
an @?@Ps company 

Ms. Stephanie L. Stumbo 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 40601 

September 1 1,2008 

RE: Applicntiori of Kentiicky Utilities Conipnriy,for nit Adjirstnient of Bme 
Rntes - Case NO. 2008-00251 

Applicntiori of Kentiicky Utilities Coirtpnrz,y to File Depreciation Stit& - 
Case No. 2007-00565 

Dear Ms. Stumbo: 

Please find enclosed and accept for filing the original and ten (10) copies of the 
Response of Kentucky Utilities Company to the Attorney General’s (AG) Initial 
Requests for Information dated August 27,2008, in the above-referenced 
matters. 

Also, enclosed are an original and ten (10) copies o f a  Petition for Confidential 
Protection regarding certain information requested in Question Nos. 44(a), 78, 
107 and 115. 

Should you have any questions regarding the enclosed, please contact me at 
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VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, S. Bradford Rives, being duly swoin, deposes and says that he 

is the Chief Financial Officer, for Kentucky Utilities Company, that he has personal 

knowledge of the matters set forth in the responses for which he is identified as the 

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

information, knowledge and belief. 

I V. 

S. BRADFORD RIVES 

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

and State, this /O” day of September, 2008 

(SEAL) 

My Commission Expires: 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Paul W. Thompson, being duly swom, deposes and says that 

he is the Senior Vice President, Energy services for Kentucky LJtilities Company, that he 

has personal knowledge of the matters set forth in the responses for which he is identified 

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

information, knowledge and belief 

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

and State, this //I' day of September, 2008. 

(SEAL) 

My Commission Expires: 

,?(j/O 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Chris Hermann, being duly sworn, deposes and says he is 

Senior Vice President - Energy Delivery for Kentucky Utilities Company, that he has 

personal knowledge of the matters set forth in the foregoing testimony, and the answers 

contained therein are true and correct to the best of his information, knowledge and 

belief. 

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

and State, this & day of September, 2008 

(SEAL) 
Notary Public 

My Commission Expires: 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Paula H. Pottinger, Ph.D., being duly sworn, deposes and says 

that she is the Senior Vice President, Human Resources for Kentucky Litilities Company, 

that she has personal knowledge of the matters set forth in the responses for which she is 

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

best of her information, knowledge and belief 

Subsciibed and sworn to before me, a Notaxy Public in and before said County 

and State, this / bG day of September, 2008. 

(SEAL) 
d 0 

Jlm,n*r 4. - i2,h 
Notary Pal& 

My Commission Expires: 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is 

the Vice President, Stale Regulation and Rates for Kentucky {Jtilities Company, that he 

has personal knowledge of the matters set forth in the responses for which he is identified 

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

information, knowledge and belief. 

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

and State, this /dh day of September, 2008 

My Commission Expires: 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Robert M. Conroy, being duly sworn, deposes and says that he 

is the Director, Rates for Kentucky Utilities Company, that he has personal knowledge of 

the matters set forth in the responses for which he is identified as the witness, and the 

answers contained therein are tive and correct to the best of his information, knowledge 

and belief. 

ROBERT M. CONROY Y 

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

and State, this /b*’ day of September, 2008. 

My Commission Expires: 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is 

the Controller, for Kentucky Utilities Company, that she has personal knowledge of the 

matters set forth in the responses for which she is identified as the witness, and the 

answers contained therein are true and correct to the best of her information, knowledge 

and belief. 

VALERIE L. SCOTT 

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

and State, this / U f i  day of September, 2008. 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Shannon 1;. Charms, being duly sworn, deposes and says that 

she i s  the Director, Utility Accounting for Kentucky ‘IJtilities Company, that she has 

personal knowledge of the matters set forth in the responses for which she is identified as 

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

information, knowledge and belief. 

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

and State, this /@’ day of September, 2008. 

(SEAL) 
Notary 

My Commission Expires: 

/ L w / l , , i ~ i / ,  Y , , 26/11 



VEIUFIC ATXON 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, William Steven Seelye, being duly sworn, deposes and says 

that he is the Senior Consultant and Principal, for The Rime Group, LLC, that he has 

personal knowledge o l  the matters set forth in the iesponses for which he is identified as 

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

information, knowledge and belief” 

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

and State, this 9” day of Septembei, 2008. 

. L % L + ~ ~ ~ ~  Q LA-, (SEAL) 
Notary Pub& 

My Commission Expires: 



VERIFICATION 

STATE OF TEXAS ) 

COUNTY OF TRAVIS ) 
) ss: 

The undersigned, William E. Avera, being duly sworn, deposes and says that he 

is President of FINCAP, Inc., that he has personal knowledge of the matters set forth in 

the responses for which he is identified as the witness, and the answers contained therein 

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

- 
WILLIAM E. AVERA 

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

and State, this qY day of September, 2008. 

(SEAL) 

My Commission Expires: 

\ /P/2_0( I 

STATE OF TEXAS 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 1 

Responding Witness: Lonnie E. Belinr 

Q-1" Please identify and describe any ratemaking ad,justments and/or rate making 
methodologies that have not previously been addressed and/or adopted by the KY 
PSC 

A-1. The testimony filed by the Company contains detailed discussions for each 
ratemalting adjustment and references to previous proceedings where the 
adjustment have been addressed. In addition, the Company discusses the details 
of those adjustments that are unique to the test year and may not have been 
specifically addressed in prior proceedings. All of the adjustments are consistent 
with rate making principals for determining base rates based on a historical test 
year. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 2 

Responding Witness: Lonnie E. Bellar 

Q-2. Please identify and describe any ratemaking ad,justments andlor ratemaking 
methodologies that are different from the ratemaking adjustments and/or 
ratemaking methodologies authorized by the KY PSC in the prior rate case, Case 
NO. 200.3-0414. 

A-2. Please see the response to Question No. 1 





KENTUCKY UTILITIES COMPANY 

CASE: NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 3 

Responding Witness: Valerie L. Scott 

4-3. Rives Exhibit 1, Schedule 1.42 shows the use of a PSC, assessment rate o f .  1601% 
and a bad debt factor of .20:3% in the determination of the Gross Up Revenue 
Factor. In this regard, provide the following information: 

a. Worksheet showing the derivation of the .1603% and .203% factors. 
b. Provide the actual PSC assessment rate for electric and gas revenues in the 

test year and the current assessment rate for 2008. 
c. Provide the actual bad debt factor for the year prior to the test yew., 

A-3. a. PSC assessment (notice date, 06/17/08) $ 1,792,751 
2007 annual gross intra-state revenues reported to the PSC $ 1 , I  18,372,259 
Assessment / Revenues 0.1601% 

Net charge-offs for the test year ended 04/30/08 $2,375,238 
Billed revenues from ultimate consumers for the twelve $1,169,688,236 

Net charge-offs / Billed revenues from ultimate consumers 

See also Question No, 63 

b. The 0.1603% in (a) above is the actual assessment rate for the period 07/01/08 
through 06/30/09. For the period 07/01/07 through 06/30/08, the assessment 
rate was 0., 1706%. 

months ended 04/30/08 
0.2030% 

c.  The actual bad debt factor for the year prior to the test year was 0.1804%. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 4 

Responding Witness: Shannon L. Charnas 

Q-4. Please explain why it is no longer necessary for the Company to make 
adjustments to its electric rate base and capital structure for the E.W. Brown 
Repairs and Green River 1 and 2 Retirements, as it did in Case No. 2003-0434. 

KU's capital accounts at September 30, 2003 reflected capital repairs that were 
made to combustion turbine Nos. 6 & 7 at the E.W. Brown Power Station. KU 
was reimbursed for these repairs in November 2003, and the amount of the repairs 
was credited to the capital accounts. Green River units 1 and 2 were retired in 
March 2004. All adjustments related to the retirement have been recorded and 
there are no impacts to the test year ended April 30, 2008. These events were 
considered one-time events that were unique to the test year ended September 30, 
2003. No effects of these events are included in the test year ended April 30, 
2008, and no similar issues exist in the test year ended April 30, 2008, therefore, 
no adjustment is required to KU's rate base or capital structure as of April 30, 
2008. 

