 

similar to the processes currently used to assign service company costs to ULH&P 

and its affiliates, which have been approved by this Commission and the SEC, and 

have proven to work well in actual practice. 

DO YOU HAVE AN OPINION AS TO WHETHER THE PROCESSES 

THAT WILL BE USED TO ALLOCATE THE BENEBTI'S AND COSTS 

OF Tl[IE MERGER TO ULH&P ARE REASONABLE AND 

APPROPRIATE? 

BARRY F. BLACKWELL DIRECT 
-20- 
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Yes, I do. The allocation processes are reasonable methods for allocating the 

benefits and costs of the merger among ULH&P and the other companies that will 

incur costs and realize benefits as a result of the merger. 

WERE ATTACRlMENTS BFB-1 THROUGH BFB-5 PREPARED BY YOU 

OR UNDER YOUR SUPERVISION? 

Yes, they were, 

DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY? 

Yes, it does. 

BARRY F. BLACKWELL DIRECT 
-21 - 
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Stateof Indiana ) 
1 ss: 

County of ~endrickd 

The undersigned, Barry F. Blackwell, being duly sworn, deposes and says that he 

is the Director, Management Reporting & Analysis, for Cinergy Services, Inc., and that 

the matters set forth in the foregoing testimony are true and correct to the best of his 

information, knowledge and belief. 

& E ~ ~  
Bany ~@3lackwell, Affiant 

Subscribed and sworn to before me by 
day of &,&& ,2005. 

on this p 

b 

NOTARY PUBLIC =&A6 rv\: $cfi~m~n 

My Commission Expires: 31 11 \ 04 w: \ k n w -  
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Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

13. Refer to the response to the S W s  Second Request, Item 10. 

a. Concerning Attachment 02-010(a), pages 3, 5 through 7, and 9 of 9, 
several dollar figures have been "blacked out" on the copies. Provide 
clear, legible copies of these pages. 

b. Concerning Attachment 02-010(b), page 5 of 5, and Attachment 02- 
010(c), page 6 of 8, explain in 'detail why a project identified as "Gas 
Interruptible Billing" has been classified as Common Plant. 

RESPONSE: 

a. See Attachment KyPSC-DR-03-0 13(a). 

b. An investigation of this software project has indicated that it has no 
connection to electric service and was inadvertently included in common 
plant when the budget was prepared. This project should have been 
classified as 100% Gas Plant. 

WITNESS RESPONSIBLE: (a) Carl J. Council, Jr. 
(b) Jim L. Stanley 
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KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

14. Refer to the response to the Staffs Second Request, Item 11, Attachments 02- 
01 l(d) and (e). 

a. Concerning the sales between Duke Kentucky and its affiliates, describe 
how the prices in these transactions were determined. Indicate whether 
the transactions were priced at market or cost. Include any applicable 
references to pricing methodologies required by the Federal Energy 
Regulatory Commission or the Securities and Exchange Commission 
("SEC"). 

b. In Attachment 02-0 1 1 (c) there are several references to "Activity Dec2004 
thru apr2005." Explain why transfers relating to this time period were 
occurring during the base period, which begins September 1,2005. 

RESPONSE: 

a. These transactions involved the sale of transformers and meters between 
Duke Energy Kentucky and its affiliated operating companies. These 
transactions were priced using an average basis cost per unit of property 
by vintage year. This pricing methodology results in the purchasing . ' 
company paying the fully embedded cost of the equipment. This pricing 
methodology is consistent with the terms and conditions of the Operating 
Companies Service Agreement that was approved by the Commission's 
November 29,2005 Order in Case No. 2005-00228. 

b. The standard administrative process for recording these types of transfers 
is to accumulate the activity for a period of time and record the transaction 
at one time. The transactions, if recorded earlier in 2005, would have 
adjusted the beginning balance at September 1,2005 as appropriate. 

WITNESS RESPONSIBLE: (a) - Carl J. Council, Jr. and Carol E. Shrurn 
(b) - Carl J. Council, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

IS. Refer to the response to the StafPs Second Request, Item 15. Based upon the 
responses provided, resubmit Schedule B-4.1 so that it reflects the construction 
work in progress balance as of December 3 1,2007. 

RESPONSE: 

See Attachment KyPSC-DR-03-015. 

WITNESS RESPONSIBLE: Jim L. Stanley / John J. Roebel 



WKE ENERGY KENTUCKY 
CASE NO. 2WBW172 

CONSTRUCTION WORK IN PROGRESS - PERCENT COMPLETE (a) 
AS OF DECEMBER 31,2007 

DATA' BASE PERIOD X FORECASTED PERIOD 
TYPE OF FILING: X ORIGINAL UPDATED RMSED 
WORK PAPER REFERENCE NO(S).: 

Pmjan 
No. 

Dele 
Construdlon 
Work Began 

EBlBlZ - EB52 Mlec Valves 
ES1822 - EB52 General Equlpmenl 
EB2W453 - Install Aah Pond Uner 
EB200531 - lnst mlck Tunl Emer Bump Pump 
EB2012532 - 2 A8h Bblm PUmD Molor ROD1 
E8201282 - New East Bend  andf fill 

' 

MF4407 - MFBCFCD Gemfral Equlpment 
MF441C - MFS BBB Mlso Valves 
MF442C - MFB W General Equlpment 
MF601201- WI Replace SW Shlnerd IS0 
MFB01213 - 6AH Gas Inlet Dampars 
WG0244 - W W 4  Major "C" Ovamaul tl 
WGM7C - WQS General Equlpmenl 
WGM0C - WGB MISO. V e b s  
WGSOl208. QW BeMHy 
302C7878 - Emplre XFMR #3 Tmn - 3MC7878 
303C7878 - Emplre lnst XFMR #3 - lO.5mvo - 3 
310ZNB - ZULWP NNV BUSINESS SOUTH AREA 
31ZZLL - Z U M P  UGHFB SOUTH AREA 
314C7880 - Em~lt" 43 - 314C7880 
314E7820 - ~enlm 41 MendQphanoge Rd - 314 
314ZDA - ZULWP DIET ASSES8 SOUTH AREA 
314ZLG - Z U M P  LG MST IMPR SOLITH AREA 
314ZRL - ZULHhP RL MST IMPR SOUTH AREA 
314ZUG - ZULHP UG CABLE RPLC SOUTH AREA 
314ZUR - ZULHhP UR MST IMPR SOUTH AREA 
31-G - Z U W  BLDGBIGRND8 SOUTH AREA 
31BZGE - LTOOI.8 ULHaP QEN EQUIP SOUTH 
8 0 3 W  - ULHhP MINOR DIET FAILURE6 
BWG0534 - ULHhP MAJOR MST FAILURES 

158 803G79W - ULHP DISTRIBUTION BAlTERIES 
158 BOeF0502 - ULHhP MBTR TRANSFORMERS 
180 82400500 - ULHhP ELECTRIC METERS 
182 NERC13BG - NERC 1300 CYBER BECURIN 
183 NERCl3XX - NERC 1300 SU88TATION SECURITY 
164 TOOLMU - TOOL8 ULHhP TRANSPORTATION 

TRLERULH - TRAILERS 6 MNST EQUIP ULHhP 
UG727883 - ULHP MINOR TRANS SUB FAILURES 
U03Z7888 - MISC MET SUB NOWBUDGET WORK 
U03Z7872 - MI8C NON BUDGET CARRYOVER 
W Z G M  - ZULWP GOV MAND TRANS IMPR 
UMZUR - ZULHhP UPGWUEPL TRANS IMPR 
U14Z78W - MlBC MST UNE NOKBUDGET WORK 
U1427873. MlSC NON BUDGET CARRYOVER 
U14ZGLZ- ULH GuT DISTRIBUTION 
U14ZGM - ZULHhP GOV MAND MST IMPR 
U14WM - ULHdP DIST LINE CAPACITORS 
U18ZMTRE - TOOL6 ELEC MTR OPS ULHP 
ULHSTORM - ULWP STORM BUDOET 
EATt.INT - B A T G W N T  
CINMAN - dndrmati MAN 
EMCUPG - EM(: UPGRADE 
MOBDAT1 -MOB DATA INERFACE 
MWREPL - miuoweM mDkWmen( 
MBBUPO - NETWORK BACKBONE UPGRADE 
PHYNTGEC - PHYBICAL NETWORK SECURrTY 
RADBACK - mdlo backhaul 
BECEQUIP - Be~f r ty  Equlpment 
GTRCWIRE - s(rudumd wirlng 
VOlP - vdcs over IP 
WANW - wan dlvemtly 

of 
Elapsed 

Time 
ID 

100% 
43% 
21% 
41% 
87% 
40% 
100% 
100% 
100% 
100% 
43% 
87% 
24% 
22% 
100% 
85% 
72% 
87% 
75% 
70% 
54% 
74% 
75% 
75% 
75% 
75% 
75% 
74% 
75% 
87% 
67% 
73% 
75% 
100% 
87% 
100% 
87% 
87% 
87% 
87% 
75% 
75% 
87% 
87% 
87% 
75% 
75% 
74% 
73% 
38% 
40% 
30% 
87% 
40% 
40% 
40% 
40% 
47% 
40% 
40% 
40% 

Wglnal 
Budget 

Eotlmate - 
1,585,641 
1,353,853 
2,851,080 

158,940 
80,487 

e,zae,es4 
35,887 

353,577 
114,778 
142,130 

2,176,288 
17,358,518 

278,282 
534,213 
416,807 
81,171 

800,745 
15,214,588 
1,781,139 

230,104 
158,W 
278.377 

1,134,852 
2,174214 

308,218 
3,815,620 

318.878 
100,827 
224,044 
283,834 
28,808 

5,200,342 
1,953,270 

325.443 
118,556 
78,601 
64,680 
34,397 

337,377 
185,380 
748,285 
200,750 

4,257,725 
117,248 
573,128 

4,728,418 
1281,817 

48.771 
633,723 
25,282 

107,284 
102,888 
118,181 
483.285 
81.770 
48,075 
50,100 
18,710 

134,506 
882,648 
28,890 

SCHEDULE 84.1 
PAGE 1 OF 1 
WlTNE88 RESPONSIBLE: 
C. J. COUNCIL 

Mosl 
Recent 
Budgal 

Eotlmele 
(G) 
L 

1,585,641 
1,353,853 
2,851,080 

158.940 
80.487 

8,288,854 
35,887 

353,577 
114,778 
142,130 

2,178,268 
17,358,518 

278.282 
634,213 
418,W 
81,171 

800,745 
15,214.588 
1,781,138 

230,104 
150,808 
278.377 

1,134,852 
2,174.224 

306,216 
3,815,520 

318,078 
100,827 
224,044 
203,834 
28,800 

5,200,342 
1,853,270 

325,443 
118,558 
78,801 
84.880 
34.397 

337.377 
185,390 
748.285 
200,750 

4,257.725 
117,248 
573,728 

4,728,418 
1281,817 

48,771 
633.723 
25,282 

107,284 
102,888 
118.181 
4932ss 
81.770 
48.075 
58,100 
18.710 

134,506 
882.848 
28.888 

Pemnt of 
Total 

m d n u m s  
(I )= (H) I (G) 

31% 
35% 
18% 
8% 
1% 
8% 
75% 
54% 
80% 
11% 
44% 
18% 
18% 
18% 
88% 
30% 
25% 
88% 
74% 
37% 
4% 
88% 
70% 
78% 
77% 
71% 
57% 
70% 
67% 
88% 
85% 
73% 
74% 
87% 
77% 
88% 
87% 
88% 
85% 
83% 
70% 
72% 
58% 
64% 
88% 
72% 
70% 
88% 
72% 
41% 
33% 
24% 
81% 
38% 
34% 
50% 
40% 
38% 
34% 
8% 
38% 

(a) Baaed on expenditures lndudlng AFUDC 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

16. Refer to the response to the Staff's Second Request, Item 19. 

a. Concerning the installation of new meters as part of the Advance Metering 
Infrastructure ("AMY), does Duke Kentucky plan to install these new 
meters primarily for combined electric and gas customers? Explain the 
response. 

b. Explain why it was assumed that the deployment of AM1 in Kentucky 
would be completed in 2008, while completion in Ohio and Indiana would 
not be completed until 2009. 

c. Provide the actual implementation and installation costs associated with 
AM1 that Duke Kentucky has incurred as of July 3 1, 2006. In addition, 
when Duke Kentucky files its actual results for the base period on October 
16, 2006, provide an update of this information through the end of the 
base period. 

RESPONSE: 

a. The program will include all electric, gas and combined electric and gas 
customers by the time the implementation is completed. The 40,500 
electric meters and 28,100 gas meters reported in the Company's response 
to KyPSC-DR-019(a) is the number of meters to be installed during 2007. 

b. Kentucky implementation was assumed to be completed in 2008 and 
deployment in Ohio and Indiana was assumed to be completed in 2009 
because the deployment will begin in Kentucky prior to Ohio and Indiana. 

c. No costs have been incurred as of July 31, 2006. The estimated months 
for the base period consist of the six months ending August 31, 2006. 
Duke Energy Kentucky does not expect to incur any implementation or 
installation costs for AM1 through that date because it has scheduled the 
deployment of AM1 to begin in December 2006. Duke Energy Kentucky 
will report to the Commission on this information again when it files its 
updated financial information on October 16,2006. 

WITNESS RESPONSIBLE: Jim L. Stanley 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

17. Refer to the response to the S W s  Second Request, Item 21. Indicate whether or 
not any of the items shorn in this response have been excluded for rate-making 
purposes from the forecasted test period by Duke Kentucky. Include cross- 
references to the applicable adjustment. 

RESPONSE: 

The following items contained in response to KyPSC-DR-02-021 have been eliminated 
for rate-making purposes on WPD-2.22a. 

Descri~tion Account Amount 
Advertising 910000 $42,122 
Club dues 910000 $63 8 
Community Relations 910000 $55,372 
Advertising 930000 $16,852 
Misc. Events / Tickets 930200 $1,921 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 



KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

18. Refer to the response to the S W s  Second Request, Item 22. According to this 
response, undetermined advertising expense shown on Schedule F-4 totals 
$175,375. The amount of advertising eliminated and shown on Workpaper W D -  
2.22a totals $170,375. Explain how the remaining $5,000 has been treated for 
rate-making purposes and describe the specific advertising transactions 
represented by the $5,000. 

RESPONSE: 

The amount of undetermined advertising expense shown on Schedule F-4 is $170,375. 
The response to KyPSC-DR-02-022 contained a typographical error in that the amount 
reported as $175,375 is incorrect, and should have been reported as $170,375. 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 



KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQIJEST: 

19. Refer to the response to the Staffs  Second Request, Item 24. 

a. The base period reflects Duke Kentucky's owriersliip of generating plant 
for 8 months, while the forecasted period reflects ownership for a full 12 
months. When comparing the forecasted test period with the base period, 
explain in detail how the recognition of 4 additional months of generating 
plant ownership supports a 13.74 percent increase in straight time hours, a 
36.06 percent increase in straight time labor dollars, and a 15.84 percent 
increase in operation and maintenance ("O&MV) labor dollars. 

b. Refer to the response to Item 24(c). 

(1) Why were change in control payments originally included in the 
forecasted test period? 

(2) Did the SEC require Duke Kentucky to record change in control 
payments on its books? Explain the response and include any 
correspondence from the SEC requiring this accounting treatment. 

c. As of July 3 1,2006, how many ernployees does Duke Kentucky have? 

d. Does Duke Kentucky actually plan to employ between 289 and 328 
employees between January aiid December of 2007? Explain the response 
and provide the actual workforce levels anticipated. 

RESPONSE: 

a. The increase in the "Straight Time Dollars" of 36.06% in the Updated 
Schedule G-2 provided at Attachment KyPSC-DR-02-024 is incorrect. 
Revising this Updated Schedule G-2 to reflect the correct level of base 
period straight time labor expense lowers the percent increase to 14.34%. 
The error reflected in the Updated Schedule (3-2 resulted from excluding 
the indirect labor portion of the straight time dollars in the base period as 
compared to those presented in the Forecast Period. 

The figures in the Updated Schedule G-2 for "Labor Dollars" in the Rase 
Period are incorrect. See the table below for the revised data: 



I I Base I Percent I Forecast I Percent 

Labor Dollars 1 2005 

Other Earnings / $5,715,623 

Straight Time Dollars / 25,5 1 1,867 

Overtime Dollars 1 2,551,198 

Total Labor Dollars 1 $33,778,688 

Period I Change Period / Change 

With this correction, this revised percentage increase in total straight time 
labor dollars reflects a slightly higher percentage increase than straight 
time labor hours since the dollars also reflect projected wage increases on 
top of the change in hours associated with the plant transfer. Furthermore, 
the relatively higher proportion of labor expensed versus capitalized for 
production employees results in the slightly higher growth in "O&M 
Labor Dollars." 

b. (1) As stated in the Company's response to KyPSC-DR-02-024(c), 
change-in-control payments were not included in the forecasted 
test period. 

(2) The SEC did not give Duke Energy Kentucky any guidance about 
how to record change-in-control payments on its books. Duke 
Energy Kentucky followed GAAP in recording these expenses. 
No change-in-control payments are reflected in the forecasted test 
period. 

c. As of July 31, 2006, Duke Energy Kentucky had 210 actual employees. 
There are more than 125 generating station employees that are employees 
of Duke Energy Ohio and Duke Energy Shared Services who directly 
charge or allocate their time to Duke Energy Kentucky. This excludes 
non-generating personnel employed by Duke Energy Shared Services who 
charge their time to Duke Energy Kentucky. 

d. Duke Energy Kentucky expects to incur labor costs between January and 
December of 2007 that would be equivalent to employing between 289 
and 328 employees. This includes only the Duke Energy Kentucky 
employees and the generating station employees as described in the 
response to KyPSC-DR-0.3-Ol9(c). Also, see the Attachment to AG-DR- 
02-020 for the workforce level included in the forecast period. 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

20. Refer to the response to the Staffs Second Request, Item 26. 

a. Does Duke Kentucky agree that some portion of its proposed increase in 
revenues would be directly related to production income? Explain the 
response. 

b. Explain how Duke Kentucky's treatment of the Internal Revenue Code 
Section 199 deduction recognizes the proposed increases in revenues 
sought in this case. 