A-4. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 5 

Responding Witness: S. Bradford Rives 

Q-5. As shown on Rives Exhibit 2, page 1, the Company is proposing a debt to total 
capitalization ratio of 47.37% and associated equity to total capitalization ratio of 
52.63% in its determination of the proposed overall rate of return of 8.31%. In 
this regard, please provide the following information: 

a. Why hasn’t the Company reflected the debt to total capitalization ratio of 
48.94% and equity to total capitalization ratio of 51.06% discussed on page 
20, lines 5 - 18 of Mr. Rives’ testimony, given that “disregarding the impact 
of purchased power agreements could limit the Company’s fbture access to 
attractively priced debt capital”? 

b., What would be the overall cost of capital (as compared to the currently 
reflected rate of8.31%) based on the debt and equity ratios referenced in part 
(a) above? Please provide all supporting calculations. 

a. The capital structure presented on Rives Exhibit 2, page 1 reflects only those 
items that appear on the financial statements. In order to maintain consistency 
within the application, there was no adjustment made to the income statement 
or balance sheet to reflect the imputed debt calculated by S&P. The Company 
believes it is appropriate to recover the actual debt costs incurred. However, 
the imputed debt cannot be ignored in considering the target capital structure 
because the target is based on rating agency methodology. 

b. If the imputed debt of $86.1 million is used along with the incremental interest 
expense calculated by S&P of $3.8 million, the overall cost of capital is 
reduced to 8.21%. This assumes that there is no change in the cost of equity 
or existing debt as a result of these changes. See attached for details. 

A-5. 







Response to AG-1 Question No. 6 
Page 1 of 2 

Charnas 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 6 

Responding Witness: Shannon L. Charnas 

4-6. With regard to the proposed pro forma depreciation expense adjustment shown on 
Rives Exhibit 1, Schedule 1.14, please provide the following information: 

a. Provide schedules showing the detailed derivation of the proposed pro forma 
annualized electric depreciation expenses of $1 11,536,507. These schedules 
should show that the application of Mr. Spanos’s proposed depreciation rates 
to the Company’s proposed depreciable test year-end plant as of 4/30/08 
would result in the proposed annualized depreciation expense level. 

b. Do the proposed annualized deprecation expenses of $1 1 1,536,507 include 
depreciation expenses associated with ARO assets and/or post-1 995 ECR 
investments? If so, identify these depreciation expense amounts and explain 
why these expenses are included. If not, explain why not. 

c. The Company’s unadjusted test year electric depreciation expenses of 
$124,356,219 include $335,141 and $12,754,702 for per books ARO and 
post-1995 ECR deprecation expenses. The Company has proposed to increase 
these unadjusted depreciation expenses of $124,356,219 by $270,131. 
Therefore, the Company’s proposed pro forma adjusted annualized 
depreciation expenses include $13,089,843 for per books ARO and post-1 995 
ECR deprecation expenses. Please confirm this and explain why it is 
appropriate that the proposed pro forma adjusted annualized depreciation 
expenses include $13,089,843 for per books ARO and post-1995 ECR 
deprecation expenses. 

A-6. a. Seeattached 

b,. No. The depreciation expenses associated with ARO assets and post-1995 
ECR investments have been eliminated from the proposed pro forma 
annualized electric depreciation expenses of $1 11,536,507., The impact of the 
ARO depreciation is eliminated on the income statement through regulatory 
accounting. The post-1995 ECR investment depreciation is also not included 
in line 1 on Reference Schedule 1.14 because recovery for these expenses is 
received through the ECR mechanism. This is consistent with the elimination 
of these same items from the depreciation expense per books. 



Response to AG-1 Question No. 6 
Page 2 of 2 

Charnas 

c. The Company does not agree. The Company’s unadjusted test year 
electric depreciation expenses of $124,356,219 does include $335,141 and 
$12,754,702 for per boolcs ARO and post-1995 ECR depreciation 
expenses. This amount is subtracted from the unadjusted test year electric 
depreciation expense of $124,356,2 19 to arrive at the depreciation expense 
per books excluding ARO and post-1995 ECR investment of 
$1 1 1,266,376. It is the $1 1 1,266,376 that the Company is proposing to 
increase by the $270,131 to arrive at the annualized depreciation expenses 
for the test year under proposed rates. Therefore, the $335,141 and 
$12,754,702 for ARO and Post-1 995 ECR environmental depreciation 
expense is excluded from the pro forma annualized depreciation expenses. 



Attachment to Response to AG-I Question No. 6a 
1 of 14 

Charms 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30,2008 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 
Intangible Plant 

301 Organization 44,456 0 00% 
302 Franchises and Consents 83,453 0 00% - 
303 Misc. Intangible Plant 

Total Intangible Plant 

Steam Production Plant 
3 10.00 Land 
31 I ,OO Structures and Improvements 

5603 Tyrone Unit 3 
5604 Tyrone Units 1&2 
5613 Green River Unit 3 
5614 Green River Unit 4 
5615 Green River IJnits 1&2 
5621 Brown 1Jnit 1 
5622 Brown Unit 2 
5623 Brown Unit 3 
5643 Pineville Unit 3 
5650 Ghent Unit 1 Scrubber 
5651 Ghent 1.Jnit 1 
5652 Ghent Unit 2 
5653 Ghent Unit 3 
5654 Ghent Unit 4 
5591 System Laboratory 

25,536,344 20.00% 5,107,269 
25,664,252 5,107,269 

312.00 Boiler Plant Equipment 
5603 Tyrone Unit 3 
5604 Tyrone Units 1 &2 
5613 Green River Unit 3 
5614 Green River Unit 4 
5615 Green River Units 1&2 

10,874,263 

5,540,781 
583,381 

2,818,745 
4,584,599 
2,596,587 
4,703,190 
2,102,892 

20,393,087 
16,204 

24,301,127 
17,401 ,I  72 
16,011,013 
41,471,559 
29,847,745 

805,71G 

173,177,798 

12,871,948 
421,900 

11,306,456 
24,333,224 

127,047 

0.00% 

0.00% 
0.00% 
0.00% 
O,OO% 
O,,OO% 
0,59% 
0.06% 
0.55% 
0.00% 
2.,69% 
0.40% 
0.52% 
1.19% 
142% 
1.56% 
- 

4.30% 
0.00% 
3.39% 
4.50% 
2 52% 

27,749 
1,262 

112,162 

653,700 
69,605 
83,257 

493,512 
423,838 

12,569 

1,877,653 

553,494 

383,289 
1,094,995 

3,202 



Attachment to Response to AG-1 Question No. 6a 
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Charnas 
Kentucky IJtililies Company 

Annualized Depreciation 
as of April 30, 2008 

Property Group 
5621 Brown IJnit 1 
5622 Brown Unit 2 
5623 Brown Unit 3 
5643 Pineville Unit 3 
5650 Ghent Unit 1 Scrubber 
5651 Ghent Unit 1 
5652 Ghent Unit 2 
5653 Ghent Unit 3 
5654 Ghent IJnit 4 
5659 Coal Cars 
5660 Ghent 3 Scrubber 

3 14.00 Turbogenerator Units 
5603 Tyrone Unit 3 
5604 Tyrone Units 1&2 
5613 Green River Unit 3 
5614 Green River Unit 4 
5621 Brown Unit 1 
5622 Brown Unit 2 
5623 Brown Unit 3 
5651 Ghent Unit 1 
5652 Ghent Unit 2 
5653 Ghent Unit 3 
5654 Ghent Unit 4 

31 5.00 Accessory Electric Equipment 
5603 Tyrone Unit 3 
5604 Tyrone Units 1&2 
561.3 Green River Unit 3 
5614 Green River Unit 4 
5621 Brown Unit I 

Depreciable 
Balance 
4-30-08 
35,820,003 
29,419,949 
86,541,309 

226,832 
86,520,141 

163,735,182 
89,995,577 

259,377,006 
23 1,652,822 

7,647,232 
118,758,718 

1,158,755,347 

4,717,000 
68,206 

4,469,895 
10,171,918 
4,833,421 

11,041,057 
27,652,377 
25,577,290 
29,546,661 
40,076,564 
5 1,922,998 

2 10,077,388 

707,890 
99,211 

781,287 
1,147,502 
3,329,621 

2006 Depreciation 
New Under 

ELG RATES ELG 
3 10% 1,110,420 
3.14% 923,786 
2.95% 2,552,969 
0.00% 
4 01% 3,469,458 
4.02% 6,582,154 
2.45% 2,204,892 
2.76% 7,158,805 
2.94% 6,810,593 
2 41% 184,298 
4.01% 4,762,225 

37,794,579 

3 68% 173,586 
0.00% 
3 14% 140,355 
4 05% 411,963 
116% 56,068 
3 04% ,335,648 
3 31% 915,294 
2 36% 603,624 
2 19% 647,072 
2 11% 845,616 
2.30% 1,194,229 

5,323,453 

0.00% - 
0 00% - 
0.00% 
1.47% 16,868 
2.09% 69,589 



Attachment to Response to AG-1 Question No. 6a 
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Charnas 
Kentucky Utilities Company 

Annualized Depreciation 
as of April .30,2008 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 
5622 Brown Unit 2 997,856 0 45% 4,490 
5623 Brown Unit 3 
5650 Ghent Unit 1 Scrubber 
5651 Ghent Unit I 
5652 Ghent Unit 2 
5653 Ghent Unit 3 
5654 Ghent Unit 4 
5660 Ghent 3 Scrubber 

3 16.00 Miscellaneous Plant Equipment 
5603 Tpone Unit 3 
5604 Tyrone Units 1&2 
561.3 Green River Unit 3 
5614 Green River Unit 4 
5615 Green River 1Jnits 1&2 
5621 Brown Unit 1 
5622 Brown Unit 2 
5623 Brown Unit 3 
5650 Ghent Unit 1 Scrubber 
5651 Ghent Unit 1 
5652 Ghent Unit 2 
5653 Ghent Unit 3 
5654 Ghent Unit 4 
5591 System Laboratory 

317.00 Asset Retirement Obligations - Steam 

Total Steam 

Hydraulic Production Plant 
5691 Dix Dam 
330.10 L,and Rights 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams & Waterways 

6,453,917 
3,016,784 
7,703,537 

10,873,596 
25,991,761 
21,911,936 
11,277,367 
94,292,263 

526,592 
50,127 

153,382 
2,165,959 

84,750 
424,540 
106,658 

4,317,609 
985,410 

1,718,709 
1,500,525 
3,150,438 
6,247,981 
2,229,677 

23,662,356 

9,249,179 

1,680,088,593 

879,3 1 1 
453,195 

9,025,249 
333.00 Water Wheels, Turbines and Generators 436,634 

0 54% 34,851 
2.73% 82,358 
0.57% 43,910 
0.63% 68,504 
1.05% 272,913 
1.24% 271,708 
2,,73% 307,872 

1,173,064 

3.45% 18,167 
O.,OO% - 
4.28% 6,565 
3.04% 65,845 
0.00% - 
2.41% 10,23 1 
0.,82% 875 
2.47% 106,645 
3.00% 29,562 
1.51% 25,953 
1.17% 17,556 
1.41% 44,421 
2.12% 132,457 
2,,96% 65,998 

524,276 

46,693,026 

0.00% 
1.31% 5,937 
0.73% 65,884 
0.68% 2,969 



Attachment to Response to AG-1 Question No. 6a 
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Charms 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30,2008 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 
334.00 Accessory EleCtTiC Equipment 85,383 0.93% 794 
335 00 Misc Power Plant Equipment 
336.00 Roads, Railroads and Bridges 
337 00 Asset Retirement Obligation - Hydro 

101,513 
46,976 
4,970 

11,033,232 

Other Production Plant 
340 I O  Land Rights - 5645 Brown CT 9 Gas Pipeline 
340 20 Land 
341 00 Structures and Improvements 

5697 Paddy's Run Generator 13 
5635 Brown CT 5 
5636 Brown CT 6 
5637 Brown CT 7 
5638 Brown CT 8 
5639 Brown CT 9 
5640 Brown CT 10 
5641 Brown CT 11 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT 10 
5696 Haefling Units 1,2,&3 

342 00 Fuel Holders, Producers and Accessories 
5697 Paddy's Run Generator I 3  
5635 Brown CT 5 
5636 Brown CT 6 
5637 Brown CT 7 
5638 Brown CT 8 

176,409 
118,514 

1,910,328 
775,082 
192,814 
544,966 

2,012,655 
4,641,055 
1,865,718 
1,858,754 
3,740,23 1 
3,588,684 
3,559,155 
3,548,852 
3,655,976 
3,653,030 

434,853 
35,982,154 

1,995,101 
727,929 
146,515 
145,745 
19,6 1.3 

4.21% 4,274 
O,,OO% 

79,858 

3.62% 6,386 
0.00% - 

3,33% 63,614 
3 34% 25,888 
3.,40% 6,556 
3.24% 17,657 
2.87% 57,76.3 
2 87% 133,198 
2,.87% 53,546 
3.00% 55,763 
3.47% 129,786 
3.44% 123,451 
3.69% 13 1,333 
3.69% 130,953 
3.69% 134,906 
3.69% 134,797 
8.89% 38,658 

1,237,867 

3 37% 67,235 
3 36% 24,458 
3.16% 4,630 
3.16% 4,606 
2.86% 561 
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Charnas 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30,2008 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 
5639 Brown CT 9 1,932,187 2 87% 55,454 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 
5639 Brown CT 9 1,932,187 2 87% 55,454 
5640 Brown CT 10 
5641 Brown CT 11 
5645 Brown CT 9 Gas Pipeline 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0473 Trimble County CT Pipeline 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT I O  
5696 Haefling IJnits I ,2,&3 

343 00 Prime Movers 
5697 Paddy's Run Generator 13 
5635 Brown CT 5 
5636 Brown CT 6 
5637 Brown CT 7 
5638 Brown CT 8 
5639 Brown CT 9 
5640 Brown CT 10 
5641 Brown CT 11 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 TIimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT I O  

344.00 Generators 
5697 Paddy's Run Generator 1.3 
56.35 Brown CT 5 
5636 Brown CT 6 

31,738 
52,430 

8,106,131 
239,584 
239,246 

4,850,115 
578,059 
576,386 
593,786 
622,873 
227,578 

21,085,015 

17,421,691 
13,182,503 
30,423,304 
30,024,907 
26,344,009 
21,502,647 
19,670,646 
34,931,891 
30,564,294 
30,443,723 
22,773,708 
22,568,161 
22,401,560 
22,385,894 

344,638,937 

5,185,636 
2,831,528 
3,712,620 

2 85% 905 
2.,96% 1,552 
2.79% 226,161 
3.48% 8,338 
3.48% 8,326 
3.51% 170,239 
3,74% 21,619 
3.74% 21,557 
3.74% 22,208 
3.74% 23,295 
0.48% 1,092 

662,235 

4.49% 782,234 
4.,60% 606,395 
4.52% 1,375,133 
4.56% 1,369,136 
4,13% 1,088,008 
4 ,OO% 860,106 
4.,04% 794,694 
4.17% 1,456,660 
4,66% 1,424,296 
4,66% 1,418,677 
5 17% 1,177,401 
5.16% 1,164,517 
5,16% 1,155,920 
5.16% 1,155,112 

15,828,290 
--- 

2.96% 153,495 
2.96% 83,813 
2 78% 103,211 
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Charnas 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30,2008 

Property Group 
5637 Brown CT 7 
56.38 Brown CT 8 
56.39 Brown CT 9 
5640 Brown CT 10 
5641 Brown CT 11 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT 10 
5696 Haefling Units 1,2,&3 

345 00 Accessory Electric Equipment 
5697 Paddy's Run Generator 13 
5635 Brown CT 5 
5636 Brown CT 6 
5637 Brown CT 7 
5638 Brown CT 8 
5639 Brown CT 9 
5640 Brown CT 10 
5641 Brown CT 11 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT 10 
5696 Haefling Units 1,2,&3 

346.00 Miscellaneous Plant Equipment 
5697 Paddy's Run Generator 1.3 
5635 Brown CT 5 
5636 Brown CT 6 
5637 Brown CT 7 

Depreciable 
Balance 
4-30-08 

3,722,788 
4,953,961 
5,452,041 
4,944,423 
5,187,040 
3,763,275 
3,757,947 
2,950,282 
2,937,930 
2,957,520 
2,954,149 
4,023,002 

59,334,142 

2,456,320 
1,332,167 
1,354,816 
1,347,700 
1,799,436 
3,226,186 
1,804,419 

916,326 
1,677,092 
1,674,719 
3,146,235 
3,137,127 
3,231,827 
3,229,223 

623,419 
30,957,013 

1,089,550 
2,139,353 

48,960 
35,647 

2006 Depreciation 
New [Jnder 

ELG RATES ELG 
2 78% 103,494 
2.49% 123,354 
2.36% 128,668 
2.49% 123,116 
2.56% 132,788 
3.06% 115,156 
3.06% 114,993 
3.26% 96,179 
3.26% 95,777 
3.26% 96,415 
3.26% 96,305 
O.,OO% - 