RESPONSE: 

a. Yes. The proposed revenue requirement supports a fair return on the 
Company's electric production, transmission and distribution operations. 

The Section 199 deduction is not based on revenue; it is based on the 
taxable income from electric production operations. The pro forma 
adjustment calculated on WPD-2.29a through WD-2.29~ determines the 
Section 199 deduction based on the electric production pre-tax income 
proposed in this case. It applies the weighted cost of common equity 
proposed to the allocated electric production capitalization. The resulting 
net income is then grossed-up and Schedule M items are added and 
subtracted to determine the taxable income from electric production. Any 
changes in the electric jurisdictional rate base ratio, the electric production 
rate base ratio, the forecasted capitalization or the return on common 
equity will require this calculation to be revised. 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

21. Refer to the response to the Staff's Second Request, Item 31. Explain the 
meaning of the term "PACE" as it is used in this response. 

RESPONSE: 

PACE ("Eost-balysis Cost Evaluation") is a vendor-supplied s o h a r e  tool the 
Company uses to determine allocation of production costs, including the cost of emission 
allowances, between native and non-native sales. 

WITNlESS RESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

22. Refer to the response to the Staffs Second Request, Item 33. 

a. In its May 3,2006 Order in Case No. 2005-00228,' the Commission stated 
that Duke Kentucky would be in compliance with certain merger 
commitments if it discontinued filing voluntary financial reports with the 
SEC and thereby eliminating the need to use push-down accounting for 
recording the Duke Energy Corporation and Cinergy Corp. merger. Duke 
Kentucky had stated that this election should allow it to avoid Sarbanes- 
Oxley Act compliance costs. In light of the May 3, 2006 Order, would 
Duke Kentucky agree that there should be no professional services 
expenses included in the forecasted test period for Sarbanes-Oxley 
compliance costs? Explain the response. 

b. In light of the Comission's May 3,2006 Order in Case No. 2005-00228, 
explain why the forecasted test period should include professional services 
expenses for annual report design and annual report printing. 

c. Explain in detail why professional services expenses for the shareholder 
meeting, stock surveillance services, and a stock transfer agent should be . . 
included for rate-making purposes. 

d. Refer to Attachment 02-033(c). For each of the vendors listed below, 
describe in detail the services provided to Duke Kentucky by the vendor. 

(1) Corestaff Services - Comensura, page 2 of 6. 

(2) CSC Consulting, Inc., page 2 of 6. 

(3) DBA Direct, Inc., page 2 of 6. 

(4) Deloitte & Touche LLP, page 2 of 6. 

(5) Global Energy Decisions, Inc., page 3 of 6. 

(6) Hewlett-Packard Co., page 3 of 6. 

(7) IBM Corp., page 3 of 6. 

' Case No. 2005-00228, Joint Application of Duke Energy Corporation, Duke Energy 
Holding Corp., Deer Acquisition Corp., Cougar Acquisition Corp., Cinergy Corp., The Cincinnati 
Gas & Electric Company and The Union Light, Heat and Power Company for Approval of a 
Transfer and Acquisition of Control. 



(8) Lucrum, Inc., page 4 of 6. 

(9) Price Waterhouse Coopers LLP, page 4 of 6. 

(10) Robert Half Management, page 5 of 6. 

(1 1) The Wackenhut Corp., page 5 of 6. 

e. Refer to Attachment 02-033(c), page 4 of 6. Explain the professional 
services expenses totaling $3 1,795.01 that were labeled "Not Applicable." 

RIESPONSE: 

a. No. Duke Energy Kentucky stated in its motion to the Commission for a 
finding of compliance with merger commitments nos. 3 and 4, filed April 
61, 2006, that by avoiding push-down accounting it would "avoid 
increased costs to comply with Sarbanes-Oxley Act." Duke Energy 
Kentucky has de-registered with the U.S. Securities and Exchange 
Cornmission ("SEC") and thereby avoided increased Sarbanes-Oxley Act 
costs as represented in the April 6, 2006 letter. Nevertheless, Duke 
Energy Ohio, Cinergy Corp. and Duke Energy Corporation are all 
registered with the SEC and incur Sarbanes-Oxley Act compliance costs, 
some of which are allocated to Duke Energy Kentucky. These costs will 
continue in the future and are properly included in the forecasted test 
period. 

b. The test period should include professional services expenses for annual 
report design and annual report printing because Duke Energy Kentucky is 
a subsidiary of Duke Energy Ohio, Cinergy Corp., and Duke Energy 
Corporation, and it benefits from the annual reports generated by these 
other entities. For example, Duke Energy Kentucky's cost of capital is 
determined, in part, based on data published in these reports. Duke 
Energy Kentucky therefore should properly be allocated an appropriate 
share of these costs. 

c. See response to KyPSC-DR-03-022(b). 

d. See below for the services provided by each vendor. 

(1) Corestaff Services - Comensura, page 2 of 6, provides staffing 
support for various IT projects. 

(2) CSC Consulting, Inc., page 2 of 6, production support for the 
Company's Smallworld system. 

(3) DBA Direct, Inc., page 2 of 6, service fees for network servers. 

(4) Deloitte & Touche LLP, page 2 of 6, audit services. 

( 5 )  Global Energy Decisions, Inc., page 3 of 6, contract labor for the 
Company's PACE system (Phase 9 modifications and 
enhancements). 

(6) Hewlett-Packard Co., page 3 of 6, contract labor for help desk. 



(7) IBM Corp., page 3 of 6, support for the Finance & Accounting 
software system. 

(8) Lucrum, Inc., page 4 of 6, production support for the Company's 
financial system data warehouse. Also provides staffig support 
for various IT projects as needed. 

(9) Price Waterhouse Coopers LLP, page 4 of 6, professional services 
related to Sarbanes-Oxley 404 IT requests. 

(10) Robel% Half Management, page 5 of 6, contract labor for 
management employees in the Tax Department. 

(1 1) The Waclcenhut Corp., page 5 of 6, security guards for generating 
facilities and offices. 

e. Professional services expenses labeled as "Not Applicable" are primarily 
related to un-vouchered liabilities which the company records on a 
quarterly basis. This is done to comply with GAAP which requires that 
costs be reported in the period in which the service is recorded. 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

23. Refer to the response to the Staffs Second Request, Item 34. In the response to 
Item 34(c) Duke Kentucky provided the amounts it has been recording as electric 
operations uncollectible accounts expense annually since 2002, even though Duke 
Kentucky in 2002 began selling the majority of its uncollectible accounts to a 
special purpose entity. However, in Case No. 2005-00042,' Duke Kentucky 
stated that it eliminated uncollectible accounts and had not recorded any expense 
since 2002. In the current proceeding, Duke Kentucky has responded that it does 
not include uncollectible account expense in the forecasted test period because 
since 2002 it sells its monthly accounts receivable balance to a special purpose 
entity, which has the responsibility of any uncollectible expense.2 

a. Explain in detail why Duke Kentucky records uncollectible accounts 
expense for its electric operations but not its gas operations. 

b. Does the amount recorded as electric operations uncollectible accounts 
expense reflect actual accounts that have been determined to be 
uncollectible? If no, explain what this amount reflects. 

c. If Duke Kentucky has not included uncollectible accounts expense in its 
forecasted test period, explain in detail why an uncollectible accounts 
component should be incorporated into the gross-up factor. 

RESPONSE: 

a. Both the electric and gas operations records an expense to its Account 
904002, Loss on Sale of Accounts Receivable for the discount expense 
incurred on the sale of receivables. In Case No. 2005-00042, the 
Company advised the Commission that it was selling its receivables to an 
afiiliated company for a discount. The amounts provided in the response 
to KyPSC-DR-02-034(c) were the costs recorded for this discount 
expense. 

b. No, the amount reflects the discount expense incurred on the sale of 
receivables. The discount expense calculation is based on various factors, 

' Case No. 2005-00042, An Adjustment of the Gas Rates of The Union Light, Heat and Power 
Company, Response to the Commission Staffs Third Data Request dated May 10,2005, Item 45. 

Response to the Staffs Second Request, Item 17(e). 



including the historic amount of actual accounts that have been determined 
to be uncollectible. 

c. Duke Energy Kentucky has included uncollectible accounts expense in its 
forecasted test period. 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

24. Refer to the response to the Staffs Second Request, Item 35(a). Provide copies of 
the proposed tariffs reflecting the amended language referenced in this response. 

RESPONSE: 

See Attachment KyPSC-DR-03-024. 

WITNESS RESPONSIBLE: Jeffrey R. Bailey 



KyPSC Case No. 2006-00172 
Attachment KyPSC-DR-03-024 

Page 1 of 22 
KY.P.S.C. Electric No. 1 
First Revised Sheet No. 69 

Duke Energy Kentucky Cancels and Supersedes 
1697-A Monmouth Street Original Sheet No. 69 
Newport, Kentucky 41 07 

RATE SE 

STREET LIGHTING SERVICE - OVERHEAD EQUIVALENT 

APPLICABILITY 
Applicable to municipal, county, state and Federal governments, including divisions thereof and 
incorporated homeowners associations for the lighting of public streets and roads with Company 
lighting fixtures in underground distribution areas, where the customer elects to make a 
contribution for the installation of the fixture, mounting, pole and secondary wiring to obtain the 
ratelunit for the same size standard fixture (cobra head) in an overhead distribution area. 

Mercury Vapor lighting fixtures will not be installed by the Company after June 1, 2003. As 
currently installed Mercury Vapor fixtures are retired andlor replaced, they may be replaced with 
either Metal Halide or Sodium Vapor fixtures as the customer chooses. 

(N) 

This rate schedule is no longer available after December 31, 2006. Potential lighting customers 
wanting a lighting system installed and maintained by Company can do so via the Outdoor 
Lighting Equipment agreement (OLE). Potential customers should contact a Company account 
representative for further information concerning OLE options. This rate schedule terminates 

rn 
December 31, 2026. Customers currently being provided service under this rate schedule can 
continue being provided service under this rate schedule for the remainina useful life of the 
fa~ilitie-~ or this rate schedule terminates, whichever occurs first. 

TYPE OF SERVICE 
All equipment will be installed, owned and maintained by the Company. All lamps will burn from 
dusk to dawn, approximately 4,160 hours per annum. The Company will endeavor to replace 
burned-out lamps within 48 hours after notification by the customer. The Company does not 
guarantee continuous lighting and shall not be liable to the customer or anyone else for any 
damage, loss or injury due to any cause. 

NET MONTHLY BILL 
The following monthly charge for each lamp with luminaire, controlled automatically, will be 
assessed: 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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NET MONTHLY BILL (Contd.) 
1. Base Rate 

Fixture Description 
Decorative Fixtures 

Mercurv Va~or  
7,000 lumen (Town & Country) 
7,000 lumen (Holophane) 
7,000 lumen (Gas Replica) 
7,000 lumen (Aspen) 

Metal Halide 
14,000 lumen (Traditionaire) 
14,000 lumen (Granville Acorn) 
14,000 lumen (Gas Re~lica) 
Sodium Va~or  
9,500 lumen (Town & Country) 
9,500 lumen (Holophane) 
9,500 lumen (Rectilinear) 
9,500 lumen (Gas Replica) 
9,500 lumen (Aspen) 
9,500 lumen (Traditionaire) 
9,500 lumen (Granville Acorn) 

22,000 lumen (Rectilinear) 
50,000 lumen (Rectilinear) 
50,000 lumen (Setback) 

Lamp Annual 
- kWlUnit kwh Ratelunit Watt - - 

Additional facilities, other than specified above, if required, will be billed at the time of installation. 

2. Base Fuel Cost 
All kilowatt-hours shall be subject to a charge of $0.021619 per kilowatt-hour reflecting the base 
cost of fuel. 

3. Applicable Riders 
The following riders are applicable pursuant to the specific terms contained within each rider: 
Sheet No. 80, Rider FAC, Fuel Adjustment Clause 
Sheet No. 81, Rider MSR-El Merger Savings Credit Rider - Electric 
Sheet No. 83, Rider TCRM, Transmission Cost Recovery Mechanism 

LATE PAYMENT CHARGE 
' Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days 

from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is 
the Net Monthly Bill plus 5%, is due and payable. 

TERM OF SERVICE 
The street lighting units are installed for the life of the unit, terminable on one hundred twenty (120) 
days written notice by either customer or Company subject to Paragraph 4 or 6 under General 
Conditions. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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GENERAL CONDITIONS 
(1) If the customer requires the installation of a unit at a location which requires the extension, 

relocation, or rearrangement of the Company's distribution system, the customer shall, in 
addition to the monthly charge, pay the Company on a time and material basis, plus overhead 
charges, the cost of such extension, relocation, or rearrangement, unless in the judgment of the 
Company no charge should be made. An estimate of the cost will be submitted for approval 
before work is carried out. 

(2) Installation of street lighting units will be predicated on the ability of the Company to obtain, 
without cost to itself or the payment or other consideration, all easements and rights-of-way 
which, in the opinion of the Company, are necessary for the construction, maintenance and 
operation of the street lights, standards, anchors andlor service wires. If such easements and 
rights-of-way cannot be so obtained, the Company shall have no obligation hereunder to install 
such units. 

(3) The time within which the Company will be able to commence or to complete the services to be 
performed is dependent on the Company's ability to secure the materials required, and the 
Company shall not be responsible for failure to install these street light units for such reason. 

(4) If an installed street lighting unit is required to be relocated, removed, or replaced with another 
unit of the same or less rated lamp wattage, the ordering Authority shall pay the Company the 
sacrifice value of the unit, plus labor and overhead charges, unless in the judgment of the 
Company no charge should be made. An estimate of the cost will be submitted for approval 
before work is carried out. 

(5) Lamps and refractors which are maintained by the Company shall be kept in good operating 
condition by and at the expense of the Company. 

In cases of vandalism, the Company will repair the damaged property and the customer shall 
pay for such repair on a time and material basis, plus overhead charges, unless in the judgment 
of the Company no charge should be made. An estimate of the cost will be submitted for 
approval before work is carried out. 

(6) When a street lighting unit reaches end of life or becomes obsolete and parts cannot be 
reasonably obtained, the Company can remove the unit at no expense to the customer after 
notifying the customer. The customer shall be given the opportunity to arrange for another type 
lighting unit provided by the Company. 

(7) The contribution only provides for replacement of these facilities due to occasional damage or 
premature malfunction. It does not cover replacement at end of life. 

SERVICE REGULATIONS 
The supplying of, and billing for, service and all conditions applying thereto, are subject to the 
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations 
currently in effect, as filed with the Kentucky Public Service Commission, as provided by law. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 
- -  

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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W.P.S.C. Electric No. 1 
First Revised Sheet No. 68 

Duke Energy Kentucky Cancels and Supersedes 
1697-A Monmouth Street Original Sheet No. 68 
Newport, Kentucky 41 071 

RATE SC 

STREET LIGHTING SERVICE - CUSTOMER OWNED 

APPLICABILITY 
Applicable to municipal, county, state and Federal governments, including divisions thereof, and 
incorporated homeowner's associations for the lighting of public streets and roads when the total 
investment and installation costs of the fixtures are borne by the customer. The fixture shall be a 
Company approved unit used in overhead and underground distribution areas. 

Mercury Vapor lighting fixtures will not be installed by the Company after June 1, 2003. As currently 
installed Mercury Vapor fixtures are retired andlor replaced, they may be replaced with either Metal m- 
Halide or Sodium Vapor fixtures as the customer chooses. 

This rate schedule is no longer available after December 31, 2006. Potential lighting customers 0\r 
wanting a lighting system installed and maintained by Company can do so via the Outdoor Lighting 
Equipment agreement (OLE). Potential customers should contact a Company account representative 
for further information concerning OLE options. This rate schedule terminates December 31, 2026. 
Customers currently being provided service under this rate schedule can continue being provided 
service under this rate schedule for the remaininn useful life of the f a ~ i l i t i e w ~  
or this rate schedule terminates, whichever occurs first. 

TYPE OF SERVICE 
All equipment will be owned by the customer but may be installed by customer or Company with 
limited maintenance performed by the Company. Limited maintenance includes only fixture cleaning, 
relamping, and glassware and photo cell replacement. All lamps will burn from dusk to dawn, 
approximately 4,160 hours per annum. The Company will endeavor to replace burned-out lamps 
within 48 hours after notification by the customer. The Company does not guarantee continuous 
lighting and shall not be liable to the customer or anyone else for any damage, loss or injury due to any 
cause. 

NET MONTHLY BILL 
The following monthly charge for each lamp with luminaire, controlled automatically, will be assessed: 

Lamp Annual 
1. Base Rate - Watts kWlUnit - kwh Ratelunit 

Fixture Description 
Standard Fixture (Cobra Head) 
Mercury Vapor 

7,000 lumen 175 0.193 803 $2.57 
10,000 lumen 250 0.275 1,144 $3.04 0 
21,000 lumen 400 0.430 1,789 $3.83 

Metal Halide 
14,000 lumen 175 0.193 803 $2.57 
20,500 lumen 250 0.275 1,144 $3.04 (N) 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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Annual Lamp 

Watts - 
400 

1. Base Rate 
36,000 lumen 

Sodium Vapor 
9,500 lumen 

16,000 lumen 
22,000 lumen 
27,500 lumen 
50,000 lumen 

Decorative Fixture 
Mercury Vapor 

7,000 lumen (Holophane) 
7,000 lumen (Town & Country) 
7,000 lumen (Gas Replica) 
7,000 lumen (Aspen) 

Metal Halide 
14,000 lumen (Traditionaire) 
14,000 lumen (Granville Acorn) 
14,000 lumen (Gas Replica) 

Sodium Vapor 
9,500 lumen (Town & Country) 
9,500 lumen (Traditionaire) 
9,500 lumen (Granville Acorn) 
9,500 lumen (Rectilinear) 
9,500 lumen (Aspen) 
9,500 lumen (Holophane) 
9,500 lumen (Gas Replica) 

22,000 lumen (Rectilinear) 
50,000 lumen (Rectilinear) 

Where a street lighting fixture served overhead is to be installed on another utility's pole on which the 
Company does not have a contact, a monthly pole charge will be assessed. 