1,566,764 

3,04% 74,672 
3.04% 40,498 
2.86% 38,748 
2.86% 38,544 
2,56% 46,066 
2.49% 80,332 
2.58% 46,554 
2.63% 24,099 
3.,14% 52,661 
3.14% 52,586 
3.35% 105,399 
3,35% 105,094 
3.35% 108,266 
3.35% 108,179 
0.00% - 

921,698 

3.70% 40,313 
3.71% 79,370 
3.93% 1,924 
3 76% 1,340 
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Charnas 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30, 2008 

Depreciable 
Balance 

Property Group 4-30-08 
5638 Brown CT 8 230,069 
5639 Brown CT 9 
5640 Brown CT 10 
5641 Brown CT 11 
0470 Trimble County CT 5 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT 10 
5696 HaefYing Units 1,2,&3 

760,255 
274,.391 
548,588 
28,964 
8,889 
8,861 
9,114 
9,106 

35,805 
5,227,550 

347.00 Asset Retirement Obligations - Other Productio 70,990 

Total Other Production 

Transmission Plant 
350.1 Land Rights 
350.2 Land 
352.1 Struct. and Impr. Non Sys Control 
352.,2 Smict. and Impr. Sys Control 
353.1 Station Equipment 
353.2 Syst ControVMicrowave Equip 
354 Towers & Fixtures 
355 Poles & Fixtures 
356 Overhead Conductors and Devices 
357 Underground Conduit 
358 Underground Conductors & Devices 
359 Transmission ARO's 

Total Transmission Plant 

497,590,725 

23,341,455 
1,232,665 
7,228,681 
1,154,520 

175,730,576 
14,749,281 
63,279,467 

100,687,186 
132,799,950 

448,760 
1,114,762 

2006 Depreciation 
New Under 

ELG RATES ELG 
3.20% 7,362 
3 19% 24,252 
3 30% 9,055 
3 76% 20,627 
4 81% 1,393 
4 13% 367 
4 13% 366 
4 14% 377 
4.13% 376 
197% 705 

187,829 

20,411,068 

112% 261,424 
0 00% - 
175% 126,502 
163% 18,819 
2.46% 4,322,972 
0 56% 82,596 
130% 822,633 
2 91% 2,929,997 
2 05% 2,722,399 
3.19% 14,315 
145% 16,164 

1 1,027 
521,778,335 11,317,822 
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Charnas 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30,2008 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 

Distribution Plant 
360.1 Land Rights 
360 2 Land 
361 Structures and Improvements 
362 Station Equipment 
364 Poles Towers & Fixtures 
365 Overhead Conductors and Devices 
366 Underground Conduit 
367 Underground Conductors & Devices 
368 Line Transformers 
369 Services 
370 Meters 
371 Installations on Customer Premises 
373 Street Lighting & Signal Systems 
374 Asset Retirement Cost - Distribution 

Total Distribution Plant 

General Plant 
389.2 Land 
390 1 Structures & Improvements 
390 2 Improvements to Leased Property 
391 1 Office Furniture & Equipment 
391 2 Non PC Computer Equipment 
391 3 Cash Processing Equpment 
391 4 Personal Computer Equipment 
392 Transportation Equipment 
393 Stores Equipment 
394 Tool, Shop & Garage Equipment 
395 Laboratory Equipment 
396 Power Operated Equipment 

1,496,173 
1,998,646 
5,058,913 

103,445,343 
212,85.3,185 
199,717,218 

1,546,234 
86,404,514 

248,482,289 
83,122,059 
65,364,852 
18,284,592 
53,771,544 

__. 
18,611 

1,081,564,173 

2,575,973 
29,901,859 

53 1,973 
6,548,609 

10,163,473 
448,191 

2,486,306 
18,955,798 

735,053 
5,473,498 
3,160,382 

270,942 

0.70% 10,473 
0.00% 
2 00% 101,178 
2.82% 2,917,159 
3.25% 6,917,729 

2.06% 31,852 
2.86% 2,471,169 
3.83% 9,516,872 
2.51% 2,136,237 
2.79% 1,823,679 
3.05% 557,680 
3.16% 1,699,181 

36,63 1,247 

4.23% 8,448,038 

O.,OO% 
2.30% 
2.04% 
4 19% 

10.14% 
23.26% 
21.10% 
20.,00% 

5.25% 
4.75% 

27.,42% 
6.62% 

687,743 
10,852 

274,387 
1,030,576 

104,249 
524,610 

3,791 , I  60 
38,590 

259,991 
866,577 

11,936 
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Cliarnas 
Kentucky Utilities Company 

Annualized Depreciation 
as of April 30,2008 

Depreciable 2006 Depreciation 
Balance New Under 

Property Group 4-30-08 ELG RATES ELG 
397 10 Communication Equipment - Carrier 8,835,076 7 13% 629,94 1 
397.20 Communication Equip - Remote Contrc 3,913,060 7 95% 311,088 
397 30 Communication Equipment - Mobile 5,087,846 7.30% 371,413 
398 Misc Equipment 

Total General Plant 
373,590 20.54% 76,735 

99,461,628 8,995,849 

Total Plant in Service 3,917,180,939 

Total Annual Depreciation excluding ARO amounts 

Less Amounts not included in Income Statement Depreciation 
Coal Cars 
Brown Gas Pipeline 
TC Gas Pipeline 
Account 139200 Transportation Equip. 

Subtotal 

Total Annualized Depr less ARO and Amts not in Inc St Depr 

Less ECR Depreciation 

Total Annualized Depreciation excluding ECR and ARO 

129,236,140 

184,298 
226,161 
170,239 

3,791,160 
4,371,858 

124,864,282 

13,327,774 

11 1,536,507 
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CharnaslSpanos Kentucky Utilities - ECR April 2008 

2001 Plan 

Proiect 16 -- NOx Ghent Plant 
Ghent 4 
Investments 
Retirements, Original Cost 
Ghent 2 
Investments 
Retirements, Original Cost 
Proiect 17 -- SCRs and NOx Modifications 
Tyrone 3 -- Orieinal In-service 
amount 
Investments 
Retirements, Original Cost 

Tyrone 3 -- Deeember 2004 Additions 
Investments 
Green River 3 Orieinal Investments 
Investments 
Retirements, Original Cost 
Green River 3 December 2004 
Additions 
Investments 
Brown 2 Original Investment 
Investments 
Retirements, Original Cost 
Brown 2 December 2004 Additions 
Investments 
Ghent 3 Original Investment 
Investments 
Retirements, Original Cost 

1 /1/2002 

(44,3 11) 
3/1/2002 

5,224,392 
(41,180) 

4,551,149 

11/1/2001 
1,262,166 
(21 6,58 1) 

12/1/2004 
87,293 

7/1/2002 
1,358,579 
(149,233) 

12/1/2004 
269,265 

12/1/2002 
1,937,045 
(918,431) 
12/1/2004 
776,167 
3/1/2004 

71,476,281 
(1 72,301) 

2006 
Proposed 

ELG Rates 

2.94% 

2.45% 

4.30% 

4.30% 

3 39% 

3.39% 

3.15% 

3.15% 

2.76% 

ELG 
Annual 
Amount 

133,803.78 
(960.00) 

127,997.60 
(756 00) 

54,273.14 
(4,608 .00) 

3,753.60 

46,055.83 
(2,892 00) 

9,128.08 

61,016.92 
(26,448.00) 

24,449.25 

1,912,745.36 
(3,828.00) 



Kentucky Utilities - ECR April 2008 

Ghent 3 December 2004 Additions 
Investments 
Ghent 3 April 2005 Additions 
Investments 
Ghent 4 Orivinal Investment 
Investments 
Retirements, Original Cost 
Ghent 4 December 2004 Additions 
Investments 
Ghent 4 April 2005 Additions 
Investments 
Brown 3 Original Investment 
Investments 
Retirements, Original Cost 
Brown 3 December 2004 Additions 
Investments 
Brown 3 April 2005 Additions 
Investments 
Ghent 1 Original Investment 
Investments 
Retirements, Original Cost 
Ghent 1 December 2004 Additions 
Investments 
Ghent 1 April 2005 Additions 
Investments 
Ghent 2 - December 2004 Addition 
Investments 
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CharnaslSpanos 