Pole Description Pole T v ~ e  RatelPole 

Wood 
30 foot 
35 foot 
40 foot 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 



KyPSC Case No. 2006-00172 
Attachment KyPSC-DR-03-024 

Page 6 of 22 
NET MONTHLY BILL (Contd.) 

Customer Owned and Maintained Units 
The rate for energy used for this type street lighting will be $0.034561 per kilowatt-hour which includes 
the base fuel cost rate stated below. The monthly kilowatt-hour usage will be mutually agreed upon 
between the Company and the customer. Where the average monthly usage is less than 150 kwh 
per point of delivery, the customer shall pay the Company, in addition to the monthly charge, the cost 
of providing electric service on the basis of time and material plus overhead charges. An estimate of 
the cost will be submitted for approval before work is carried out. 

2. Base Fuel Cost 
All kilowatt-hours shall be subject to a charge of $0.021619 per kilowatt-hour reflecting the base nl 
cost of fuel. 

3. Applicable Riders 
The following riders are applicable to the specific terms contained within each rider: 
Sheet No. 80, Rider FAC, Fuel Adjustment Clause 
Sheet No. 81, Rider MSR-El Merger Savings Credit Rider - Electric 
Sheet No. 83, Rider TCRM, Transmission Cost Recovery Mechanism 

LATE PAYMENT CHARGE 
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days 
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is 
the Net Monthly Bill plus 5%, is due and payable. 

TERM OF SERVICE 
The street lighting units are installed for the life of the unit, terminable on one hundred twenty (120) 
days written notice by either customer or Company subject to Paragraph 4 or 6 under General 
Conditions. 

GENERAL CONDITIONS 
(1) If the customer requires the installation of a unit at a location which requires the extension, 

relocation, or rearrangement of the Company's distribution system, the customer shall, in 
addition to the monthly charge, pay the Company on a time and material basis, plus overhead 
charges, the cost of such extension, relocation, or rearrangement, unless in the judgment of the 
Company no charge should be made. An estimate of the cost will be submitted for approval 

" before work is carried out. 

(2) Installation of street lighting units will be predicated on the ability of the Company to obtain, 
without cost to itself or the payment or other consideration, all easements and rights-of-way 
which, in the opinion of the Company, are necessary for the construction, maintenance and 
operation of the street lights, standards, anchors andlor service wires. If such easements and 
rights-of-way cannot be so obtained, the Company shall have no obligation hereunder to install 
such units. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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GENERAL CONDITIONS (Contd.) 

(3) The time within which the Company will be able to commence or to complete the services to be 
performed is dependent on the Company's ability to secure the materials required, and the 
Company shall not be responsible for failure to install these street light units for such reason. 

(4) If an installed street lighting unit is required to be relocated, removed, or replaced by the 
Company, the ordering Authority shall pay the Company the cost agreed upon under a separate 
contract. 

(5) Lamps and refractors which are maintained by the Company shall be kept in good operating 
condition by and at the expense of the Company. 

In cases of vandalism, the Company will repair the damaged property and the customer shall 
pay for such repair on a time and material basis, plus overhead charges, unless in the judgment 
of the Company no charge should be made. An estimate of the cost will be submitted for 
approval before work is carried out. 

(6) When a customer owned lighting unit becomes inoperative the cost of repair, replacement or 
removal of the unit will be at the customer's expense. 

(7) All lights installed on an overhead distribution system will be installed by Company under a 
separate contract with customer. 

SERVICE REGULATIONS 
The supplying of, and billing for, service and all conditions applying thereto, are subject to the 
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations 
currently in effect, as filed with the Kentucky Public Service Commission, as provided by law. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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Duke Energy Kentucky 
1697-A Monmouth Street 
New~ort. Kentuckv 41 071 

W.P.S.C. Electric No. 1 
First Revised Sheet No. 67 
Cancels and Supersedes 
Original Sheet No. 67 

RATE NSP 

PRIVATE OUTDOOR LIGHTING FOR NONSTANDARD UNITS 

APPLICABILITY 
Applicable to service for outdoor lighting on private property with Company-owned lighting fixtures in 
the Company's entire territory where secondary distribution lines are adjacent to the premise to be 
served. Not applicable to service for lighting of dedicated or undedicated public thoroughfares. 

Mercury Vapor lighting fixtures will not be installed by the Company after June 1, 2003. As currently 
installed Mercury Vapor fixtures are retired andlor replaced, they may be replaced with either Metal OY) 
Halide or Sodium Vapor fixtures as the customer chooses. 

This rate schedule is no longer available after December 31, 2006. Potential lighting customers 
wanting a lighting system installed and maintained by Company can do so via the Outdoor Lighting 
Equipment agreement (OLE). Potential customers should contact a Company account representative (N) for further information concerning OLE options. This rate schedule terminates December 31, 2016. 
Customers currently being provided service under this rate schedule can continue being provided 
service under this rate schedule for the remainina useful life of the fa~ilitie-~ 
or this rate schedule terminates, whichever occurs first. 

TYPE OF SERVICE 
All equipment will be installed, owned and maintained by the Company on rights-of-way provided by 
the customer. The Company will perform maintenance only during regularly scheduled working hours 
and will endeavor to replace burned-out lamps within 48 hours after notification by the customer. The 
Company does not guarantee continuous lighting and shall not be liable to the customer or anyone 
else for damage, loss or injury resulting from any interruption in such lighting due to any cause. All 
lamps will burn from dusk to dawn, approximately 4,160 hours per annum. 

NET MONTHLY BILL 
1. Base Rate 

A. Private outdoor lighting units: 

The following monthly charge will be assessed for existing facilities, but this unit will not be 
available to any new customers after May 15, 1973: 

Lamp Annual 
Watt kWlUnit kwh - Ratelunit 

2,500 lumen Mercury, Open Refractor ... ,.. ... .. 100 0.115 478 $6.71 0 
2,500 lumen Mercury, Enclosed Refractor.. . . . . 100 0.115 478 $9.53 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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NET MONTHLY BILL (Contd.) 
B. Outdoor lighting units served in underground residential distribution areas: 

Page 9 of 22 

The following monthly charge will be assessed for existing fixtures which include lamp and 
luminaire, controlled automatically, with an underground service wire not to exceed 35 feet from 
the service point, but these units will not be available to new customers after May 5, 1992: 

Lamp Annual 
Watt kWlUnit kwh - RatelUnit 

7,000 lumens Kercury, Mounted on a 
17-foot Fiberglass Pole . . . . . . . . . . . . . . . .  175 0.205 853 $12.59 

7,000 lumen Mercury, Mounted on a 
. . . . . . . .  17-foot Wood Laminated Pole (a). 175 0.205 853 $12.59 0 

7,000 lumen Mercury, Mounted on a 
. . . . . . . . . . . . . . . . . . . . .  30-foot Wood Pole. 175 0.205 853 $1 1.51 

9,500 lumen Sodium Vapor, TC 100 R. ...... 100 0.117 487 $10.04 

(a) Note: New or replacement poles are not available. 
C. Flood lighting units served in overhead distribution areas: 

The following monthly charge will be assessed for each existing fixture, which includes lamp and 
luminaire, controlled automatically, mounted on a utility pole, as specified by the Company, with a 
span of wire not to exceed 120 feet, but these units will not be available after May 5, 1992: 

Lamp Annual 
kW1Fixture j@& Ratelunit 

52,000 lumen Mercury (35-foot Wood Pole) . . 1,000 1.102 4,584 $18.94 
52,000 lumen Mercury (50-foot Wood Pole) . . 1,000 1.102 4,584 $22.48 
50,000 lumen Sodium Vapor. . . . . . . . . . . . . .  400 0.471 1,959 $15.56 

0 

2. Base Fuel Cost 
All kilowatt-hours shall be subject to a charge of $0.021619 per kilowatt-hour reflecting the base 0 
cost of fuel. 

3. Applicable Riders 
The following riders are applicable to the specific terms contained within each rider: 
Sheet No. 80, Rider FAC, Fuel Adjustment Clause 
Sheet No. 81, Rider MSR-El Merger Savings Credit Rider - Electric 
Sheet No. 83, Rider TCRM, Transmission Cost Recovery Mechanism 

LATE PAYMENT CHARGE 
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days 
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is 
the Net Monthly Bill plus 5%, is due and payable. 

TERM OF SERVICE 
Three (3) years, terminable thereafter on ten (10) days written notice by either customer or Company. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
001 72. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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GENERAL CONDITIONS 

1. In cases of repeated vandalism, the Company at its option will repair or remove its damaged 
equipment and the customer shall pay for repairs on a time and material basis, plus overhead 
charges. If the equipment is removed the customer will be billed for the unexpired term of the 
contract. 

2. If any Company owned lighting unit is required to be relocated, removed or replaced with another 
unit of the same or lower lamp wattage, the customer ordering this shall pay the Company the 
sacrifice value of the unit, plus labor and overhead charges, unless in the judgment of the 
Company no charges should be made. An estimate of the cost will be submitted for customer 
approval before work is carried out. 

3. When a lighting unit reaches end of life or becomes obsolete and parts cannot be reasonably 
obtained, the Company can remove the unit at no expense to the customer after notifying the 
customer. The customer shall be given the opportunity to arrange for another type lighting unit 
provided by the Company. 

SERVICE REGULATIONS 
The supplying of, and billing for, service and all conditions applying thereto, are subject to the 
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations 
currently in effect, as filed with the Kentucky Public Senrice Commission, as provided by law. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006- 
00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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KY.P.S.C. Electric No. 1 
First Revised Sheet No. 66 

Duke Energy Kentucky Cancels and Supersedes 
1697-A Monmouth Street Original Sheet No. 66 
Newport, Kentucky 41071 

RATE NSU 

STREET LIGHTING SERVICE 
NON-STANDARD UNITS 

APPLICABILITY 
Applicable to municipal, county, state and Federal governments, including divisions thereof, hereinafter 
referred to as customer for the lighting of public streets and roads with existing Company and Customer 
owned lighting fixtures. This service is not available for units installed after January 1, 1985. 

Mercury Vapor lighting fixtures will not be installed by the Company after June 1, 2003. As currently 
installed Mercury Vapor fixtures are retired andlor replaced, they may be replaced with either Metal Halide 0 
or Sodium Vapor fixtures as the customer chooses. 

This rate schedule is no longer available after December 31, 2006. Potential lighting customers wanting a 
lighting system installed and maintained by Company can do so via the Outdoor Lighting Equipment 
agreement (OLE). Potential customers should contact a Company account representative for further 0 
information concerning OLE options. This rate schedule terminates December 31, 2026. Customers 
currently being provided service under this rate schedule can continue being provided service under this 
rate schedule for the remainincr useful life of the f a ~ i l i t i e w ~  or this rate schedule 
terminates, whichever occurs first. 

TYPE OF SERVICE 
All equipment owned by the Company will be maintained by the Company. All lamps will burn from dusk 
to dawn, approximately 4,160 hours per annum. The Company will endeavor to replace burned-out lamps 
maintained by the Company within 48 hours after notification by the customer. The Company does not 
guarantee continuous lighting or electric service and shall not be liable to the customer or anyone else for 
any damage, loss or injury due to any cause. 

NET MONTHLY BILL 
The following monthly charge for each unit with lamp and luminaire, controlled automatically, will be 
assessed. 

1. Base Rate 

A. Company owned 

Lamp Annual 
Watt - - kWlUnit - kwh Ratelunit 

1. Boulevard units served underground 
a. 2,500 lumen Incandescent - Series 148 0.148 616 $7.84 
b. 2,500 lumen Incandescent - Multiple 189 0.189 786 $5.46 fl) 

2. Holophane Decorative fixture on 17 foot 
fiberglass pole served underground with 
direct buried cable 
a. 10,000 lumen Mercury Vapor 250 0,292 1,215 $14.07 

Issued bv authoritv of an Order of the Kentuckv Public Service Commission dated in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 
Issued by Sandra P. Meyer, President 
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NET MONTHLY BILL (Contd.) 
The cable span charge of $0.75 per each increment of 25 feet of secondary wiring shall be added to 
the Ratelunit charge for each increment of secondary wiring beyond the first 25 feet from the pole base. 0 

Lamp Annual 
kwh RatelUnit Watt kWlUnit 

3. Street light units served overhead distribution 
a. 2,500 lumen Incandescent 1 89 0.189 786 $ 5.40 
b. 2,500 lumen Mercury Vapor 100 0.109 453 $5.69 
c. 21,000 lumen Mercury Vapor 400 0.460 1,914 $6.63 

B. Customer owned 

Lamp Annual 
Watt kWlUnit kwh Ratelunit 

1. Steel boulevard units served underground with 
limited maintenance by Company 
a. 2,500 lumen Incandescent - Series 148 0.148 616 $4.12 
b. 2,500 lumen Incandescent - Multiple 189 0.189 786 $5.23 0 

2. Base Fuel Cost 
All kilowatt-hours shall be subject to a charge of $0.021619 per kilowatt-hour reflecting the base cost of 
fuel. 

3. Applicable Riders 
The following riders are applicable pursuant to the specific terms contained within each rider: 
Sheet No. 80, Rider FAC, Fuel Adjustment Clause 
Sheet No. 81, Rider MSR-E, Merger Savings Credit Rider - Electric 
Sheet No. 83, Rider TCRM, Transmission Cost Recovery Mechanism 

LATE PAYMENT CHARGE 
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days 
from" the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is the 
Net Monthly Bill plus 5%, is due and payable. 

TERM OF SERVICE 
The street lighting units are installed for the life of the unit, terminable on one hundred twenty (120) days 
written notice by either customer or Company subject to Paragraph 1 or 3 under General Conditions. 

GENERAL CONDITIONS 
(1) If an installed street lighting unit is required to be relocated, removed, or replaced with another unit of 

the same or less rated lamp wattage, the ordering Authority shall pay the Company the sacrifice value 
of the unit, plus labor and overhead charges, unless in the judgment of the Company no charge 
should be made. An estimate of the cost will be submitted for approval before work is carried out. 

(2) Lamps and refractors which are maintained by the Company shall be kept in good operating condition 
by, and at the expense of, the Company. 

GENERAL CONDITIONS (Contd.) 
In case of vandalism, the Company will repair the damaged property and the customer shall pay for 
such repair on a time and material basis, plus overhead charges, unless in the judgment of the 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 
Issued by Sandra P. Meyer, President 
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Company no charge should be made. An estimate of the cost will be submitted for approval before 
work is carried out. 

(3) When a Company owned street lighting unit reaches end of life or becomes obsolete and parts 
cannot be reasonably obtained, the Company can remove the unit at no expense to the customer 
after notifying the customer. The customer shall be given the opportunity to arrange for another type 
lighting unit provided by the Company. 

(4) When a customer owned lighting unit becomes inoperative, the cost of repair or replacement of the 
unit will be at the customer's expense. The replacement unit shall be an approved Company fixture. 

(5) Limited maintenance by the Company includes only fixture cleaning, relamping, and glassware and 
photo cell replacement. 

SERVICE REGULATIONS 
The supplying of, and billing for, service and all conditions applying thereto, are subject to the jurisdiction 
of the Kentucky Public Service Commission, and to Company's Service Regulations currently in effect, as 
tiled with the Kentucky Public Service Commission, as provided by law. 

lssued by authority of an Order of the Kentucky Public Service Commission dated in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 
lssued by Sandra P. Meyer, President 
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KY.P.S.C. Electric No. 1 
First Revised Sheet No. 65 
Cancels and Supersedes 
Original Sheet No. 65 

RATE OL 

OUTDOOR LIGHTING SERVICE 

APPLICABILITY 
Applicable for outdoor lighting services on private property with Company owned fixtures in the 
Company's entire service area where secondary distribution lines are adjacent to the premises to be 
served. Not applicable for lighting public roadways which are dedicated, or anticipated to be 
dedicated, except to meet the occasional singular need of a customer who has obtained written 
approval from the proper governmental authority. 

Mercury Vapor lighting fixtures will not be installed by the Company after June 1, 2003. As currently 
installed Mercury Vapor fixtures are retired and/or replaced, they may be replaced with either Metal (N) 
Halide or Sodium Vapor fixtures as the customer chooses. 

This rate schedule is no longer available after December 31, 2006. Potential lighting customers (N) 
wanting a lighting system installed and maintained by Company can do so via the Outdoor Lighting 
Equipment agreement (OLE). Potential customers should contact a Company account representative 
for further information concerning OLE options. This rate schedule terminates December 31, 2016. 
Customers currently being provided service under this rate schedule can continue being provided 
service under this rate schedule for the remainina useful life of the facilities-& 
or this rate schedule terminates, whichever occurs first. 

TYPE OF SERVICE 
All equipment will be installed, owned and maintained by the Company on rights-of-ways provided by 
the customer. The Company will perform maintenance only during regularly scheduled working hours 
and will endeavor to replace burned-out lamps within 48 hours after notification by the customer. The 
Company does not guarantee continuous lighting and shall not be liable to the customer or anyone 
else for damage, loss or injury resulting from any interruption in such lighting due to any cause. All 
lamps will burn from dusk to dawn, approximately 4,160 hours per annum. 

NET MONTHLY BILL 

1. Base Rate 

A. Private outdoor lighting units: 

The following monthly charge for each fixture, which includes lamp and luminaire, controlled 
automatically, mounted on a utility pole, as specified by the Company, with a maximum mast 
arm of 10 feet for overhead units will be assessed: 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No 2006- 
00172. 
Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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NET MONTHLY BILL (Contd.) 

kW1 
Luminaire 

Annual 
kwh 

Lamp 
Watts - 

Standard Fixtures (Cobra Head) 
Mercury Vapor 
7,000 lumen (Open Refractor) 
7,000 lumen 

10,000 lumen 
21,000 lumen 

Metal Halide 
14,000 lumen 
20,500 lumen 
36,000 lumen 

Sodium Vapor 
9,500 lumen (Open Refractor) 
9,500 lumen 
16,000 lumen 
22,000 lumen 
27,500 lumen 
50,000 lumen 

Decorative Fixtures (a) 
Mercury Vapor 

7,000 lumen (Town & Country) 
7,000 lumen (Holophane) 
7,000 lumen (Gas Replica) 
7,000 lumen (Aspen) 

Metal Halide 
14,000 lumen (Traditionaire) 
14,000 lumen (Granville Acorn) 
14,000 lumen (Gas Replica) 

Sodium Vapor 
9,500 lumen (Town & Country) 
9,500 lumen (Holophane) 
9,500 lumen (Rectilinear) 
9,500 lumen (Gas Replica) 
9,500 lumen (Aspen) 
9,500 lumen (Traditionaire) 
9,500 lumen (Granville Acorn) 
22,000 lumen (Rectilinear) 
50,000 lumen (Rectilinear) 
50,000 lumen (Setback) 

(I) 

(a) When requesting installation of a decorative unit, the customer may elect to make an additional 
contribution to obtain the monthly rate per unit charge for the same size standard (cobra head) 
outdoor lighting fixture. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No 2006- 
00172. 
Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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NET MONTHLY BILL (Contd.) 

B. Flood lighting units served in overhead distribution areas (FL): 

The following monthly charge for each fixture, which includes lamp and luminaire, controlled 
automatically, mounted on a utility pole, as specified by the Company, will be assessed: 

Mercury Vapor 
21,000 lumen 

Metal Halide 
20,500 lumen 
36,000 lumen 

Sodium Vapor 
22,000 lumen 
30,000 lumen 
50,000 lumen 

Lamp 
Watts 

400 

250 
400 

200 
250 
400 

kW1 
Luminaire 

0.460 

0.307 
0.460 

0.246 
0.312 
0.480 

Annual 
kwh - Ratelunit 

1,914 $12.65 0 

1,215 $10.39 OV) 
1,914 $12.65 

1,023 $10.13 
1,023 $10.13 (N) 
1,997 $11.11 

Additional facilities, if needed will be billed at the time of installation. 

2. Base Fuel Cost 
All kilowatt-hour shall be subject to a charge of $0.021619 per kilowatt-hour reflecting the base (I) 
cost of fuel. 

3. Applicable Riders 
The following riders are applicable pursuant to the specific terms contained within each rider: 

0) 
Sheet No. 80, Rider FAC, Fuel Adjustment Clause 

(C) 

Sheet No. 81, Rider MSR-El Merger Savings Credit Rider - Electric 
Sheet No. 83, Rider TCRM, Transmission Cost Recovery Mechanism OV) 

LATE PAYMENT CHARGE 
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days 
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is 
the Net Monthly Bill plus 5%, is due and payable. 

GENERAL CONDITIONS 
1. In cases of repeated vandalism, the Company at its option will repair or remove its damaged 

equipment and the customer shall pay for repairs on a time and material basis, plus overhead 
charges. If the equipment is removed the customer will be billed for the unexpired term of the 
contract. 

2. If the customer requires the extension, relocation or rearrangement of the Company's system, the 
customer will pay, in addition to the monthly charge, the Company on a time and materials basis, 
plus overhead charges, for such extension, relocation or rearrangement unless in the judgment of 
the Company no charge should be made. An estimate of the cost will be submitted for customer 
approval before work is carried out. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No 2006- 
00172. 
Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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GENERAL CONDITIONS (Contd.) 
3. If any Company owned lighting unit is required to be relocated, removed or replaced with 

another unit of the same or lower lamp wattage, the customer ordering this shall pay the 
Company the sacrifice value of the unit, plus labor and overhead charges, unless in the 
judgment of the Company no charges should be made. An estimate of the cost will be 
submitted for customer approval before work is carried out. 

4. Installation of lighting units will be predicated on the ability of the Company to obtain, without 
cost to itself or the payment or consideration, all easements and rights-of-way which, in the 
opinion of the Company, are necessary for the construction, maintenance and operation of the 
lights, standards, anchors andlor service wires. If such easements and rights-of-way cannot be 
so obtained, the Company shall have no obligation hereunder to install such units. 

5. The time within which the Company will be able to commence or to complete the services to be 
performed is dependent on the Company's ability to secure the materials required, and the 
Company shall not be responsible for failure to install these light units for such reason. 

6. When a lighting unit reaches end of life or becomes obsolete and parts cannot be reasonably 
obtained, the Company can remove the unit at no expense to the customer after notifying the 
customer. The customer shall be given the opportunity to arrange for another type lighting unit 
provided by the Company. 

TERM OF SERVICE 
Three (3) years for a new andlor succeeding customer until the initial period is fulfilled. The service is 
terminable thereafter on ten (10) days written notice by the customer or the Company. 

At the Company's option, a longer contract may be required for large installations. 

SERVICE REGULATIONS 
The supplying of, and billing for, service and all conditions applying thereto, are subject to the 
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations, 
currently in effect, as filed with the Kentucky Public Service Commission, as provided by law. 

Issued by authority of an Order of the Kentucky Public Service Commission dated in Case No 2006- 
001 72. - -  

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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W.P.S.C. Electric No. 1 
First Revised Sheet No. 60 

Duke Energy Kentucky Cancels and Supersedes 
16976 Monmouth Street Original Sheet No. 60 
Newport, Kentucky 41 071 

RATE SL 

STREET LIGHTING SERVICE 

APPLICABILITY 
Applicable to municipal, county, state and Federal governments, including divisions thereof, and 
incorporated homeowners associations, for the lighting of public streets and roads with Company- 
owned lighting fixtures. 

Mercury Vapor lighting fixtures will not be installed by the Company after June 1, 2003. As currently 
installed Mercury Vapor fixtures are retired andlor replaced, they may be replaced with either Metal (N) 
Halide or Sodium Vapor fixtures as the customer chooses. 

This rate schedule is no longer available after December 31, 2006. Potential lighting customers (N) 
wanting a lighting system installed and maintained by Company can do so via the Outdoor Lighting 
Equipment agreement (OLE). Potential customers should contact a Company account representative 
for further information concerning OLE options. This rate schedule terminates December 31, 2026. 
Customers currently being provided service under this rate schedule can continue being provided 
service under this rate schedule for the remainina useful life of the facilities -a 
or this rate schedule terminates, whichever occurs first. 

TYPE OF SERVICE 
All equipment owned by the Company will be installed and maintained by the Company. All lamps will 
bum from dusk to dawn, approximately 4,160 hours per annum. The Company will endeavor to 
replace burned-out lamps within 48 hours after notification by the customer. The Company does not 
guarantee continuous lighting or electric service and shall not be liable to the customer or anyone else 
for any damage, loss or injury due to any cause. 

NET MONTHLY BILL 
The following monthly charge for each unit with lamp and lurninaire, controlled automatically, will be 
assessed: 

Issued by authority of an Order of the Kentucky Public Service Commission dated 
in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 
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NET MONTHLY BILL (Contd.) 

1. Base Rate 

OVERHEAD DISTRIBUTION AREA 
Fixture Description 
Standard Fixture (Cobra Head) 

Mercury Vapor 
7,000 lumen 
7,000 lumen (Opet~ Xsfractor) 
10,000 lumen 
21,000 lumen 

Metal Halide 
14,000 lumen 
20,500 lumen 
36,000 lumen 

Sodium Vapor 
9,500 lumen 
9,500 lumen (Open Refractor) 
16,000 lumen 
22,000 lumen 
27,500 lumen 
50,000 lumen 

Decorative Fixtures 
Sodium Vapor 

9,500 lumen (Rectilinear) 
22,000 lumen (Rectilinear) 
50,000 lumen (Rectilinear) 
50,000 lumen (Setback) 

Lamp 
Watt - 

Annual 
kwh Ratelunit 

487 $6.84 
487 $4.89 (I) 
711 $7.08 
948 $9.16 
948 $9.16 (N) 

1,959 $10.95 

Where a street lighting fixture served overhead is to be installed on another utility's pole on which the 
Company does not have a contact, a monthly pole charge will be assessed. 

Spans of Secondary Wiring: 
For each increment of 50 feet of secondary wiring beyond the first 150 feet from the pole, the 
following price per month shall be added to the price per month per street lighting unit: $0.52. 0 

Issued by authority of an Order of the Kentucky Public Service Commission dated 
in Case No. 2006-00172. 
- - 

Issued: June 16,2006 Effective: July 6, 2006 
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NET MONTHLY BILL (Contd.) 

Lamp 
Watt - 

Annual 
kwh UNDERGROUND DISTRIBUTION AREA 

Fixture Description 
Standard Fixture (Cobra Head) 

Mercury Vapor 
7,000 lumen 
7,000 lumen (Open Refractor) 
10,000 lumen 
21,000 lumen 

Metal Halide 
14,000 lumen 
20,500 lumen 
36,000 lumen 

Sodium Vapor 
9,500 lumen 
9,500 lumen (Open Refractor) 
16,000 lumen 
22,000 lumen 
50,000 lumen 

Decorative Fixtures 
Mercury Vapor 

7,000 lumen (Town & Country) 
7,000 lumen (Holophane) 
7,000 lumen (Gas Replica) 
7,000 lumen (Granville) 
7,000 lumen (Aspen) 

Metal Halide 
14,000 lumen (Traditionaire) 
14,000 lumen (Granville Acorn) 
14,000 lumen (Gas Repica) 

Sodium Vapor 
9,500 lumen (Town & Country) 
9,500 lumen (Holophane) 
9,500 lumen (Rectilinear) 
9,500 lumen (Gas Replica) 
9,500 lumen (Aspen) 
9,500 lumen (Traditionaire) 
9,500 lumen (Granville Acorn) 
22,000 lumen (Rectilinear) 
50,000 lumen (Rectilinear) 
50,000 lumen (Setback) 

Issued by authority of an Order of the Kentucky Public Service Commission dated 
in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 



KyPSC Case No. 2006-00172 
Attachment KyPSC-DR-03-024 

Page 21 of 22 
NET MONTHLY BILL (Contd.) 

POLE CHARGES 
Pole Description 
Wood 

17 foot (Wood Laminated) (a) 
30 foot 
35 foot 
40 foot 

Aluminum 
12 foot (decorative) 
28 foot 
28 foot (heavy duty) 
30 foot (anchor base) 

Fiberglass 
17 foot 
12 foot (decorative) 
30 foot (bronze) 
35 foot (bronze) 

Steel 
27 foot (1 1 gauge) 
27 foot (3 gauge) 

Pole T V D ~  

Spans of Secondary Wiring: 
For each increment of 25 feet of secondary wiring beyond the first 25 feet from the pole, the 
following price per month shall be added to the price per month per street lighting unit: $0.75. 

Additional facilities, other than specified above, if required, will be billed at the time of installation. 

(a) Note: New or replacement poles no longer available. 

2. Base Fuel Cost 
All kilowatt-hours shall be subject to a charge of $0.021619 per kilowatt-hour reflecting the base cost of 
fuel. 

3. Applicable Riders . The following riders are applicable pursuant to the specific terms contained within 
each rider: 
Sheet No. 80, Rider FAC, Fuel Adjustment Clause 
Sheet No. 81, Rider MSR-E, Merger Savings Credit Rider - Electric 
Sheet No. 83, Rider TCRM, Transmission Cost Recovery Mechanism 

LATE PAYMENT CHARGE 
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days 
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly Bill, which is the 
Net Monthly Bill plus 5%, is due and payable. 

TERM OF SERVICE 
The street lighting units are installed for the life of the unit, and then its terminable on one hundred twenty 
(120) days written notice by either customer or Company subject to Paragraph 4 or 6 under General 
Conditions. 

Issued by authority of an Order of the Kentucky Public Service Commission dated 
in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 

(I) 
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GENERAL CONDITIONS 

(1) If the customer requires the installation of a unit at a location which requires the extension, relocation, 
or rearrangement of the Company's distribution system, the customer shall, in addition to the monthly 
charge, pay the Company on a time and material basis, plus overhead charges, the cost of such 
extension, relocation, or rearrangement, unless in the judgment of the Company no charge should be 
made. An estimate of the cost will be submitted for approval before work is carried out. 

(2) Installation of street lighting units will be predicated on the ability of the Company to obtain, without 
cost to itself or the payment or other consideration, all easements and rights-of-way which, in the 
opinion of the Company, are necessary for the construction, maintenance and operation of the street 
lights, standards, anchors andlor service wires. If such easements and rights-of-way cannot be so 
obtained, the Company shall have no obligation hereunder to install such units. 

(3) The time within which the Company will be able to commence or to complete the services to be 
performed is dependent on the Company's ability to secure the materials required, and the Company 
shall not be responsible for failure to install these street light units for such reason. 

(4) If an installed street lighting unit is required to be relocated, removed, or replaced with another unit of 
the same or less rated lamp wattage, the ordering Authority shall pay the Company the sacrifice 
value of the unit, plus labor and overhead charges, unless in the judgment of the Company no charge 
should be made. An estimate of the cost will be submitted for approval before work is carried out. 

(5) Lamps and refractors which are maintained by the Company shall be kept in good operating 
condition by and at the expense of the Company. 

In cases of vandalism, the Company will repair the damaged property and the customer shall pay for 
such repair on a time and material basis, plus overhead charges, unless in the judgment of the 
Company no charge should be made. An estimate of the cost will be submitted for approval before 
work is carried out. 

(6) When a street lighting unit reaches end of life or becomes obsolete and parts cannot be reasonably 
obtained, the Company can remove the unit at no expense to the customer after notifying the 
customer. The customer shall be given the opportunity to arrange for another type lighting unit 
provided by the Company. 

SERVICE REGULATIONS 
The supplying of, and billing for, service and all conditions applying thereto, are subject to the jurisdiction 
of the Kentucky Public Service Commission, and to Company's Service Regulations currently in effect, as 
filed with the Kentucky Public Service Commission, as provided by law. 

Issued by authority of an Order of the Kentucky Public Service Commission dated 
in Case No. 2006-00172. 

Issued: June 16,2006 Effective: July 6, 2006 

Issued by Sandra P. Meyer, President 



KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

25. Refer to the response to the Staffs Second Request, Items 36(b)(l) and 37(a). In 
Item 37(a) Duke Kentucky was requested to provide a forecast that does not 
reflect any weather normalization of its electric load. In Item 36(b)(l), Duke 
Kentucky was requested to provide revised Schedules M, M-2.1, M-2.2, and M- 
2.3 electronically on a CD-ROM for which billing determinants had not been 
normalized for weather. Duke Kentucky responded to Item 37(a) stating, 

When preparing a forecast, some assumptions must be 
made about projected sales. In effect, this makes some 
form of "weather normalization" an inherent part of any 
forecast. Accordingly, we are not clear what data is being 
requested. 

In Case No. 1991-00370,' the Commission rejected Duke Kentucky's proposed weather 
normalization adjustment. Further, the Commission has not previously approved a 
weather normalization adjustment for an electric 

The actual portion of the base period and the final base period  orm mat ion due to 
be filed with the Commission on October 16, 2006 will not reflect weather normalized 
data. The base period is utilized to assist in the determination that the forecasted test 
period is reasonable. 

In the response to the StafPs Second Request, Item 50(c), Duke Kentucky states 
that weather is measured in terms of heating and cooling degree days, and the models 
estimate a coeficient for degree days which determines the impact of weather on electric 
sales. The explanation of the forecast methodology in Attachment 02-050(c), pages 8 
through 11 of 17, appears to indicate that the weather component could be isolated and 
removed from the sales. Consequently, it would appear that the effects of weather can be 
eliminated from the forecast of projected sales. 

a. Given this clarification, provide by October 16, 2006 a forecast to 
determine Duke Kentucky's revenue requirements utilizing a forecasted 
test period that does not reflect any weather normalization of Duke 
Kentucky's electric load (i.e., assume that the weather during the forecast 

' Case No. 1991-00370, Application of The Union Light, Heat and Power Company to 
Adjust Electric Rates. 

See Case No. 10064, Adjustment of Gas and Electric Rates of Louisville Gas and 
Electric cGpany,  final Order dated July 1, 1988; page 35 of that Order lists three other cases 
where electric weather normalization adjustments have been rejected. 



test period is the same as was experienced during the historic base period). 
Provide all calculations, workpapers, and assumptions used in determining 
the revenue requirement. 

b. Based upon the results in part (a), provide revised Schedules M, M-2.1, 
M-2.2, and M-2.3 electronically on a CD-ROM for which billing 
determinants have not been normalized for weather. 

RESPONSE: 

The requested information will be provided with the final base period information on 
October 16,2006. 

WITNESS RESPONSIBLE: Jeffkey R. Bailey 
Dr. Richard G. Stevie 
William Don Wathen, Jr. 
Paul F. Ochsner 



KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

26. The actual results for the estimated months of the base period are to be filed by 
Duke Kentucky by October 16, 2006. The following additional information is 
requested to be filed on October 16,2006: 

a. Provide a narrative explanation of the effect of determining the revenue 
requirement using the actual sales data from the base period as filed on 
October 16, 2006 rather than the weather normalized sales utilized by 
Duke Kentucky in the forecasted test period. 

b. If the resulting revenue requirement varies significantly from Duke 
Kentucky's original proposal, provide a 111 cost-of-service study based 
upon the actual sales data for the base period. As used in this request, 
"varies significantly" means a change of plus or minus 10 percent. 

c. Provide revised Schedules M, M-2.1, M-2.2, and M-2.3 electronically on a 
CD-ROM, with all formulas intact, reflecting the actual sales data for the 
base period. If a cost-of-service study is prepared in response to part (b), 
reflect the results of that cost-of-service study in the revised schedules. 

RESPONSE: 

The requested information will be provided on October 16, 2006. For KyPSC-DR-03- 
026(b) and (c), the requested information will be provided if the criteria in KyPSC-DR- 
03-026(b) is met. 

WITNESS RESPONSIBLE: Jeffrey R. Bailey 
William Don Wathen, Jr. 
Paul F. Ochsner 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

27. Refer to the response to the StafYs Second Request, Item 40. 

a. Based upon the response, explain why it is reasonable for the jurisdictional 
rate base ratio to reflect the impacts of the AM1 while the forecasted test 
period does not. 

b. Provide a determination of the jurisdictional rate base ratio without the 
impact of the AMI. Include all calculations, workpapers, and assumptions 
used in the determination. 