12/1/2004 
2,958,119 

3/1/2004 
2,971,181 

4/1/2004 
53,324,763 

(21 6,248) 
12/1/2004 

3,288,376 
411 /2004 

3,518,957 
5/1/2004 

2,102,228 
(848,647) 
12/1/2004 
364,407 
5/1/2004 

754 
5/ 1 /2004 

56,004,868 
(113,614) 
12/1/2004 

9,617,570 
5/1/2004 

3,520,209 
12/1/2004 

13,192 

2006 
Proposed 

ELG Rates 

2.76% 

2.,76% 

2.94% 

2.94% 

2.94% 

2.95% 

2.95% 

2.95% 

4.02% 

4.02% 

4.02% 

2.45% 

ELG 
Annual 
Amount 

81,644.08 

82,004.61 

1,567,748.03 
(4,668.00) 

96.678 26 

103,457.,34 

62,O 15,73 
(33,180.00) 

10,750.01 

22.24 

2,251,395.69 
(3,540.00) 

386.626.31 

141,512.40 

323.20 



Kentucky Utilities - ECR April 2008 

GH1 SCR Catalyst Addition Mav 
- 2006 
Investments 

2001 Plan Additions 
2001 Plan Retirements 

2003 Plan 
Proiect 18 - Ghent Ash Pond 

Investments 

2005 Plan 
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2006 ELG 
Proposed Annual 

ELG Rates Amount 

5/1/2006 
2,112,857 4.02% 84,936.84 

226,739,818 
(2,720,546) 

12/1/2003 
16,148,295 2.94% 474,759,,87 

Proiect 19 -Ash Handlinp at Ghent 1 and Ghent Station 
Ghent Station -Ash Pipe Rep1 Additioi 
Investments 398,915 2.94% 11,728 11 
Retirements, Original Cost (292,425) (6,3 12 00) 
Proiect 21 - FGDs 
Ghent 3 61 1 12007 
Investments-Total 136,503,019 4.01% 5,473,77 1.06 
Retirements, Original Cost (4,047,526) (89,220.00) 

Investments-Total 7,334,344 2.95% 21 6,363.14 
Retirements -- Original Cost (74,700) (2,916.00) 

4/1/2006 

--- 

Brown Training BlddWarehonse 12/1/2007 

2005 Plan Additions 
2005 Plan Retirements 

144,236,278 
(4,414,65 1) 
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CharnaslSpanos Kentucky Utilities - ECR April 2008 

2006 Plan 
Proiect 25 -Mercury Monitors 
Tyrone 3 
Investments 
Brown 3 
Investments 
Ghent 4 
Investments 
Green River 4 
Investments 
CEMS Stackvision EDR Uwrade 
Investments 
Proiect 27 -- ESP 

Investments 
Retirements, Original Cost 

Brown 

2006 Plan Additions 
2006 Plan Retirements 

Total Additions 
Total Retirements 

2006 
Proposed 

ELG Rates - 

12/3 1/2006 

12/3 112006 

12/3 1/2006 

12/31/2006 

10/1/2007 

18,149 4.30% 

68,158 2.95% 

45,279 2.94% 

18,164 4.50% 

115.540 20.00% 

6/15/2006 
46,715 2.95% 

(32,691) 

3 12,005 
(32,691) 

387,436,395.58 

380,268,507.71 
(7,167,887.87) 

ELG 
Annual 
Amount 

780.39 

2,010.66 

1,331.21 

817.36 

23,108.00 

1,378.1 0 
(1,284.00) 

Total Depreciation Expense - ELG 13,327,774.21 
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Charnas/Spanos Kentucky Utilities Company 
Environmental Surcharge Depreciation 

Period Ended April 30,2008 

Depreciation Per ECR Filings 
May-07 
June-07 
July-07 

August-07 
September-07 

October-07 
November-07 
December-07 

January-08 
February-08 

March-08 
April-08 

Total Per ECR Filings 

495,449 
810,503 

1,132,99 1 
1,132,991 
1,132,991 
1,133,954 
1,134,917 
1 , I  46,622 
1,158,571 
1,158,571 
1,158,571 
1,158,571 

12,754,702 

Financial Statement Depreciation Year Ended April 30,2008 - Page 13 
Depreciation 118,828,023 

335,141 
Amortization Expense 
Total 
Exclude ARO 
Exclude ECR Filings 
Financial Statement Depreciation excluding ARO and ECR 

Depreciation for Asset Retirement Costs 
5,193,055 

124,356,219 
(335,141) 

(1 2,754,702) 
1 1 1,266,376 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 7 

Responding Witness: Shannon L. Charnas 

Q-7. For each item included in the test year above-the-line operating expenses that 
involve an amortization of an unamortized balance, please provide the following 
information in the same format and detail as per the response to AG-1-17 in 
LG&E’s prior rate case, Case No 2003-00433: 

a 

b 

c 

d 

Account number and title of the amortization and the amortization expense 
included in the test year for rate making in this case. 
The date and amount of the original unamortized balance, the established 
amortization period and resultant annual amortization amount 
The unamortized balance as of 4/30/08 and the expected expiration date of the 
amortization 
Explanation whether the amortization has been approved for rate inclusion by 
the PSC and a reference in which Order the PSC granted this rate making 
treatment 

A-7. See attached. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 8 

Responding Witness: Valeric L. Scott 

Q-8. The Company's balance sheet as of 4/30/08 shows a total K.Y jurisdictional 
accumulated deferred income tax (ADIT) balance of $308,318,833 under 
Deferred Credits and a total jurisdictional prepaid ADIT balance of $47,013,194 
under Deferred Debits, for a net per books jurisdictional ADIT balance as of 
4/30/08 of $261,305,639" In this regard, please provide the following information: 

a. Provide detailed breakout and a description of all of the components making 
up the above-referenced total jurisdictional ADIT balances, also indicating 
which of these ADIT components have been considered for rate base 
inclusion and which have not and why not. 

b., Reconcile the ADIT components to be identified in part (a) above as having 
been considered for rate base inclusion to the jurisdictional electric ADIT 
balance of $256,897,609 shown on Rives Exhibit 3, page 1, line 7. 

a. The ADIT jurisdictional amounts provided on PSC 1-13 have been revised. 
The attached spreadsheet reflects the revised deferred tax amounts. 

Accumulated deferred income taxes are maintained on a total company basis 
only and are not maintained by Kentucky jurisdiction or other jurisdictions, 
Therefore, the attached spreadsheet provides the detailed breakout of the total 
Company ADIT balances and allocates the Kentucky and other jurisdictions 
ADIT asset and liability totals. 

Amounts excluded from rate base are the investment in EEI due to EEI being 
a non-regulated investment activity. Other ADIT components excluded from 
rate base include non qualified benefits, charitable contributions, and deferred 
taxes related to an environmental assessment. 

A-8. 

b. See attached. 









KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 9 

Responding Witness: Valerie L. Scott 

Q-9. Attachment to Response to PSC-l-I3(a)(b), pages 3 and 6 show a net 
jurisdictional FAS 109 ADIT balance of $17,892,975 in accounts 182328 through 
182331 and accounts 254001 through 254004. Please explain why the Company 
has not used this net balance of $17.9 million as a rate base deduction, similar to 
what it did in the Company’s prior case, Case No 200340434, 

The Company did include accounts 182328 through 18233 1 and accounts 254001 
through 254004 in the rate base deductions These amounts are included in line 7 
“Accumulated Deferred Income Taxes’’ along with the 190, 282 and 283 
accounts. Also see attached schedule. 

A-9. 



Attachment to Response AG-1 Question No. 9 
Page 1 of 1 

Scott 
Kentucky Utilities Company 

Case No 2008-00251 
Attorney General - 1st Data Response 

Question 9 

Revised response to PSC 1st Data Request, 13(a)(b) 

Total Kentucky Other 
Accounts Company Jurisdiction Jurisdiction 
182328-182331 7,156,565 6,092,275 1,064,290 
190001-19001 1 50,537,997 43,022,234 7,515,763 
25400 1-254004 
282001-2830 12 
Net 

(28,035,898) (23,866,536) (4,169,362) 
(331,434,967) (282, 145.582) (49,289,385) 
(301,776,303) (256,897.609) (44,878,694) 

Rives Exhibit 3 pg 1 of 3 (293,644,797) (256,897,609) (36,747,188) 

Difference (8,131,506) 0 (8,131,506) 

The difference is due to the below the line deferred tax balances in the 190 and 283 accounts 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for information of the Attorney General 
Dated August 27,2008 

Question No. 10 

Responding Witness: S. Bradford Rives 

Q-lo. The Company has proposed to exclude all ARO-related assets, liabilities and 
accumulated depreciation from rate base. In this regard, please provide the 
following information: 

a 

b 

Why hasn’t the Company removed all associated ARO-related capital from 
the capitalization on Rives Exhibit 2? 
If all ARO-related capital were to be removed from the capitalization, what 
would be the net capitalization dollar amount adjustment and how would it 
change the electric capitalization adjustment balance of $40,955,983 on Rives 
Exhibil2, page 2? 