RESPONSE: 

a. As discussed in the response to KyPSC-DR-02-040, the development of 
the forecast used to develop the forecasted test period data, including the 
projected capital expenditures, pre-dated approval of the AM1 program. In 
order to reasonably incorporate the impact of the program on Duke Energy 
Keritucky's revenue requirement, it was necessary to estimate the impact 
on jurisdictional rate base ratio as reflected in Attachment WDW-4. This 
methodology is intended to simulate the impact on the jurisdictional ratio 
that would have resulted had the program's cost been included in the . , 
underlying forecasted test period data used in the case. 

b. See lines 1 - 4 of Attachment WDW-4 and Schedule WPA-ld. 

WITNESS RESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

28. Refer to the response to the Staffs Second Request, Item 42. The narrative 
response does not clearly identify the differences or similarities between the 
approved Duke Ohio Transmission Cost Recovery Rider ("Rider TCR") and the 
proposed Duke Kentucky Rider TCR. Provide a side-by-side comparison of the 
Rider TCR approved by the Ohio Public Utilities Commission for Duke Ohio 
with the Rider TCR proposed by Duke Kentucky. 

RESPONSE: 

See Attachment KyPSC-DR-03-028. 

WITNESS RESPONSIBLE: Paul K. Jett 
William Don Wathen, Jr. 



KyPSC Case No. 2006-00172 
Attachment KyPSC-DR-03-028 

Page 1 of 1 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

29. Refer to the response to the Staffs Second Request, Item 45(c)(2). Duke 
Kentucky responded that it would provide the results of the competitive bidding 
process to the Commission when the bid analysis is completed. Indicate the status 
of the competitive bidding process, the number of respondents to the request for 
proposals, and the date when Duke Kentucky anticipates filing the results of the 
competitive bidding process with the Commission. 

Duke Energy Kentucky retained Burns & McDonnell to oversee the competitive bidding 
process. Mr. H. Davis Ege of Burns & McDonnell testified in Case No. 2003-00252 in 
support of the Plant transfer. Further background on Burns & McDonnell is available at 
their website at www.burnsrncd.com. 

Duke Energy Kentucky issued a Request for Proposals ("RFP") through Burns & 
McDonnell on May 31, 2006. A copy of the RFP is at Attachment KyPSC-DR-0.3- 
029(a). The RFP was publicized in various ways, including advertising in Platt7s 
Megawatt Daily. A copy of the advertisement is at Attachment KyPSC-DR-03-029(b). 

As more fully described in Section 2.6.1 of the RFP, Duke Energy Kentucky sought bids 
for the following types of supply options: ( I )  a back-up energy supply contract for 
outages at East Bend and/or Miami Fort 6, with pricing tenns similar to the Back-up PSA 
in Case No. 2003-00252; (2) a back-up energy supply contract for outages at East Bend 
and/or Miami Fort 6, with a fixed energy price; (3) a reliability exchange contract for 
East Bend and/or Miami Fort 6; and (4) intermediate and peaker daily call products. The 
RFP seeks supply options to take effect on January 1, 2007, for various durations of time, 
up to 15 years. 

The RFP required potential bidders to file a notice of intent to bid by June 14, 2006. 
Attachment KyPSC-DR-03-029(c) is a list of th companies that submitted notice of 
intent to bid. bidders actually submitted n response to the RFP. Burns & 
McDonnell performed an initial screening and evaluation of the bids, then subrnitted a 
"short list" of recommended s ~ ~ p p l y  options to Duke Energy Kentucky, withorlt 
identifying the names of the bidders. Burns & McDonnell el 

Attachment KyPSC-DR-03-029(d) is a 



Duke Energy Kentucky and Burns & McDonnell are currently jointly evaluating these 
supply options to develop a least cost back-up supply plan. Duke Energy Kentucky 
expects that the bid evaluation process will be completed by late August. After this 
evaluation process is completed, Duke Energy Kentucky may enter into contract 
negotiations with one or more of the bidders for back-up power supply. Duke Energy 
Kentucky will keep the Commission and intervenors informed of the progress of its 
efforts to procure back-up supply. 

WITNESS Douglas F Esamanrl 
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I .O Purpose of Request for Proposals 

The Union Light, Heat and Power Company d/b/a Duke Energy Kentucky, Inc. ("Duke 
Energy Kentucky") offers this Request for Proposals ("RFP") for the purpose of acquiring 
supply-side capacity resources for 2007 and beyond to provide for Backstand Capacity 
and Energy for East Bend 2 and Miami Fort 6 during planned and unplanned outages. 

Duke Energy Kentucky desires to maximize the value of its supply portfolio by 
diversifying its current supply options for the supply of capacity and energy during 
outages of East Bend 2 and Miami Fort 6. As such, Duke Energy Kentucky is looking for 
long-term bids for a variety of product offerings such as call options, reliability exchanges 
and backstand supply. Duke Energy Kentucky seeks bid proposals that provide the 
greatest value to Duke Energy Kentucky and its customers. Duke Energy Kentucky has 
retained an independent third party, Burns & McDonnell ("B&Mn), to develop, administer 
and oversee all aspects of this competitive solicitation process on Duke Energy 
Kentucky's behalf. Specifically, B & M has designed the solicitation, will administer the 
bidding process and will independently evaluate the bids prior to Duke Energy Kentucky's 
final selection. 

2.0 Instructions to Bidders 

2.1 General 

.1.1 Nothing contained in this RFP shall be construed to require or obligate 
Duke Energy Kentucky to complete this RFP process, to select any 
proposals or to limit the ability of Duke Energy Kentucky to reject any 
or all proposals in its sole and exclusive discretion. Duke Energy 
Kentucky further reserves the right to withdraw and terminate this RFP 
or any pending negotiations arising from this RFP at any time prior to 
the execution of a contract. 

The submission of a proposal to B&M shall constitute a Bidder's 
acknowledgment and acceptance of all the terms, conditions and 
requirements of this RFP. 

2.1.3 Subject to 2.1.4, all proposals submitted to B&M pursuant to this RFP 
shall become the exclusive property of Duke Energy Kentucky and 
may be used for any reasonable purpose by Duke Energy Kentucky. 

2.1.4 B&M and Duke Energy Kentucky shall consider materials provided by 
Bidders in response to this RFP to be confidential only if such 
materials are clearly designated as "Confidential". Bidders should be 
aware that their proposal, even if marked "Confidential," may be 
subject to discovery and disclosure in regulatory or judicial 
proceedings that may or may not be initiated by Duke Energy 
Kentucky. Bidders may be required to justify the requested 
confidential treatment under the provisions of a protective order issued 
in such proceedings. If required by a valid request by a court, 
administrative agency, or a party to a judicial or administrative 
proceeding, or an order of a regulatory agency or court of competent 
jurisdiction, Duke Energy Kentucky may produce the material in 

May 3 1,2006 
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response to such order without prior consultation with the Bidder and 
Duke Energy Kentucky shall not be responsible to the Bidder for 
disclosure of such confidential information under these circumstances. 

2.1.5 Bidders shall be responsible for all costs and issues associated with 
their bids; contract negotiations; completion of the contract; all taxes, 
duties, fees and other charges associated with the delivery of capacity 
and energy under the contract; and compliance with all local, state and 
federal laws that may affect the contract. 

2.1.6 The Delivery Point shall be the Cinergy Hub as defined by the MISO. 
All costs and coordination required for delivery of the product to the 
Delivery Point are the responsibility of the Bidder. Bidders are 
required to insure compliance with the MIS0 and Reliabilityfirst 
requirements. Duke Energy Kentucky will use MIS0 Network 
Integrated Transmission Service to deliver the product to the load. 

2.2 Overview of Process 

2.2.1 B&M has set-up an e-mail box to collect all communicatian from 
potential Bidders and a web site to provide uniform communication 
including updates and specific detail as may be provided from time to 
time through this bidding process. The e-mail address is 
DEKRFP@,burnsmcd.com. The web site is http://yww.dekrf~.com. 

The bid process will include the activities and events as indicated on 
the schedule in Exhibit A. Following the release of the RFP, 
interested Bidders are requested to submit a Notice of lntent to Bid 
form. Bidders who submit the Notice of lntent to Bid (NOIB), are a 
registered Market Participant in the MIS0 market and submit an 
executed confidentiality agreement will receive supplementary data for 
use in preparing bids. Following the proposal submittal deadline, the 
bid opening will be performed in private by B&M. Proposals will be 
screened and offers that do not meet the minimum terms and 
conditions contained in this RFP and supporting documents will be 
rejected as non-conforming. Following the proposal screening, a short 
list of Bidders will be developed. Bidders on the short list will be 
invited to begin negotiations of final details of the offers. Final 
evaluation of the offers, considering contract terms and transmission 
service requirements, will then occur. 

2.3 Notice of lntent to Bid 

2.3.1 Each potential Bidder is requested to advise B&M by June 14, 2006 of 
its intent to submit a proposal by submitting a completed Notice of 
lntent to Bid, attached hereto as Exhibit B. Through the submission 
of the NOIB, the prospective Bidder represents that it is qualified to 
perform Market Participation activities within the MIS0 market. 

2.3.2 Each potential Bidder who submits a NOlB and is a registered Market 
Participant in the MIS0 market has the option to submit a signed 

May 3 1,2006 
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confidentiality agreement, attached hereto as Exhibit C, in order to 
receive available supplemental data to the RFP. For those Bidders 
that submit a signed confidentiality agreement, B&M will provide 
information including historical outage rates, future scheduled 
outages, and other operational and cost data for the East Bend 2 and 
Miami Fort 6 units. Duke Energy Kentucky makes no warranty or 
representation that historical outage rates are any indication of future 
outage rates, nor that any projected outage rates will in fact occur. 
This data is provided as information only to the Bidders for their 
information in developing their offers. 

2.4 Deadline and Method for Submitting Proposals 

2.4.1 Proposals must be submitted in the complete name of the party 
expecting to execute any resulting contract with Duke Energy 
Kentucky. The proposal must be executed by a person who is duly 
authorized to bind the Bidder to a contract. 

2.4.2 All proposals submitted in response to this RFP must be received by 
B&M no later than 4:00 PM CPTJuly 14, 2006. 

2.4.3 B&M will not accept-proposals received after the specified date 
and time set forth in Section 2.4.2 for anv reason, and said 
proposals will be disqualified from further evaluation. 

2.4.4 Bidders are required to provide three (3) bound sets of all documents, 
including exhibits, as part of its proposal. It is further requested that 
multiple proposals submitted by each Bidder be identified separately. 
Proposals must be delivered to the following address: 

Duke Energy Kentucky RFP 
C/O Kiah Harris 
Burns & McDonnell 
9400 Ward Parkway 
Kansas City, MO 641 14 

Only hard copies of the proposals will be allowed. Emailed 
proposals will not be accepted as meeting the time requirements 
for submission. 

2.5 Questions and Interpretation of RFP 

B&M requests that all questions concerning this RFP be submitted electronically 
to B&M at the e-mail address indicated in Section 2.2.1. Answers will be provided 
through written responses posted to the website. If confidential information is 
involved, only those Bidders who have submitted a signed confidentiality 
agreement will receive the response. Neither Duke Energy Kentucky nor B&M 
will be responsible for other explanations or interpretations of the RFP. 

May 3 1,2006 
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Written questions will be accepted by B&M until seven days before the proposal 
submittal deadline. Answers will be provided by e-mail to all Bidders as quickly 
as practicable. 

It shall be the Bidders' obligation to identify to B&M any statements in the RFP or 
related documents deemed by the Bidder to be in conflict or incomplete,. any need 
for clarification, or omissions of pertinent data from the RFP before bids are due. 
Any questions not resolved by the bid date shall be identified in the proposal and 
a statement shall be made in the Bidder's proposal as to whether the proposal 
contains any conditions. 

2.6 Requirements of the Proposals 

2.6.1 Duke Energy Kentucky is requesting proposals for purchase of the 
following products: 

2.6.1 .I Backstand Capacity and Energy: For 2007 -2009: 
Backstand Capacity and Energy for East Bend 2 and/or 
Miami Fort 6. The Backstand Capacity and Energy product 
(Backstand Product) is a day ahead call option and 
associated Firm LD energy that will be used in the event of 
a scheduled or forced outage at the East Bend 2 and/or 
Miami Fort 6 units starting January I ,  2007 through 
December 31, 2009. The maximum rate of energy that will 
be required by Duke Energy Kentucky from the Bidder at 
the Delivery Point will be 577 MW per hour. 

When an outage or derate occurs at East Bend 2 or Miami 
Fort 6, Duke Energy Kentucky will have the right but not the 
obligation to call replacement energy for the amount of the 
derate or outage from the Bidder on a day ahead 
scheduled basis. When the replacement energy is called 
by Duke Energy Kentucky, the Bidder shall make available 
an amount of Firm LO energy such that the amount of 
energy available at the delivery point is up to 414 MW for 
outages or derates associated with East Bend 2 and up to 
163 MW for outages or derates associated with Miami Fort 
6. 

Offers for the Backstand Product will be priced using one 
of the following methods for pricing the energy: 
A) Variable Operating Cost Cap: Called energy will be 
delivered to the Delivery Point at the previous month's 
average variable operating costs for Miami Fort 6 or East 
Bend 2, as applicable. 
B) Fixed Energy Price: Called energy will be delivered to 
the Delivery Point at a fixed price throughout the term of 
the offer. 

May 3 1,2006 
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Bidders may propose on either or both of the above energy 
pricing approaches. A contract term through at least 
December 31, 2009 is required by Duke Energy Kentucky. 
Bids with extended terms or options for extension will also 
be considered. 

2.6.1.2 Reliability Exchange Product: A Reliability Exchange for 
East Bend 2 andlor Miami Fort 6, beginning in 2007 for 3-, 
5-, lo-, and 15-year terms. Duke Energy Kentucky is 
interested in options whereby it provides capacity and 
associated energy in exchange for like capacity and energy 
from other resources to further diversify its resource 
portfolio. Resources proposed for this option in exchange 
for East Bend 2 capacity and energy should have similar 
operating characteristics to the East Bend 2 unit. 
Resources proposed for this option in exchange for Miami 
Fort 6 capacity and energy should have similar operating 
characteristics to the Miami Fort 6 unit. Duke Energy 
Kentucky will consider proposals for up to approximately 50 
percent of the unit output (200MW for East Bend 2 and 
80MW for Miami Fort 6). Proposed blocks of capacity are 
required to be in 50MW blocks for East Bend 2 and 40MW 
blocks for Miami Fort 6. Bidder to describe the ability of 
Duke Energy Kentucky to select combinations of blocks 
offered. 

lntermediate and Peaker Daily Calls: Capacity and 
associated energy products up to 500 MWs which meet 
MIS0 capacity qualifications beginning in 2007 for 3-,5-,I 0- 
and 15- year terms. These products may include but shall 
not be limited to lntermediate daily calls and Peaker daily 
calls for the provision of Firm LD energy. Energy pricing 
may be fixed price, gas heat rate calls, or calls settled 
against the Cinergy Hub. Fuel pricing may include actual 
or fixed price using an actual or fixed heat rate that 
includes any transportation charges to the Chicago City 
Gate. All gas costs shall be settled against the Chicago 
City Gate. 

2.6.2 The description of products proposed shall be in accordance with the 
Edison Electric Institute's Master Power Purchase & Sale Agreement, 
Schedule P: Products and Related Definitions. The Backstand 
Product and the lntermediate and Peaker Daily Call options will be 
priced on a Firm LD basis. Energy shall be scheduled at Duke Energy 
Kentucky's sole discretion. 

2.6.3 Bidders are advised that prior to Duke Energy Kentucky signing a 
power supply agreement, the Bidder will be required to provide 
substantial evidence of current and ongoing credit assurance. All 
forms of credit assurance will he approved by Duke Energy Kentucky 

May 3 1,2006 
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before entering into an agreement. The form and quality of credit 
assurance shall be approved by Duke Energy Kentucky and its 
lending institutions, as applicable, prior to further negotiations. 

2.6.4 Proposals must be provided in the format outlined in Section 3.0. The 
content of proposal(s) shall be subject to the requirements of this 
RFP. B&M requests that all exhibits, documents, schedules, etc. 
submitted as a part of a proposal be clearly labeled and organized in a 
fashion that facilitates easy location and review. All proposals should 
conform, as applicable, to the requirements within this RFP. 

3.0 Proposal Organization 

All Proposals should include the following minimum components in the order provided: 

3.1 Executive Summary 

An "executive summary" of the highlights and special features of the Proposal. 

3.2 Statements 

3.2.1 A statement from the Bidder must be provided clearly indicating the 
time period during which the proposal will remain effective. The 
proposals must remain effective at least until November 30, 2006. 

3.2.2 A signed Certification and Indemnity Agreement must be provided, 
which is to be completed entirely by the Bidder, a copy of which is 
attached hereto as Exhibit D. 

3.2.3 All documentation and signatures required depending on the nature of 
the proposal must be provided. 

3.3 Contract Terms 

A comprehensive listing and description, including a rationale if warranted, of all 
contract terms and conditions that the Bidder would seek during contract 
negotiations. Duke Energy Kentucky will use either the EEI or ISDA contract 
formats for any contracts resulting from this RFP. 

3.4 Proposal Limitations 

A listing of any economic, operational or system conditions (including sensitivities 
to anticipated dispatch levels) that might affect the Bidder's ability to deliver 
energy as offered. 

3.5 Relevant Experience 

A description of transaction experience with similar products in the MIS0 service 
area as well as references for similar transactions. 

May 3 1,2006 
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3.6 Cost Proposal 

lnformation on the cost of the product must be provided. lnformation shall be 
included as discussed in Section 4.1. 

4.0 Proposal Content 

For consideration in the evaluation process, proposals must contain the information 
outlined in the following paragraphs. 

4.1 Price Proposal 

Proposals must provide a detailed description of the pricing terms and conditions. 
For consideration in the evaluation process, proposals must contain the 
information outlined in the following paragraphs. 

1. The Bidder must demonstrate that it has the requisite regulatory authorization 
to make sales contemplated by its proposal. 

2. The fixed cost for the proposed product shall be provided for each year of the 
agreement. 

3. Proposed energy rates for the proposed product shall include all fuel, start up, 
losses, ancillary sewices and other charges associated with delivery to the 
designated Delivery Point. The Bidder shall provide the initial energy rate and 
applicable formula for escalation, if any, with proposed indices or a schedule of 
energy rates for the proposed contract term. Where the energy rate is a function 
of the price of coal, Bidders shall provide the coal price forecast over the 
proposed term. Such pricing to include all handling, ash disposal, environmental 
allowance costs and other costs associated with the fuel. Where the energy rate 
is a function of the price of natural gas, Bidders shall provide the gas price 
forecast at the Chicago City Gate over the proposed term 

4. The actual delivered energy, in any month, shall be determined in accordance 
with the metering procedures as set forth in the contract which will be negotiated 
between Duke Energy Kentucky and the successful Bidder. 

5. As applicable, the Bidder's proposal should include all formulae that will be 
used to calculate the full energy rate, or any other rate that the Bidder may 
specify, with all its respective components well defined. A sample calculation 
illustrating the application of each formula is also required. 

6. The Bidder must provide a printed schedule projecting for each contract year, 
quarter, or month, as appropriate, depending upon how frequently the Bidder's 
rate(s) or its respective components will be updated, for the full term of the 
proposed contract of the following: 

a) option premium or fixed demand charge payment 
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b) energy payment (It is the Bidder's obligation to provide 
sufficient explanatory information to allow B&M to replicate this 
schedule.) 

c) projections of any independent variables that are to be used in 
the calculation of payments 

4.2 Technical Proposal 

Bidders who provide a proposal for the Reliability Exchange product are required 
to provide the following information about the resource to be provided as the 
basis for the product: 

1. Name, location and commercial operating date of the unit. 
2. Five year operating history of the facility 
3. Fuel source and fuel supply risk mitigation approach 
4. Five year averages for availability and EFOR 
5. Anticipated scheduled outages for routine maintenance and unit upgrades 

for environmental compliance modifications 
6. Projected fixed ($/MW-year) and variable operating costs ($/MWh) for the 

term of the offer, including any known or anticipated cost for 
environmental compliance. 

7. Start up costs, minimum up and down times, ramp rates and other factors 
necessary for production cost modeling analysis. 

5.0 Proposal Evaluation and Contract Negotiations 

5.1 Screening 

5.1.1 After the proposal submittal deadline, B&M will privately open all 
proposals and begin reviewing proposals for completeness and 
responsiveness. 

5.1.2 An initial screening will be developed to identify those proposals that 
meet the minimum criteria established by B&M for evaluation. These 
minimum criteria consist of the following: 

a. The proposal is from a Bidder that is a registered Market 
Participant in MISO. 

b. The proposal provides substantially all the information outlined 
in Part 3.0 and Part 4.0 and the structure of which is valid to 
November 30,2006. 

c. The proposal designates the Delivery Point as the Cinergy Hub. 

Those proposals not considered to meet the required threshold will be 
identified to the respective Bidder and the Bidder will have one week 
to cure the deficiency. If not cured within the allotted time, notification 
will be provided to the unsuccessful Bidders. 

May 3 1,2006 
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5.1.3 B&M may request that a Bidder provide additional information or 
clarification to its original proposal. B&M shall make such requests in 
writing and will also specify a deadline for compliance. Failure to 
provide the requested information or clarification by the deadline will 
result in the disqualification of the proposal. 

5.1.4 B&M may select any number of proposals for further consideration. 
Further, Duke Energy Kentucky may at any time withdraw and 
terminate this RFP pursuant to Section 2.1 . A ,  as it, in its sole and 
exclusive judgment, deems appropriate. 

5.2 Short List Development 

5.2.1 After the initial screening, B&M will evaluate the remaining proposals 
to develop a recommended short list. The following criteria will be 
used to evaluate the products in order to develop the short list: 

Backstand Product: The Backstand Product proposals will be 
evaluated using the levelized cost of the fixed cost component and the 
energy component over the proposed term. The amount of energy 
required for the product will be estimated from the amount of projected 
scheduled outage hours for the East Bend 2 and Miami Fort 6 units 
plus the forced outage hours determined by multiplying the €FOR 
average over the past five years for the respective unit multiplied by 
the hours in the year. 

The offers priced using the Variable Operating Cost Cap approach will 
have the cost of the energy component estimated by multiplying the 
expected outage hours determined above by the respective variable 
operating cost of the respective unit for the preceding month. 

The offers priced using the Fixed Energy Price approach will have the 
cost of the energy component estimated by multiplying the expected 
outage hours determined above by the fixed energy price schedule 
provided by the Bidder. 

Reliability Exchange: The Reliability Exchange proposals will be 
evaluated using the levelized cost of the fixed and variable 
components over the term of the proposal. Levelized costs will be 
developed by respective generating unit on a unit cost basis ($/MW 
and $IMWh). 

lntermediate and Peaker Call Option: The lntermediate and Peaker 
Call Option proposals will be evaluated using the levelized cost of the 
option based on the pricing structure proposed. All proposals will be 
evaluated on a resultant energy cost basis assuming a 40 percent 
capacity factor for the lntermediate option and a 15 percent capacity 
factor for the Peaker option. 

5.2.2 B&M will present the recommended short list to Duke Energy 
Kentucky for further joint evaluation. The recommended short list will 

May 3 1,2006 
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be provided to Duke Energy Kentucky with the identification of the 
proposing firm's name redacted from any information provided to Duke 
Energy Kentucky. Duke Energy Kentucky will perform more detailed 
modeling using the utility's production cost and risk assessment 
models and the factors from the proposals. Burns & McDonnell and 
Duke Energy Kentucky will jointly evaluate the short listed offers to 
identify the single proposal or portfolio of proposals that provide Duke 
Energy Kentucky with the lowest overall evaluated net present value 
cost power supply program. This analysis will bring out the 
advantages of the proposals with consideration of the expansion plans 
currently considered by Duke Energy Kentucky and a more robust 
probability analysis. 

During the evaluation process, R&M and Duke Energy Kentucky may 
choose to initiate discussions with one or more Bidders and to obtain 
refreshed pricing. For purposes of this RFP, discussions shall simply 
indicate Duke Energy Kentucky's interest in a particular proposal and 
its desire to obtain from the Bidder additional detailed information that 
may not necessarily be contained in the proposal. Discussions with a 
Bidder shall in no way be construed as commencing "negotiations" 
with a Bidder. B&M and Duke Energy Kentucky intend to use such 
discussions as a method of reducing the number of proposals to 
those, if any, that B&M and Duke Energy Kentucky determine warrant 
further evaluation and, possibly, contract negotiations. If B&M and 
Duke Energy Kentucky intend to initiate discussions, it will notify the 
Bidder of such intention and require the Bidder of such proposal to 
confirm, in writing, the offer and representations contained in its 
original proposal. B&M will be the communication channel between 
the bidder and Duke Energy Kentucky to obtain further clarifications or 
refreshed pricing. 

5.2.3 If B&M or Duke Energy Kentucky is not interested in a particular 
proposal, it will notify the Bidder as soon as practical after such 
determination is made. 

5.3 Contract Negotiations 

May 3 1,2006 

At the completion of the evaluation phase, the bidding parties will be 
identified to Duke Energy Kentucky. B&M will notify a Bidder in writing 
of its interest in commencing contract negotiations with that Bidder. 
Duke Energy Kentucky's commencement of and active participation in 
such negotiations shall not be construed as a commitment from Duke 
Energy Kentucky to continue discussions or to execute a contract. If, 
however, a contract is successfully negotiated, it shall not be effective 
unless and until fully executed by Duke Energy Kentucky in 
accordance with its procedures, and all required regulatory approvals 
have been received, including approval by the Federal Energy 
Regulatory Commission and the Kentucky Public Service Commission 
so that Duke Energy Kentucky will be able to obtain retail rate recovery 
of the costs related to the supply option. 
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5.3.2 Duke Energy Kentucky reserves the right at any time, during contract 
negotiations, at its sole discretion, to terminate or, once terminated, to 
resume negotiations with a Bidder. 

5.3.3 Duke Energy Kentucky may require that certain provisions be included 
in its contracts. Such provisions may include, but are not limited to, 
financial assurance (depending on the financial means and historical 
performance of the Bidder), indemnification, liquidated damages for 
non-performance, ability of Duke Energy Kentucky to reassign its 
entire rights, or a portion thereof, to the contract to another party, and 
a "regulatory out" provision, or regulatory pre-approval for retail rate 
recovery. 

5.3.4 This RFP contains general guidelines and requirements for developing 
and submitting proposals. Nothing herein shall be construed to bind 
Duke Energy Kentucky unless and until a contract with a Bidder has 
been successfully negotiated, executed, and is effective. Once 
effective, the contract will govern the relationship between and 
responsibilities of the parties. The costs for responding to the RFP are 
the responsibility of the Bidder. 

May 3 1,2006 
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The schedule as outlined below and referred to throughout this document is based on Duke Energy 
Kentucky's expectations as of the release date of this RFP. 

Release of RFP May 31,2006 
Notice of Intent to Bid June 14,2006 
Bidder Notification of Qualification June 28,2006 
Proposal Submittal Deadline July 14, 2006 

It is the intent of B&M and Duke Energy Kentucky to have the initial short list identified in early 
August and begin contract negotiations in early September. B&M and Duke Energy Kentucky 
reserves the right to extend or otherwise modify any portion of the schedule or terminate the RFP 
process at its sole discretion. 

May 3 1,2006 
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Exhibit B 
NOTICE OF INTENT TO BID 

Due June 14,2006 

CONTACT INFORMATION 

7 
Company I 

-- 

Title 
- 

Telephone am I Fax 

I - --- 
Contact: - 

E-mail 

Mailing Address 

Fax: 816.822.3027 
Burns & McDonnell 
Attn: Duke Energy Kentucky RFP 

-- 

We intend to bid 

Signature of Respondent 

May 3 1,2006 

Yes- No--..-- 

Date 
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CONFIDENTIALITY AGREEMENT 

This Confidentiality Agreement ("Agreement") is entered into by and between The Union 
Light Heat and Power Company d/b/a Duke Energy Kentucky, Inc. ("Duke Energy Kentuckyn), a 
Kentucky corporation with offices at 139 East Fourth Street Cincinnati, Ohio 45201 and 

a corporation with offices at 
-" ("Bidder") as of the 
day of , 2006 (the "Effective Date"). Duke Energy Kentucky and Bidder may be 
referred to as a "Party" or collectively as "Parties." 

WITNESSETH: 

WHEREAS, Duke Energy Kentucky has issued a Request for Proposals for the supply of 
replacement power; and 

WHEREAS, Bidder desires to provide a proposal to Duke Energy Kentucky for the supply of 
replacement power (the "Relationshipn); and 

WHEREAS, the Parties desire to ensure the confidentiality of certain information provided or 
to be provided by a Party or Parties (in such capacity, collectively the "Providing Partyn) to another 
Party or Parties (in such capacity, collectively the "Receiving Party") in connection with the 
Relationship; 

NOW, THEREFORE, in consideration of the promises and the mutual covenants herein 
contained, the parties hereto, intending to be legally bound, agree as follows: 

1. CONFlDENTlAL AND PROPRIETARY NATURE OF THE CONFIDENTIAL INFORMATION 

The Receiving Party acknowledges the confidential and proprietary nature of the Confidential 
lnformation (as defined below) and that any unauthorized disclosure or unauthorized use thereof by 
the Receiving Party will injure the Providing Party's business. The Receiving Party agrees to hold 
and keep the Confidential lnformation as provided in this Agreement and otherwise agrees to each 
and every restriction and obligation set forth in this Agreement. 

2. CONFIDENTIAL INFORMATION 

As used in this Agreement, the term "Confidential Information" means and includes any and 
all: 

a. information concerning the business and affairs of the Providing Party, however 
documented, that has been or may hereafter be provided or shown to the Receiving 
Party by the Providing Party or by the directors, officers, employees, agents, Bidders, 
advisors, or other representatives including legal counsel, accountants and financial 
advisors (each, a "Representative") of the Providing Party (collectively, the "Providing 
Party Representatives") or is otherwise obtained from review of Providing Party 
documents or property or discussions with Providing Party Representatives by the 
Receiving Party or its Representatives irrespective of the form of the communication, 

May 3 1,2006 
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and also includes all notes, analyses, compilations, studies, summaries, and other 
material prepared by the Receiving Party or the Receiving Party's Representatives 
containing or based, in whole or in part, on any information included in the foregoing; 
and 

b. trade secrets concerning the business and affairs of the Providing Party, plant and 
product specifications, data, know-how, formulae, compositions, processes, designs, 
sketches, photographs, graphs, drawings, samples, inventions and ideas, past, current, 
and planned research and development, customer lists, current and anticipated 
customer requirements, price lists, market studies, business plans, computer software 
and programs (including object code and source code), computer software and 
database technologies, systems, structures and architectures (and related processes, 
formulae, composition, improvements, devices, know-how, inventions, discoveries, 
concepts, ideas, designs, methods and information), and any other information, however 
documented, that is a trade secret within the meaning of applicable law. 

"Confidential Information" shall not include any oral information exchanged between the 
parties that is not promptly reduced to writing and confirmed by the applicable parties. 

Further, "Confidential Information" shall not include any information of the Providing Party 
which: 

a. was or becomes generally available to the public other than as a result of a disclosure by 
the Receiving Party or the Receiving Party's Representatives; 

b. was available, or becomes available, to the Receiving Party on a non-confidential basis 
prior to its disclosure to the Receiving Party by the Providing Party or a Providing Party 
Representative, but only if (i) to the best of the Receiving Party's knowledge after due 
inquiry, the source of such information is not bound by a confidentiality agreement with 
the Providing Party or is not otherwise from transmitting such information to 
the Receiving Party or the Receiving Party's Representatives by a contractual, legal, 
fiduciary or other obligation, and (ii) the Receiving Party provides the Providing Party with 
prompt written notice of such prior possession; or 

c. was independently acquired or developed by the Receiving Party without violating any of 
its obligations under this Agreement. 

3. RESTRICTED CJSE OF CONFIDENTIAL. INFORMATION 

The Receiving Party agrees that (a) it will keep confidential any and all Confidential 
lnformation and, except as provided in the following paragraph or as otherwise expressly permitted 
by the terms of this Agreement, will neither, without the specific prior written consent of the Providing 
Party, disclose any Confidential lnformation to any person (including the fact that the Confidential 
lnformation has been made available to the Receiving Party or that the Receiving Party has 
inspected any portion of the Confidential Information); and (b) it will not use any of the Confidential 
lnformation for any reason or purpose other than to perform its obligations, if any, in the 
Relationship. 

The Receiving Party may disclose Confidential lnformation to those Representatives of the 
Receiving Party who (i) in the judgment of the Receiving Party, require access to such material for 
the purpose of assisting the Receiving Party in performing work directly associated with the 

May 3 I ,  2006 
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Relationship and (ii) are informed by the Receiving Party of the confidential nature of the 
Confidential lnformation and the obligations of this Agreement and agree to be bound by all the 
provisions hereof applicable to the receipt and use of Confidential lnformation by the "Receiving 
Party." The Receiving Party agrees to be fully responsible for enforcing as to the Receiving Party's 
Representatives the obligations of this Agreement applicable to the Receiving Party and to take 
such action, legal or otherwise, to the extent necessary (including all actions that the Receiving 
Party would take to protect its own confidential information and trade secrets) to cause its 
Representatives to comply with such obligations. 

4. DISCLOSURE REQUIRED BY LAW 

If the Receiving Party or any of the Receiving Party's Representatives are requested or become 
legally compelled (by oral questions, interrogatories, requests for information or documents, 
subpoena, civil or criminal investigative demand, or similar process) or is required by a 
regulatory or judicial body to make any disclosure that is prohibited or otherwise constrained by 
this Agreement, the Receiving Party or such Representative, as the case may be, will provide 
the Providing Party with prompt notice of such request so that it may seek an appropriate 
protective order or other appropriate remedy. Subject to the foregoing, the Receiving Party or 
such Representative may furnish that portion (and only that portion) of the Confidential 
lnformation that, in the written opinion of its counsel, reasonably acceptable to the Providing 
Party, the Receiving Party is legally compelled or is otherwise required to disclose. In addition, 
the Receiving Party or such Representative shall use reasonable efforts to obtain reliable 
assurances that confidential treatment will be accorded any Confidential lnformation so 
disclosed. Notwithstanding any other provision of this agreement, Duke Energy Kentucky may 
disclose the Confidential lnformation under seal with a petition requesting confidential treatment 
to the Kentucky Public Service Commission and to any intervenors who sign a confidentiality 
agreement in connection with Case No. 2006-001 72, the Company's current rate proceeding. 

5. RETURN OF CONFIDENTIAL INFORMATION 

If the Receiving Party determines that it does not wish to proceed with the Relationship or if 
the Providing Party notifies the Receiving Party that it does not wish the Receiving Party to consider 
the Relationship any further, then the Receiving Party, upon request of the Providing Party, (a) (i) will 
promptly deliver to the Providing Party all documents or other materials furnished by the Providing 
Party or any Providing Party Representative to the Receiving Party or the Receiving Party's 
Representatives constituting Confidential Information, together with all copies and summaries 
thereof in the possession or under the control of the Receiving Party or the Receiving Party's 
Representatives, and (ii) will destroy materials generated by the Receiving Party or the Receiving 
Party's Representatives that include or refer to any part of the Confidential Information, without 
retaining a copy of any such material; or (b) as an alternative to the procedure described in the 
preceding clause (a) if the Providing Party gives its prior written consent, the Receiving Party will 
promptly destroy all documents or other matters constituting Confidential lnformation in the 
possession or under the control of the Receiving Party or the Receiving Party's Representatives and 
shall promptly certify the same in writing to the Providing Party (including in such certification a list of 
the destroyed materials). 

6. REMEDIES 

The Receiving Party agrees to indemnify and hold the Providing Party harmless from any 
damages, loss, cost, or liability (including legal fees and the cost of enforcing this indemnity) arising 

May 3 I, 2006 
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out of or resulting from any unauthorized use or disclosure by the Receiving Party or the Receiving 
Party's Representatives of the Confidential Information or other violation of this Agreement. In 
addition, because an award of money damages (whether pursuant to the foregoing sentence or 
otherwise) would be inadequate for any breach of this Agreement by the Receiving Party or the 
Receiving Party's Representatives and any such breach would cause the Providing Party irreparable 
harm, the Receiving Party also agrees that, in the event of any breach or threatened breach of this 
Agreement, the Providing Party will also be entitled, without the requirement of posting a bond or 
other security, to equitable relief, including injunctive relief and specific performance. Such 
remedies will not be the exclusive remedies for any breach of this Agreement but will be in addition 
to all other remedies available at law or equity to the Providing Party. 