A-10 a. and b See the response to PSC-2 Question No 96 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 1 I 

Responding Witness: Shannon L. Charnas 

Q-11. With regard to the average test year M&S, prepayment and emission allowances 
balances shown on lines 17 through 19 of Rives Exhibit 3, page 1, please provide 
the following information: 

a. Schedule showing the actual monthly M&S, prepayment and emission 
allowance balances from which the 13-month average rate base inclusions 
shown on Rives Exhibit 3 were derived. In addition, show the calculations for 
the prepayment balance adjustment. 

b. Actual monthly M&S, prepayment and emission allowance balances for all 
months after the test year through to date. 

A-1 1 I a. See attached. Emission allowances are shown as of the balance sheet date of 
April 30, 2008. A 13-month average is not calculated. There are no 
prepayment balance adjustments. Prepayments include only account 165001, 
Prepaid Insurance. 

b. See attached. 



(a) 

May 
April 2007 

June 
July 
August 
September 
October 
November 
December 
January 2008 
February 
March 
April 

Iotal 

13-month Average 

Materials & 
Supplies 

S 25,633.096 
25,711.017 
25,920,006 
26,003.660 
26,573,378 
26,521.21 I 
26,453,370 
26,588,017 
27,310,026 
27,4 14.374 
27,811,764 
27,633.554 
28,045,638 

$347,679,1 I 1  

$ 26,744,547 

Kcntuchy Jurisdictional 
Allocation Faclors 0 86173 

Kentucky Jurisdictional 
Balances $ 23,046,632 

Other Jurisdictional $ 3,697,915 
Balance 

(b) 
May $ 28,176,795 
June 28,4 I9,7 I9 
July 28,921,508 
Augusl 29,348,359 
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Kentucky Utilities Company 

13-Month Average Calculations 

Undistributed 
Stores Expense 

$ 6,079,521 
6,010,639 
6,260,839 
6,294.406 
6,358,651 
6,551.506 
6,569,540 
6,404, I30 
6,454,808 
6,542,042 
6,350,194 
6,468,115 
6,524,614 

$ 82,935,611 

$ 6,319,661 

Fuel 
Inventory 

$ 62,663,137 
68,536,308 
67,016,276 
63,592.591 
60,806.232 
48,956,338 
55,304,719 
52,764,896 
41,770,628 
41,778,205 
40,174,766 
36,893,400 
46,641,681 

$ 686,905,243 

$ 52,838,865 

Total 
M&S 

$ 94,375,160 
100,317.964 
99.1 91, I2 I 
95,890,657 
93,138,261 
82,035,055 
88,327,689 
85,757,043 
15,595,462 
15,734,621 
74,336,724 
70,995,129 
8 I ,217,939 

$1.1 17,520,025 

$ 85,963,079 

Prepayments 

$ 2,120,224 
1,785,944 
1,456,930 
1,121,172 

786,614 
451,456 
116,298 

2,429,887 
2,260,935 
2,706,743 
2,4 19,842 
2,132,942 
1,846,041 

$2 1,635,628 

$ 1,664,279 

086173 0 8684 I 0 87799 

$ 5,497,550 $ 45,885,915 $ 14,430,157 $ 1,461,220 

$ 882,117 $ 6,952,890 $ 11,532,922 $ 203,059 

f 6,498,164 $ 56,160,099 $ 90,835,058 $ 1,559,141 
6,360,858 55,673,866 90,454,443 1,253,470 
6,422.213 46,798,591 82,142,312 969,697 
6,400,985 55,005,776 90,755,121 685,925 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 12 

Responding Witness: S. Bradford Rives 

Q-12. With regard to the electric CWC adjustment of ($1,942,732) shown on Rives 
Exhibit 4, line 20, please provide the following information: 

a. Confirm that, based on the CWC calculation methodology used by the 
Company, the CWC adjustment of ($1,942,732) incorporates lBLh of the 
proposed depreciation expense adjustment of $236,248 Rives Exhibit 1, page 
1, line 17) and of the proposed taxes other than income tax adjustments of 
$447,054 and ($208,516) on Rives Exhibit 1, page 2, lines 36, and 37. If you 
do not agree, explain your disagreement. 

b. Confirm that if one were to appropriately remove these depreciation expense 
and taxes other than income tax adjustments from the CWC calculations, this 
would change the proposed CWC decrease amount of ($1,942,732) to a 
revised and corrected CWC decrease amount of ($2,002,080). If you do not 
agree, explain your disagreement. 

A-12. a. The Company agrees and confirms. 

b. The Company agrees and confirms, 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 1.3 

Responding Witness: Robert M. Conroy 

Q-13. The April 2008 Monthly Financial Report shows that the unadjusted test year 
O&M expenses include $472,287,284 for fuel expenses. In this regard, please 
provide the following information: 

a What portion of these total fuel expenses of $472,287,284 represents fuel 
expenses recovered through the separate FAC rate recovery mechanism and 
which portion is recovered through the Company’s base rates? 

b. Reconcile the expense amount recovered through the FAC to be provided in 
response to part (a) to the test year FAC fuel expense of $96,155,056 shown in 
Rives Exhibit 1. Schedule 1 03 

A-13. a. FAC and base fuel recovery, on a cents per kWh sold, includes in addition to 
fuel burned, purchased power expenses, and credits for the fuel and purchased 
power expense incurred to make off-system sales. Additionally, some fuel 
expense included in test year fuel expenses may have been excluded from the 
FAC due to the forced outage exclusion in the FAC regulations Therefore, 
the Company is not able to determine what portion of total fuel expense is 
recovered through the FAC. 

b. FAC fuel expense as shown in Rives Exhibit 1, Schedule 1 03 is a calculation 
of the amount of expense KU was allowed to recover from its Kentucky retail 
customers. It is reported as fuel expense based on the assumption that absent 
timing differences, KU will recover 100% of its allowed expense from 
customers. However, KU’s FAC is calculated on the basis of total expenses 
and is applied only to Kentucky retail customers Therefore, the requested 
reconciliation cannot be performed. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 14 

Responding Witness: Shannon L. Charnas 

Q-14. Page 5 of 8 of the Volume 1 Financial Exhibits included in the Filing 
Requirements shows that the unadjusted test year net operating income includes 
($583,107) for gain on the disposition of allowances and $1,901,344 for Accretion 
Expense. In this regard, please provide the following information: 

a. Explain the reasons for and nature of the $456,255 gain on disposition of 
allowances. 

b. Provide the equivalent actual gains on disposition of allowances in each ofthe 
3 years prior to the test year. 

c. Explain the reasons for and nature of the $1,901,344 Accretion Expense. 
d. Provide the equivalent actual Accretion Expenses in each of the 3 years prior 

to the test year. 

A-14. a. The gain of $583,107 results from the approximately 2.8% of allowances 
allocated to KU each year and sold through the U S .  EPA allowance auction 
in March. The appropriate portion of the gain has been reflected in the ECR 
calculations. 

b. The gain on disposition of allowances for the years 2005, 2006 and 2007 was 
$1,108,364, $1,283,929 and $706,852, respectively. 

c. The ARO liability at any point in time is recorded at the net present value of 
the estimated future cost of the removal obligation. The $1,901,344 in 
accretion expense is the period-to-period increase in the carrying amount of 
the ARO liability that accounts for the time value of money. As explained in 
PSC-2 Question No. 94 all aspects of ARO assets and liabilities have been 
removed for ratemaking purposes. 
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d. The accretion expense in each of the 3 years prior to the test year is as 
follows: 

Accretion 
Expense 

Year ended 12/31/07 $ 1,861,362.72 
Year ended 12/31/06 $ 1,747,614.99 
Year ended 12/31/05 $ 1,388,148.00 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 15 

Responding Witness: Valerie L. Scott 

Q-15. With regard to the unadjusted test year Taxes Other Than Income Taxes of 
$16,998,492, please provide the following information: 

a. Breakout of these total tax amounts by Taxes Other Than Income Tax 
components. 

b. Actual Taxes Other Than Income Taxes, in total and broken out by lax 
component, for the years 2005, 2006 and 2007,. 

c. Explain why Volume 3 ,  Tab 42 lists the unad,justed taxes o/t income taxes in 
the amount of $31,059,519. 