7. MISCELLANEOUS 

(a) Modification. The agreements set forth in this Agreement may be modified or waived only 
by a separate writing signed by the Providing Party and the Receiving Party expressly modifying or 
waiving such agreements. 

(b) Waiver. The rights and remedies of the parties to this Agreement are cumulative and not 
alternative. Neither the failure nor any delay by any party in exercising any right, power, or privilege 
under this Agreement will operate as a waiver of such right, power, or privilege, and no single or 
partial exercise of any such right, power, or privilege will preclude any other or further exercise of 
such right, power, or privilege or the exercise of any other right, power, or privilege. To the 
maximum extent permitted by applicable law, (i) no claim or right arising out of this Agreement can 
be discharged by one party, in whole or in part, by a waiver or renunciation of the claim or right 
unless in writing signed by the other party; (ii) no waiver that may be given by a party will be 
applicable except in the specific instance for which it is given; and (iii) no notice to or demand on 
one party will be deemed to be a waiver of any obligation of such party or of the right of the party 
giving such notice or demand to take further action without notice or demand as provided in this 
Agreement. 

(c) Person. The term "person" means any individual, corporation (including any non-profit 
corporation), general or limited partnership, limited liability company, joint venture, estate, trust, 
association, organization or other entity. 

(d) Severability. The invalidity or unenforceability of any provision of this Agreement shall not 
affect the validity or enforceability of any other provisions of this Agreement, which shall remain in 
full force and effect. If any of the covenants or provisions of this Agreement are determined to be 
unenforceable by reason of its extent, duration, scope or otherwise, then the parties contemplate 
that the court making such determination shall reduce such extent, duration, scope or other 
provision and enforce them in their reduced form for all purposes contemplated by this Agreement. 

(e) Costs. The Receiving Party agrees that if it is held by any court of competent jurisdiction 
to be in violation, breach, or nonperformance of any of the terms of this Agreement, then it will pay 
all costs of such action or suit, including reasonable attorneys' fees. 

(f) b ianment .  Neither party may assign any of its rights hereunder without the prior written 
consent of the other party, which consent shall not be unreasonably withheld. 

(g) Governing Law. This Agreement shall be governed by the laws of the Commonwealth of 
Kentucky without regard to conflicts of laws principles thereof. 

May 3 1,2006 
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(h) Counterparts. This Agreement may be executed in one or more counterparts, each of 
which will be deemed to be an original copy of this Agreement, and all of which, when taken 
together, shall be deemed to constitute one and the same agreement. 

May 3 1,2006 
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IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be 
executed on its behalf by an appropriate officer thereunto duly authorized, all as of the date set forth 
at the beginning of this Agreement. 

Duke Energy Kentucky 

By: Sandra P. Meyer 

Its: President 

By: 

Its: 

May 3 1,2006 
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Exhibit D 
Certification and Indemnity Aareement 

THIS CERTIFICATION AND INDEMNITY AGREEMENT ('Agreement'') is made and entered 
into this - day of , 2006, by and between The Union Light, Heat & Power 
Company d/b/a Duke Energy Kentucky, Inc. ("Duke Energy Kentucky") and 
- , ("Bidder"). 

WHEREAS, Bidder has submitted a Proposal to Duke Energy Kentucky in response to Duke 
Energy Kentucky's Request for Proposals for Power Supply ("RFP"), and 

WHEREAS, the RFP provides general guidelines for the development and submission of such 
Proposal and entails the evaluation of such Proposal on the basis of its individual 
characteristics, as assessed by Duke Energy Kentucky in accordance with economic 
assessments and operational considerations, and other pertinent factors, and 

WHEREAS, Duke Energy Kentucky will rely on the information set forth in the Proposal when 
making its assessments and determinations. 

NOW, THEREFORE, in consideration of the covenants and agreements hereinafter set forth 
and for other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the Bidder hereby certifies and agrees as follows: 

Certification 

Bidder hereby certifies, represents and warrants to Duke Energy Kentucky as follows: 

The Bidder understands that Duke Energy Kentucky will rely on the representations 
contained in the Proposal and this Agreement in its evaluation and consideration of 
proposals submitted pursuant to the RFP. The Bidder further understands that its 
inability to substantiate and verify any such representation may result in the termination 
of further consideration and/or evaluation of the Proposal. All such representations 
made in the Proposal are true and accurate to the best of the Bidder's knowledge and 
belief. 

Covenants 

The Bidder covenants that: 

At its own cost and expense (including reasonable attorney fees), Bidder shall defend 
Duke Energy Kentucky and its respective subsidiaries, affiliates, successors and 
assigns, and each and every one of its respective past, present, or future officers, 
directors, trustees, employees, shareholders, executors, administrators, successors, and 
assigns, and hold Duke Energy Kentucky harmless from and against any and all manner 
of past, present, or future claims, demands, disputes, controversies, complaints, suits, 
actions, proceedings, or allegations of any kind which in any manner relate to, arise out 
of, or result from any false, misleading or incomplete statement in the Proposal or breach 
of any covenant or representation set forth in this agreement by the Bidder. 

May 3 1,2006 
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Successors and Assigns 

If the Bidder transfers the ownership, or an interest therein, in the Bidder's rights, interests or 
property, whether real or personal, the Bidder warrants that such transfer shall be pursuant to a 
transfer agreement that shall provide Duke Energy Kentucky, subsidiaries, affiliates, successors 
and assigns, and each and every one of its respective past, present, or future officers, directors, 
trustees, employees, shareholders and agents, as well as their heirs, executors, administrators, 
successors and assigns with a degree of protection at least equivalent to that afforded them 
under this Agreement. 

Certified and Agreed: 

By: 

Title: 

Date: 

Attest: 

May 3 1,2006 
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KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

30. Refer to the response to the S W s  Second Request, Item 49(c). The response did 
not explain in detail how the proposed deferred income tax treatment related to 
the Ohio taxes is consistent with the Commission's December 5, 2003 Order in 
Case No. 2003-00252.' Provide the originally requested information, specifically 
focusing on the treatment of deferred income taxes prior to the transfer of the 
generating assets to Duke Kentucky. 

RESPONSE: 

Duke Energy Ohio recorded deferred income taxes on the Plants at the Ohio Franchise 
Tax rate of 8.5%. Beginning in 2005, the Ohio Franchise Tax is being phased-out over a 
five-year period. Accordingly, the deferred tax balance was adjusted to reflect the 
balance to be reversed over that five-year period. When the Plants were transferred to 
Duke Energy Kentucky ("DEK"), the remaining deferred tax balance was also 
transferred. The Kentucky income tax is at 7% for 2006 and will decrease to 6% in 2007 
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KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

3 1. Refer to the response to the Staffs Second Request, Item 50. 

a. Does Duke Kentucky's forecast methodology separately identify 
temperature-sensitive load and non-temperature-sensitive load? Explain 
the response. 

b. If no to part (a), explain why this separation is not part of the forecast 
methodology. Include any studies or analyses that support Duke 
Kentucky's position. 

c. Has Duke Kentucky performed any studies or analyses to consider 
whether a separation of the load into temperature-sensitive and non- 
temperature-sensitive components could improve the determination of the 
level of weather normalized sales? Explain the response. 

d. Explain in detail how Duke Kentucky's forecast methodology normalizes 
all variables that affect energy usage. 
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temperature-sensitive. Then, the non-temperature-sensitive estimates 
could be subtracted from total load to estimate the temperature-sensitive 
load. Used historically, this process assigns all of the model error to the 
temperature sensitive load. 

To use this approach, the prerequisite to the separation of total load into 
the temperature-sensitive and non-temperature-sensitive components is the 
development of the econometric forecasting model. In the Company's 
view, there is no other reasonable method for estimating the historical 
temperature-sensitive and non-temperature-sensitive components of 
monthly electric sales without having developed the econometric 
forecasting model in the first place. 

An alternate process that comes to rnind involves subtracting sales during 
a shoulder month (such as April or October) from the sales levels of other 
months. The assumption here is that sales in those months are non- 
temperature-sensitive. However, electricity is used both to cool and to 
heat and therefore is weather sensitive all year long. Because there are 
degree days in every month it is impossible to accurately separate the 
billed electric sales data into temperature-sensitive and non-temperature- 
sensitive portions. A customer's single month electric usage cannot be 
totally non-temperature- sensitive because degree days occur in every 
month. As a result, it is impossible to utilize this method to obtain 
reasonable estimates of historical monthly electric sales for temperature- 
sensitive and non-temperature-sensitive components. This approach may 



economy as projected by Economy.com, an independent econornic 
forecasting company that is owned by Moody's, Inc. 

To normalize all variables that affect energy usage implies that one must 
adjust the sales values for the difference between what actually occurred 
and what was expected to occur for a point in time. Since the Company is 
using a projected test year, there is no actual data to normalize. The 
Company is already using the expected (i.e., normal) levels of the 
economic variables in making its eathates of sales. 

e. See Attachment KyPSC-DR-03-03 l(e). This file shows the percentage of 
current customers by cycle for the 21 cycles in Duke Energy Kentucky's 
meter reading schedule. The percentages average 4.8% and have a 
standard deviation of .00676, which is very small. 

See also response to KyPSC-DR-03-03 1(g). This response shows that the 
degree days calculated using weights based on number of customers in 
each cycle are very similar, if not the same, as those calculated using even 
weights across the cycle. On an annual basis the largest difference in any 
one year is only 5 degree days for heating and 3 degree days for cooling. 

Also, Duke Energy Kentucky re-estimated the residential model using 
historical degree days weighted by number of customers in each cycle in 
order to compare differences in the degree day coefficients. A comparison 
of the coefficients is provided in the file: Attachment KyPSC-DR-03- 



Billing Cycle 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I I 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
Total 

Number of Customers Fraction by cycle Differenc 
6,637 
5,123 
8,586 Residential Model 
7,556 
7,790 
6,781 
5,587 
6,691 Coefticients 
6,536 MNOWHDDB-500 
6,596 MDEC'HDDB-500 
6,842 MJFMeHDDB-500 
6,823 MAPRWDDB-500 
8,349 MDEC'HDDB-500-1000 
7,812 MJFM'HDDB-500-t 000 
8,092 MJAN'HDDB-1000 
8,523 MFEB'HDDB-I 000 
8,523 
8,473 MJUNCDDB-100 
7,036 MJULTDDB-100 
6,751 MAUGTDDB-100 
5,831 MSEPTDDB-I 00 

150,941 MOCTCDDB-100 
MJJA'CDDB-100-200 
MSEPTDDB-100-200 
MOCTCDDB-I 00-200 
MJUN'CDDB-200 
MJUL'CDDB-200 
MAUG'CDDB-200 
MSEP'CDDB-ZOO 

R-BAR SQUARED 

' MJAN = Qualiive varia 
* MFEB = Qualitative varia 
' MAPR = Qualitative variz 
* MJUN = Qualitative varia 
' MJUL = Qualitative varial 
' MAUG = Qualitative vari; 

' HDDB-500 = Heating Dc 
' HDDB-500-1000 = Heal 
' HDDB-1000 = Heating t 

* CDDB-I00 = Heating DI 
' CDDB-100-200 = Heatir 

CDDB-200 = Heating Dc 
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YEAR Annual Heating degree days 
weghted by 
customers per cycle 

1965 869 
1966 1118 

1965 1967 837 
1965 1968 1000 
1965 1969 1061 
1965 1970 1263 
1965 1971 1046 
1965 1972 81 3 
1965 1973 901 
1965 1974 806 
1965 1975 1033 
1965 1976 767 
1966 1977 1154 
1966 1978 1016 
1966 1979 778 
1966 1980 1128 
1966 1981 949 
1966 1982 955 
1966 1983 1227 
1966 1984 992 
1966 1985 1016 
1966 1986 1150 
1966 1987 1201 
1966 1988 1237 
1967 1989 1003 
1967 1990 1009 
1967 1991 t378 
1967 1992 625 
1967 1993 1060 
1967 1994 943 
1967 1995 1115 
1967 1996 877 
1967 1997 822 
1967 1998 1150 
1967 1999 1091 
1967 2000 884 
1968 2001 992 
1968 2002 1352 
1968 2003 81 1 
1968 2004 884 
1968 
1968 Annual Heating degree days 
1968 weghted by 
1968 customers per cycle 

Heating degree days 
weighted 
evenly by cycle 

867 
1118 
838 

1000 
1061 
1263 
1046 
814 
901 
807 

1033 
768 

1157 
4015 
778 

1128 
951 
957 

1 226 
992 

1016 
1148 
1201 
1235 
1003 
1008 
1380 
625 

1058 
946 

1115 
877 
822 

1151 
1090 
883 
992 

1353 
810 
883 

Heating degree days 
weighted 
evenly by cycle 

Perce~ 
Diirence Differer 

-2 -0.: 
0 r 
1 0.' 
0 I 
0 I 
0 I 
0 I 
1 0. 
0 I 
1 0. 
0 I 
1 0. 
3 0. 

-1 -0. 
0 I 
0 I 
2 0. 
2 0. 

-1 -0. 
0 
0 

-2 -0. 
0 

-2 -0. 
0 

-1 -0. 
2 0. 
0 

-2 -0 
3 0 
0 
0 
0 
1 0  

-1 -0 
-1 -0 
0 
10 

-1 4 
-1 -0 

Pero 
Diirence Diffen 







KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

32. Refer to the response to the S W s  Second Request, Item 55. For each of the 
statements below, provide the basis for the statement. Include any studies or 
analyses that support the statement. 

a. "Using a longer period of time will cause sales forecast errors to remain 
larger for a longer period of time." 

b. "Using data for the 10-year period enables one to get closer to where a 
trend is headed than data for a 25-year period." 

RESPONSE: 

a. This result occurs mathematically. In the current situation, the level of 
heating degree days calculated using the average of 25 years of data is 
trending downward and the level of degree days using an average of the 
last ten years is below the one based on 25 years. As a result, if heating 
A n m a n  Amre in the fiitwe cnntiniie tn match the level set over the last ten 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

33. Refer to the response to the Staff's Second Request, Item 57(d). Provide the 
calculations that support the contention that the number of responses returned by 
Kentucky customers each year since 1999 is enough to provide a 99 percent 
c~nfidence level in the survey data. 

RESPONSE: 

The approximated number of calls fiom Kentucky customers on an annual basis is 
400,000. Given an average sample size of 600 customers in any of the years 1999 - 2005, 
there is a 99% confidence level that in the data with a confidence interval of 5.26. 

For example, if customer satisfaction is 90% very satisfiedsatisfied, we are 99% 
confident that the actual level of customer satisfaction is within 5.26% plus or minus 90% 
or, in other words, is between 85% and 95% very satisfiedsatisfied. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

34. Refer to the response to the Staffs Second Request, Item 60. 

a. Concerning the response to Item 60(a), indicate where in the 
Commission's December 22, 2005 Order in Case No. 2005-00042 it is 
stated the Cornmission adopted the use of an apportioned Kentucky 
statutory income tax rate. 

b. Concerning the response to Item 60(b), would Duke Kentucky agree that 
references in the Commission's March 31, 2006 Order in Case No. 2003- 
00433 to a Kentucky statutory income tax rate refer to the tax rate 
contained in the statutes? Explain the response. 

RESPONSE: 

a. In the Commission's Order in Case No. 2005-00042, the Commission did 
not explicitly state that it adopted the apportioned Kentucky statutory 
incnme tax rate: however. the Commission did accept and approve the 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

35. Refer to the response to the S W s  Second Request, Item 61. Given Duke 
Kentucky's past experience concerning the initial and final Kentucky property tax 
assessments, explain in detail why Duke Kentucky believes the approach used to 
forecast its property taxes is reasonable. 

RESPONSE: 

The 2007 budget was prepared using the assessed value of Duke Energy Kentucky's 
property located in Kentucky and Ohio, with adjustments for anticipated property tax rate 
increases, additions (including the power plant transfers), retirements and additional 
depreciation. The 2005 tentative assessment of $543.5 million, as prepared by the 
Kentucky Department of Revenue ("KDR'), was based on the premise of allocating the 
$9 billion acquisition of Cinergy to primarily three companies, Duke Energy Ohio, Duke 
Energy Indiana and Duke Energy Kentucky. 

The K n R 9 n  3.005 tentative assessment was a~~roximately 41% higher than net book 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

36. Refer to the response to the Staffs Second Request, Item 62. Provide a 
description of the outstanding issues related to the approval of the various service 
agreements listed in this request. In addition, update the status of the approval 
process. 

RESPONSE: 

Duke Energy Carolinas and the North Carolina Utilities Commission ("NCUC") Public 
Staff have reached an agreement in which the Public Staff will support of these service 
agreements subject to certain additional conditions, the primary one being a priority of 
service condition. This condition requires that the regulated generation (including Duke 
Energy Kentucky) and the Duke Energy Ohio generation dedicated to serving retail load 
be given priority over non-regulated generation in O&M services provided under the 
Utility Service Agreement. However, there is an exception for work necessary to ensure 
reliability. 

The other conditions relate to ~rotection of customer information and confidential system 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

37. Refer to the response to the Staff's Second Request, Item 78. 

a. Refer to the response to Item 78(a). Since there has been no participation 
in the currently offered Green Tariff, explain why Duke Kentucky 
believes its proposal will be more appealing to its customers. 

b. Refer to the response to Item 78(d). The response contains the following 
statement, "Under this voluntary offering to the customer, Duke Energy 
Kentucky stands behind the costs or risks because we are proposing to 
treat the costs and revenues below the line." 

(1) Indicate where in this case record Duke Kentucky has discussed 
this accounting treatment. 

(2) If not in the case record, provide a complete description of the 
accounting treatment Duke Kentucky proposes for the costs and 
revenues associated with this program. 

0 R m f e r  tn the rponnncp  tn Tt~m 7R/e\ Prnviile a listinsr nf the airrent 



are often limited by a lack of customer awareness of green power 
programs. Second, the customer will be able to purchase blocks of green 
energy for their account with Duke Energy Kentucky. The customer will 
be able to offset a portion of their monthly usage with green energy. Duke 
Energy Kentucky believes this aspect will provide the customer an added 
sense of value. Third, the planned Midwest supply of green energy 
combined with local renewable projects will add to the awareness of green 
energy. 

All of the expenses for this program will be treated "below-the-line" and 
not considered part of the regulated expenses or revenues. Any expenses 
not recovered or offset by the GoGreen program revenues will be the 
financial burden of the shareholders, not the customers. 

(1) The accounting treatment for this program has not been described 
in the case record. 

(2) The revenue and expenses will carry non-utility account numbers 
and work codes to track the amounts for reporting purposes. 
Expenses will be tracked in a 4 16 non-utility account and revenues 
in a 41 5 non-utility miscellaneous service revenue - other account. 
All transactions and accounting will be reflected in the annual 
GoGreen report to the Kentucky Public Service Commission Staff 
and other stakeholders. 



f. RECs and Carbon Credits can be traded to afldiates and outside third 
parties at market prices, to be treated as "below-the-line" as described in 
the response to KyPSC-03-037(b)(2). 

g. The expected costs of the Duke Energy Kentucky program will be 
prepared later in October of 2006 by incorporating the results of the 
marketing and promotion programs conducted in Duke Energy Indiana. 
The Duke Energy Kentucky cost will be provided upon completion but no 
later than November 15,2006. 

WITNESS RESPONSIBLE: Jeffrey R. Bailey 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

38. Refer to the response to Staff's Second Request, Item 79. 

a. Explain whether Duke Kentucky currently has customers that require 
enhanced reliability. In the explanation, include how many customers are 
provided enhanced reliability, whether the customers are charged for the 
service, the pricing, if applicable, and the name of the tariff under which 
each customer is served. 

b. Refer to Attachment 02-079A. On page 1 of 3, Duke Kentucky refers to 
"the customer's unbundled rates" helping to determine the appropriate 
access fee. Explain how unbundled rates apply to Kentucky customers. 

c. Explain whether or not Duke Kentucky plans to file agreements made 
pursuant to Rider BDP with the Commission. 

RESPONSE: 



establishes appropriate unbundled costs to properly reflect charges 
proposed in Rider BDP. 

We also have many legacy customers who have backup delivery points 
with no contract to provide enhanced reliability. The Company has a 
"grandfather" policy where we have not approached these customers to 
pay for services to enhance reliability provided they do not require 
modifications or upgrades to their service. 

b. The rates for distribution and transmission reservation charges are 
developed from the Company's unbundled costs associated with each 
major rate code during the test period. The summation of these unbundled 
costs make up the rates as displayed in the Duke Energy Kentucky tariffs 
in the form of "bundled" customer charges, demand charges and energy 
charges. These charges are appropriate since customers only need access 
to the distribution and 1 or transmission systems to enhance reliability, and 
the charges'ensure that customers pay for only the additional facilities 
accessed. 

c. Duke Energy Kentucky will file all Rider BDP agreements if required by 
the Kentucky Public Service Commission. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

39. Refer to the response to Staff's Second Request, Item 82(b). The response does 
not include the cost analysis support for field collections. Provide the necessary 
calculations to support the proposed fee for field collections. 

RESPONSE: 

The following is the cost justification for the $1 5 field collection fee: 

Average Wage per hour A $25.50 
Average Hourly Vehicle Cost B $7.00 
Combined Cost (Wage& Vehicle) C=A+B $32.50 
20 minutes per order D=20/60 x C $10.83 
30 minutes &el (tolfiorn) E=30/60 X C $16.25 
Total cost per order F=D+E $27.08 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

40. Refer to the response to the S W s  Second Request, Item 83. 

a. Did Duke Kentucky seek approval fiom the Commission to establish a 
regulatory asset for the electric portion of the workforce reduction costs? 
Explain the response. 

b. Using the data contained in Appendix D to the Commission's July 23, 
1993 Order in Case No. 1992-00346,' estimate the electric portion of the 
workforce reduction costs and expected savings. Include all calculations, 
workpapers, and assumptions. 

c. Refer to the response to Item 83(d). Provide the basis for the following 
statement, "Concurrent matching of costs and savings is not necessary for 
recovery of regulatory assets." 

d. Provide citations to previous decisions of the Commission where there has 



savings that may be perpetual. At some point, the annual amortization of 
the cost ends but the savings may persist indefinitely. 

d. In Case No. 92-346, the Commission authorized ULH&P to amortize its 
allocated share of downsizing costs associated with a downsizing program 
over ten years. At the time, it was unknown how many years it would be 
before ULH&P would file another rate proceeding. In that case, therefore, 
the Commission authorized recovery of amortization expense, over a 
"fixed" period of time, for a program that resulted in cost savings over an 
indefinite period of time. 

WITNESS FlESPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

41. Refer to the response to Staffs Second Request, Item 89. Duke Kentucky's 
response consists of the monthly fuel adjustment clause ("FAC") reports that are 
filed by other jurisdictional generators. 

a. To the extent possible, provide the format in which Duke Kentucky 
intends to file its own monthly FAC report. Specific charges or quantities 
are not necessary. If Duke Kentucky believes that off-system sales 
margins should be shared through the FAC, include where in the monthly 
report Duke Kentucky proposes to include the off-system sales margins. 

b. Provide a list of the specific schedules or worksheets that Duke Kentucky 
plans to file in its monthly back-up report, supporting its monthly FAC 
report, including among other reports: (1) fuel inventories (2) power 
transaction schedules (3) fuel purchases and (4) generating unit operating 
statistics. 

RESPONSE: 





DUKE ENERGY KENTU 
FUEL COST SCHEDU 

Expense Month: Januz 

A. Company Generation 
Coal Burned (+I 
Oil Burned (+) 
Gas Burned (+) 

Fuel (assigned cost during (+) 

Fuel (substitute cost during (-) - 
Sub-Total - 

B. Purchases 
Net Energy Cost - Economy Purchases (+I 
Identifiable Fuel Cost - Other Purchases (+I 
Identifiable Fuel Cost (substitute for Outage) (4 
Less purchases above highest cost units (-1 - 
Sub-Total - 

C. InferSystem Sales Fud Costs 

D. Customer Share of Margins on Off-System Sales 

E. Total Company Over or (Under) Recovery from Schedule 4, Line 12 - 
F. Total Fuel Costs (A + B - C - D - E) - - 

Note: 'a) Through December 31,2009, "Outage" includes forced and sch 
@) Prior month data may be adjusted as MIS0 provides updated sc 



h h h  + + + 
V Y V  





DUKE ENERGY KI 
OFF-SYSTEM SALE5 

Month Ended: January 2007 

Line 
No. Description 

1 Current Month Off-System Sales 

2 Interchange-Delivered Revenues 

3 Total Off-System Sales Revenues (Line 1 + Line 2) 

4 Variable Expense Associated with Off-System Sales 

5 Interchange-Delivered Expenses 

6 Total System Sales Variable Expenses (Line 4 + Line 5) 

7 Current Month Net Margin on Off-System Sales (Line 3 + Linc 

8 Off-System Sales Margin - January I through end of prior ma 

9 Greater of $1 million or Cumulative Margins through prior mo 

10 Customer Share of Off-System Sales Margins for Current Ma 

.*----------------------------------------------------------..---------*--------- 

Note: (a) Prior month data may be adjusted as MISO provide 



KyPSC Case No. 200640172 
KyPSC-DR-03441 (b) 

Page I of 7 

DUKEENERGYKENTUCKY 

Fuel Type: Coal 
Month Ended: January 31,2007 

Unit: - East Bend Unit 2 

I I 
\ I Amount I 1 MMBtu I 1 Per Unit 1 I Tons Per Unit 1 

Beginning lnventory 

Purchases 

Sub-Total 

Less: Fuel Burned 

Ending lnventory 

Unit: - Miami Fort Unit 6 

I Amount I I MMBtu I I Per Unit I I Tons I I Per Unit 1 
Beginning lnventory 



KyPSC Case No. 2006-00172 
KyPSC-DR-03-041 (b) 

Page 2 of 7 

DUKE ENERGY KENTUCKY 

Fuel Type: GaslPropane 
Month Ended: January 31,2007 
Unit: Woodsdale 

1 Amount ($) I I MCF I I $IMCF I 
Beginning lnventory 

Purchases 

Sub-Total 

Less: Fuel Burned 

Ending lnventory 



KyPSC Case No. 2006901 72 
KyPSC-DR-03-041 (b) 

Page 3 of 7 

DUKE ENERGY KENTUCKY 

Fuel Type: Oil 
Month Ended: January 31,2007 
Unit: Woodsdale 

1 Amount ($1 I I Gallons / I $/Gallon I 
Beginning lnventory 

Purchases 

Sub-Total 

Less: Fuel Burned 

Ending lnventory 



DUKE ENERGY KENTUCKY 

Resource Type: Purchased Power 
Month Ended: January 31,2007 

Midwest IS0 Econ Purch 

Midwest IS0 Econ Sale 

I kwh I Demand E 



DUKE ENERGY KENNCKY 

Coat Contract Details 
IWonth Ended: January 31,2007 

I 
Price ( 

StationName -1 1 1 $/ton lq 
East Bend 

Miami Fort 



DUKE ENERGY KENTUCKY 

GaslPropane Purchases Details 
Month Ended: January 31,2007 

I Station Name 

Woodsdale 



DUKE ENERGY KENTUCKY 

Generating Unit Performance 
Month Ended: January 31,2007 

Unit Performance 
1 .a Capacity (name plate rating - MW) 
1 .b Capacity (average load - MW) 
1.c Net Demonstrated Capability (MW) 
1 .d Net Capability Factor (1 .b)l(l .c) 

Heat Rate 
2.a Btu Consumed (MMBtu) 
2.b Gross Generation (MWh) 
2.c Net Generation (MWh) 
2.d Heat Rate (2.a)l(2.c) (MMBtuikWh) - 
3.a Hours Unit Operated 
3.b Hours Available 
3.c Hours During the Period 
3.d Availability Factor (3.b)1(3.c) 

Cost Der kwh tat busbao 
4.a Gmss Genm-on (#lkWh) 
4.b Net Generation (#/kwh) 

inventory 
5.a Number of Days Supplied Based 

On Actual Bum at Station 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

42. Refer to the response to the Staffs Second Request, Item 100. Provide an 
allocation of the approximate $2.8 million increase in employee fringe benefits 
between the portion related to the transfer of generating plant to Duke Kentucky 
and the portion related to the projected increase in labor costs. 

RESPONSE: 

Approximately 81% is related to the transfer of generation to Duke Energy Kentucky and 
approximately 19% is related to the projected increase in labor costs. 

WITNESS WSPONSIBLE: William Don Wathen, Jr. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

43. Refer to the response to the Attorney General's First Data Request dated July 12, 
2006, Item 1, Attachment AG-01-001(a), page 1 of 5. Explain why emission 
allowances were not classified as an electric account. 

RESPONSE: 

The Emission Allowance deferred tax balance shown on Attachment AG-DR-0 1-00 1 (a) 
is the balance transferred to Duke Energy Kentucky ("DEK") from Duke Energy Ohio 
("DEO") with the transfer of the Plants. The balance was non-jurisdictional on DEO's 
books and it remains non-jurisdictional on DEK's books. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

44. Refer to the response to the AGYs First Request, Item 24. 

a. Explain whether Duke Kentucky believes that the increased revenue from 
its proposed rniscellaneous charges will affect its revenue requirements in 
this case. 

b. For each miscellaneous charge for which an increase is proposed, provide 
Duke Kentucky's best estimate of the revenue generated using present 
rates for miscellaneous charges, revenue generated using the proposed 
charges, and the resulting increase in revenue for the test year. 

RESPONSE: 

a. As stated in response to AG-DR-01-024, there are no projected annualized 
revenues associated with the new miscellaneous charges. After further 
review, however, we estimate that the proposed miscellaneous charges 
will increase revenue by $140,217 for a total of $197,630. This later 
amount should be shown on Schedule M, line 3 1, columns (B) and (C) for 



KyPSC Case No. 2006M)l72 
Anpcbment KySbR-DR-OW@) 

Page 1 o f  1 

Duke Energy-Kentucky 
Analysls of Miscellaneous Charges 

For Rate Case No. 200800172 

Data Requests : KyPSCDR-03-044 
AG-DR-02-008 

Duke Energy Kentucky 
Reconnectlon Charges (461020) 

12 Month Forecasted included in Test Period Revenue 

Projected Reconnects @ Pole (1) 
-Normal Hours 
-After-Hours (25%) 

Projected Reconnects @ Meter (1) 
-Normal Hours 
-After-Hours (25%) 

Field Collections (2) 
Total 
Change in Revenue 

Rate thw March 
$1 5 

( I)  Allocation based upon Duke Energy Kentucky Reconnedione for 12 months ended December 2005. 

(2) Alloation based upon CG&E Rate Case No. 0555ELdlR and d o  of number of Eledric Customers 

Projected 
Rates 

Number of E W e  Cuatomen @ Feb 2 W :  
CGeE 
ULHEP 

Pro-Forma 
Adjustment 

Number of 
Items 
391 
293 
98 

Rate April 3,2006 
$25 

Projected 
Revenue 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

45. Refer to the response to the AG's First Request, Item 52, Provide the most 
currently available breakdown of Edison Electric Institute dues by the National 
Association of Regulatory Utility Commissioners' operating expense categories. 

RESPONSE: 

The most current EEI Membership Dues were paid by Cinergy Corp. in January 2006. 
See below for allocation to Duke Energy Kentucky. 

Duke EEI Dues 
Kentucky Allocated to 

Descri~tion Total -- Percent Duke Energy Kentucky 
Regular Activities of EEI $804,613 5.1 1% $41,116 
Industry Structure Assessment 120,692 5.1 1% 6,167 
Mutual Assistance Program 8,000 5.1 1% - 409 
Total $933,305 $47,692 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

46. Refer to the response to the AG's First Request, Item 53. Provide the basis for the 
projected Electric Power Research Institute dues included in the forecasted test 
period. 

RESPONSE: 

There are $77,228 in expenses representing Electric Power Research Institute ("EPRI") 
fees in the forecasted test period. This amount is based upon $76,088 in the 2006 budget 
charged to center 191-VP Power Operations, which was escalated by 1.5% for the 
forecasted test period. Duke Energy Kentucky did not incur any EPRI fees in 2004 or 
2005 because it was a distribution only utility with no generation assets, purchasing 
power from Duke Energy Ohio. Duke Energy Kentucky incurred these EPRI fees in 
2006 for research projects involving the development of new generation technologies and 
new technologies used in reducing environmental emissions. This benefits the Company 
because of our need to evaluate new generation and emission control technologies for 

" " " - - L ' - -  m- n------. ------+n +r\ :-n..r n nnmnr*rnhlp amnllnt nf FPRT fppp 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

47. Refer to the response to the AG's First Request, Item 58. For each of the 
expenses listed below, describe the nature of the expense and why the expense 
should be included for rate-making purposes. In addition, provide the total 
forecasted test period expense for each item, fiom all accounts. 

a Communications Equipment. 

b. Donations - Non-Corp. Giving. 

c. Employee Recognition. 

d. Miscellaneous EventstTickets. 

RESPONSE: 

The nature and purpose of KyPSC-DR-03-047(b), (c) and (d) is self-explanatory. These 
items have been eliminated for rate-making purposes on WPD-2.22a. KyPSC-DR-03- 
047(a), Communications Equipment, is for expenses related to communications .. ... - , F 1 1 .  3 -- - - - - -  L -.-.-- -1 ----..-I 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

48. Refer to the response to the AG's First Request, Item 59. Provide a more detailed 
description of the activities classified as governmental affairs. 

As stated in response to AG-DR-01-059, governmental affairs employees are employed 
to: (1) monitor legislative, administrative and executive public policy developments 
relating to the utility industry generally and specifically to Duke Energy Kentucky's 
business; (2) respond to information requests from public and elected officials; and (3) 
provide information to government officials relative to how decisions made by state 
government will impact customers, reliability, safety, cost and availability of power. 
Examples of activities that government affairs employees engage in include: participating 
in Commission rulemaking proceedings; informing the Commission of various customer 
service matters; monitoring, reporting on and participating in preparation of legislation; 
acting as liaison with local governments on Company projects that affect local 
communities, such as main replacement work or outage-related communications. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

49. Refer to the response to the AG's First Request, Item 139, Attachment AG-OI- 
139, page 95 of 95 and Item 144, Attachment AG-01-144, pages 14 through 20, 
30 through 33, and 39 of 48. Wormation contained on the referenced pages has 
been redacted by Duke Kentucky; however, Duke Kentucky did not file a petition 
for confidentiality for this information. Duke Kentucky should either submit the 
originally provided information without redaction or resubmit the responses 
accompanied with a petition for confidentiality consistent with 807 KAR 5:001, 
Section 7. 

RESPONSE: 

The Company is filing a petition for confidentiality because the redacted communications 
are confidential communications between Company employees and attorneys related to 
matters at issue in this proceeding and, as such, are protected against discovery by the 
attorney-client privilege and the work product privilege. 





KyPSC Staff Third Set Data Requests 
Duke Energy Kentucky Case No. 2006-00172 

Date Received: August 09,2006 
Response Due Date: August 23,2006 

REQUEST: 

50. Refer to the response to the Kroger Company's and St. Elizabeth Medical 
Center's First Data Request dated July 12, 2006, Item 16. Indicate how many 
customers it anticipates will participate in the "CallOption" program in 2007 and 
explain how this participation has been reflected in the forecasted test period. 

RESPONSE: 

We expect approximately ten customers to participate in the CallOption program in 2007 
for a total of about 15 MW, assuming the proposed program enhancements are approved. 
However, program expenses are dependent on customer participation, the strike price and 
number of calls selected by the customer (which affects premium payments), and event 
credits (which are highly dependant on weather). Because these additional expenses 
were not sufficiently known, no additional expenses associated with the enhanced 
program were reflected in the forecasted test period. Due to the uncertainty of these 
expenses, the Company's proposal contemplated having future costs associated with this 
vrosam recovered through a tracking mechanism. 