A-15. a. See attached. 

b. See attached 

c. The $31,059,519 listed in Volume 3, Tab 42 - line 10 - Taxes Other Than 
Income Taxes, is the Investment Tax Credit. This amount should have been 
included in line 11 - Income Taxes - Federal, State, and Deferred for a total 
of $66,273,490. Line 10 -Taxes Other Than Income Taxes should have been 
$16,998,492. A revised Income Statement is attached. 
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Kentucky Utilities Company 
Case No. 2008-00251 
Case No. 2007-00565 

Taxes Other  Than Income Taxes by Tax Component 

Total Company 
12 Months Ended 12 Months Ended 4/30/2008 

Jurisdictional Kentucky 
Description Total Company Yo Jurisdictional 12/31/2007 12/31/2006 12/31/2005 

Property Tax $ 11,388,302 0 8804 ( I )  $ 10,026,Ol I $ 10,864,407 $11,367,261 $ 10,482,653 
Fedcral & State Unemployment 248,757 08914 (2) 22 1,739 179,964 182,437 58.1 38 
FICA 5,631,081 08914 (2) 5,019,479 5,717,315 5,469.567 5,166,154 
PSC Fee 1.769.547 - 1.769.547 1,727.606 1,535,521 703.1 74 
Miscellaneous 
Total 

(43,852) 08730 ( 3 )  (38,284) (50,215) 48,282 45,975 
$ 18.993335 $ 16,998,492 $ 18,439,077 $ 18.603.068 $16,456,094 

( I )  Jurisdictional Allocator - NEIPLANT from the KU Jurisdictional Separation Study 
(2) Jurisdictional Allocator - LABOR from the KU Jurisdictional Separation Study 
(3) Jurisdictional Allocator - PLANT from the KU Jurisdictional Separation Study 
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I O P E U I I N G  REVENUES 
2 SdCI (0 Uliimnlc conrvmcrr 
3 Snler far Rcrnle 
.I Mirerliuncour 
5 Told Operating Revenue6 
6 
1 OPERATING EXPENSES 
8 Opcmtion m d  h$ninmancc 
9 Dcpmsiotian md Amonirniion 

I I lncomc Taxer 
I2  Told U~ility Opcrofing Enpcnrei 
13 Net Uliliiy Oprnling I ~ C U ~ E  
I4 

IO T~~~~ othcrnim inCUm~.rGXCI 

I S  Ncl OUwlncom~und  Dcduciionr 
16 
17 Ncl I n i r r r r ~ C h w c r  
18 
I9 Ncf lnwinc 
20 
21 Net Ineom~ Avuilnblr for Common 

liENIUCKY UIILIIIES COMPANY 
Rcviicd income Stnccrncnl 

I 2  Months Ending April 30. 2008 

Jurirdielinn*l Adjunmcou 
Electric 1°C (De<) Adiuslcd 

I 100.598.589 I .  100.598.589 
.47.398,641 ~17.198.641 

6.lS8.81 I 6.158.81 I 
I.IS4.IS6.04I ( 1 )  013.458.131) 1020.697.910 

188.240.01 I 12) (108.178.360) 
108~502.421 (3) 236,248 
16.998.492 1.1) 132.338 

680,061.651 
108.738.&9 

11.110.830 
66.213.490 ( 5 )  110.208.6291 56,064.861 

980.014.414 - (I 17,818,403) 862.196.01 I 
17.1.14 1.627 (15~619.728) 158.501.899 

56,136,895 16,236,895 

111.904.732 (1S.639.728) 102.265.004 

111.904.732 (15,639,128) 102.265.001 

NCI o L c r  incume ond deductions arc not rrrigncd to K m u c ! q  jutiidiclion 

(I) see B ~ I I ~  ~xl,ibit I ror dlc raiiuwinp: 
Srhcdvlc I O 0  (6.878.000) 
Schcdule I O 1  18.568.411 
Schcdulc 102 3.as.sso 

scccanroy Exhibit I f o i h  ro i io~ny ,  
Schedlilc I03 (I 16.253.633) 
Sehedulc I o 4  98.267 
Schcdutc I OS (54.342.557) 
Schrdulr I 0 6  21.935.653 
Srhcdirle I07 (311.295) 

Schedule I O 8  90~748 
SicChnmur Exhibit I far Lhc following: 

Schedulc I O 9  I i.6n2. 129 
Schedule I 10 (4429.150) 

See Srclyc Exhibit 1 for Lhc railwing: 
Schcdulc I I 1  (8.721.229) 
Srlirdulc I I2 14.243.04Sl 

1133..158.131~ 

I?) scc canray Exhibit I forLhc rollawing: 
Schcdulc I 0 3  
Schcdulc I 0 5  
Sdicdulc I 0 6  

Sclicdille I I I 
Schcdillc I I2  

Schcdule I I 5  

SCCSICI~C Ediihii I rardlc rdiowing, 

sccscoif Exhibit I furthhc rollwing: 

Sshedulc I I6 
Schcdulc I 17 
Schcdule I23 
Schcduls I 25 

Scc Chmnc Exhibit I forox following: 
Seltedulc I O 8  
Schedule I l o  
Sshcdulc I 18 
SdIcduIe I 19 
Schrdule I 2 0  
Sdicdule I 2 1  
Schedlilc I22 
Seltcdulc I 27 
Schedule I 2 8  
Schcdulc I 2 9  
sshcdulc I 30 
Schedule I 3 1  

s r c ~ c ~ ~ n r ~ x h i b i t  I io rd ic  raiinwinc: 
Sclirdulc I 26 

SceSco,tlBellnrEhibi, I forflic followiog: 

scc Rivcr hh ib i i  I for Lhhc rollowin&: 
Schedule I 24 (1.338.790) 

Schedulc 1 32 2.005.628 
1108.178.360) 

(96 155.056) 
(16.467.656) 

8.506 554 

(4.355.146) 
(2.747 550) 

1.456.169 
(152.671 j 

1.1 14.405 
1961.979 
2.721.857 

(8.127) 
(4.417.148) 

664.233 
(436.901) 

(37.986) 
(491.965) 
324.904 

(9.S85j 
978.32') 

65.522 
198.608 

1,199,403 

(2.731.170) 

(3)  SecChnmar Exhibil I Tordie idlowing: 
Sshcdvlc I 14 236.248 

( I )  scc scatt Exhibii I for dSc roiiowing: 
Schedulc I I 5  93.800 
Schcdulc I 3 3  441.054 
Schdule I 3 4  1208.5161 

332.338 

Sehcdulc I 41 709.277 
(10.208.629) 

I 

Scott 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 16 

Responding Witness: Shannon L. Charnas 

Q-16. For each of the miscellaneous operating revenue categories in accounts 451, 454 
and 456, shown on page 5 of 8 of Volume 1 - Financial Exhibits, provide the 
actual revenues for each of the 12-month periods ending 4/30/05,4/30/06,4/30/07 
and 7/31/08. Also, provide a brief description of the nature of each of these 
miscellaneous revenue categories. 

A-16. 
12 months ended 1.2 months ended 12 months ended I2 months ended 

o4/30/07 o4/30/06 o4cio/o5 
Electric Ouerations 

Miscellaneous Service Revenue $1,326,250 $1,345,878 $1,470,230 $1,347,928 
Rent from E.lectric Property 2,001,718 2J5 1,459 1,980,209 1,936,l 12 

19,472,597 Other Electric Revenues 1,887,040 14,611,907 43,988,l I2 

Below is a description of the accounts from the LJniform System of Accounts. 

Miscellaneous Electric Service Revenue (Account 451): Revenue for all 
miscellaneous services and charges billed to customers which are not specifically 
provided for in other accounts, including the following: 

1. Fees for changing, connecting, or disconnecting service. 
2. Profit on maintenance of appliances, wiring, piping, or other installations on 

customers' premises 
3 Net credit or debit (cost less net salvage and less customer payments) on 

closing of work orders for plant installed for temporary service under one 
year. 

4. Recovery of expenses in connection with current diversion cases. 

Rent from Electric Property (Account 454): Rental revenue for the use by 
others of land, buildings, and other property devoted to electric operations by the 
utility Also includes amounts received by the utility for interest, return, or in 
reimbursement of taxes or depreciation on the property when property owned by 
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the utility is operated jointly with others under a definite arrangement fox 
apportioning the actual expenses among the parties to the arrangement. 

Other Electric Revenues (Account 456): Operating revenue not included in 
categories above, including the following: 

1. Commission on sale/distribution of electricity of others when sold under rates 
filed by such others. 

2 Compensation for minor/incidental service provided for others such as 
customer billing, engineering, etc. 

3 .  Profit/loss on sale of materials & supplies not ordinarily purchased for resale 
and not handled through merchandising and jobbing accounts. 

4. Sale of steam excluding steam heating or steam transfer among joint facility 
operations. 

5. Transmission of others' electricity over utility's transmission facilities. 
6 .  Revenue from rightdbenefits received from others through R&D and 

demonstration ventures. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 17 

Responding Witness: Valerie L. Scott 

Q-17. As shown on Rives Exhibit 1, Schedule 1.42, through its proposed revenue 
conversion factor, the Company has proposed to charge the ratepayers for bad 
debt and PSC assessment expenses (at ratios of 203% and “1603%) associated 
with the proposed electric and gas rate increases in this case. Please confirm this., 

A-17. Yes, the Company has proposed to gross-up revenues for bad debt expenses at 
0.2030% and PSC assessment expenses at 0.1603%. See also Question No. 3. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 18 

Responding Witness: Lonnie E. Bellar / Shannon L. Charnas 

Q-18. With regard to the unbilled revenue data shown on Rives Exhibit 1, Schedule 
1 .OO, please provide the following information: 

a. Do the unbilled revenue amounts for 4/30/07 and 4/30/08 shown on Schedule 
1.00 represent unadjusted unbilled revenues as they were recorded on the 
Company’s books and records as of 4/30/07 and 4/30/08? If not, explain what 
they represent. 

b. Confirm that the unbilled revenues of $32,325,000 as of April 30, 2007 
include not only unbilled base rate revenues, but also unbilled FAC, ECR and 
DSM revenues. If you do not agree, explain your disagreement. 

c. Please identify what portion of the unbilled revenues of $32,325,000 as of 
April 30, 2007 represents unbilled base rate revenues and what portion 
represents unbilled FAC, ECR and DSM revenues. 

d. Confirm that the unbilled revenues of $39,203,000 as of April 30, 2008 
include not only unbilled base rate revenues, but also unbilled FAC, ECR and 
DSM revenues. If you do not agree, explain your disagreement. 

e. Please identify what portion of the unbilled revenues of $39,203,000 as of 
April 30, 2008 represents unbilled base rate revenues and what portion 
represents unbilled FAC, ECR and DSM revenues. 
Confirm that the unbilled revenue difference of $6,878,000 includes not only 
unbilled base rate revenues, but also unbilled FAC, ECR and DSM revenues. 
If you do not agree, explain your disagreement. 

g, Please identify what portion of the unbilled revenue difference of $6,878,000 
represents unbilled base rate revenues and what portion represents unbilled 
FAC, ECR and DSM revenues. 

h. Since all FAC, ECR and DSM revenues have been (and should be) eliminated 
from this rate case (because they are separately addressed in the FAC, ECR 
and DSM rate mechanisms), why would it be appropriate to make pro forma 
adjustments reducing the test year revenues for unbilled FAC, ECR and DSM 
revenues as the Company is proposing on Schedule 1 .OO? 
Explain why the Company has not reduced the pro forma bad debt expenses 
and PSC assessments by applying its proposed bad debt ratio of 203% and 

f. 

i. 
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PSC assessment ratio o f .  1603% to the proposed revenue reduction adjustment 
of $6,878,000. 

A-I 8. a. The unbilled revenue amounts for 04/30/07 and 04/30/08 shown on Schedule 
1.00 represent the unbilled revenues as they were recorded on KU's books and 
records on 04/30/07 and 04/30/08. 

b. The unbilled revenue of $32,325,000 as of April 30, 2007 includes unbilled 
ECR and DSM revenues in addition to unbilled base rate revenues. FAC 
revenues were not included in the electric unbilled calculation at April 30, 
2007; these were included in the monthly FAC accrual (see Rives Exhibit 1 ,  
Reference Schedule 1.09). 

c. The unbilled revenue of $32,325,000 for electric as of April 30, 2007 includes 
the following components: 

Unbilled Base Rates $3 1,660,884 
FAC 0 
DSM 133,312 
ECR 1 , I  16,699 

d. The unbilled revenue of $39,203,000 as of April 30, 2008 includes unbilled 
FAC, ECR, and DSM revenues in addition to unbilled base rate revenues. 

e. The unbilled revenue of $39,203,000 for electric as of April 30, 2008 includes 
the following components: 

Unbilled Base Rates $37,969,134 
FAC 409,208 
DSM 141,309 
ECR 1,404,291 

f ,  The unbilled revenue difference of $6,878,000 does include unbilled FAC, 
ECR, and DSM revenues in addition to unbilled base rate revenues. In April 
30, 2007, unbilled revenue did not include FAC unbilled revenues as it did as 
April 30,2008; however, these revenues were included in accrued revenue. 

g. The unbilled revenue difference of $6,878,000 includes the following 
components: 

Unbilled Base Rates ($6,308,250) 
FAC (409,208) 
DSM (7,998) 
ECR (287,592) 
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h. To fully eliminate the separate mechanisms, the Company has eliminated 
billed revenues for these mechanisms on Reference Schedules 1 .IO, 1.05, 
1.03. The amounts accrued were eliminated on Reference Schedule 1.09. The 
unbilled portion was removed in Reference Schedule 1.00. 

The PSC acljustment and bad debt ratio are calculated based on billed revenue, 
and are applied to billed revenue, thus no reduction is necessary to the 
proposed electric and gas revenue adjustments. 

i. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 19 

Responding Witness: Lonnie E. Beliar 

Q-19. Please reconcile the Merger Surcredit elimination adjustment amount of 
$18,568,431 shown on Rives Exhibit 1, Schedule 1.01 to the annual Merger 
Surcredit amounts shown in the tariffs in Volume 1, Tab 8. 

A-19. The actual Merger Surcredit revenues for the test period ending April 30,2008 are 
$18,568,431. This amount eliminates 100% of the Merger Surcredit from test 
period revenues. This amount does not equal the Savings to be Distributed 
amount on the tariff of $17,898,933 due to actual billing variances and the 
amortization of the lump sum settlement payment amounts of $1,069,892. The 
cumulative difference between actual billing amounts and the Merger Surcredit 
tariff amounts are trued-up through the balancing adjustment as prescribed in the 
tariff. 

Actual Per Balancing 
.12 Months Ended April 2008 Billing Tariff Adjustment 

Savings to be Distributed $17,498.539 $17,898,933 $ 400,394 

Settlement Payment Amortization 1,069,892 1,069,892 0 

Total Merger Surcredit $18,568,431 $18.968.825 $ 400,394 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 20 

Responding Witness: Lonnie E. Bellar 

Q-20. Please reconcile the VDT Surcredit elimination adjustment amount of $3,405,550 
shown on Rives Exhibit 1, Schedule 1.02 to the annual VDT Surcredit amounts 
shown in the tariffs in Volume 1, Tab 8. 

A-20. The actual VDT Surcredit revenues for the test period ending April 30, 2008 are 
$3,405,550 This amount eliminates 100% of the VDT Surcredit from test period 
revenues. This amount does not equal the Net Savings to be Distributed amount 
on the tariff of $3,360,000 due to actual billing variances. The cumulative 
difference between actual billing amounts and the VDT Surcredit tariff amounts 
are trued-up through the balancing adjustment as prescribed in the tarif€. 

Actual Per Balancing 
12 Months Ended April 2008 Billing Tariff Adjustment 

Net Savings to be Distributed $ 3,405,550 $3,360,000 $ (45,550) 

Total VDT Surcredit $3,405,550 $3,360,000 $ (45,550) 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 21 

Responding Witness: S. Bradford Rives 

Q-21. Since KU is a so-called “Option 1” company for ITC accounting purposes, is it 
true that for ratemaking purposes, KU must reduce rate base by the cumulative 
unamortized ADITC halance while not reflecting the annual amortization of the 
ADITC balance in the calculation of the annual income taxes? If this is not the 
case, please explain the correct ratemaking treatment 

Yes this is true. KIJ is an “Option 1” company for ITC accounting purposes 
This treatment is consistent with the method proposed by the Company and 
agreed to by the Commission in Case No 2007-00178. The rate base has been 
reduced by the unamortized ITC amount and no amortization of the ITC has been 
included in the calculation of the above-the-line annual income taxes 

A-21 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 22 

Responding Witness: S. Bradford Rives 

Q-22 Page 266 of the Company's 2007 FERC Form 1 shows that the 2007 ITC 
amortization for the 10% and 8% ITC amounted to $591,310 and that there was 
no ITC amortization for the 15% ACGT tax credit. The same FERC Form 1 page 
also shows that by 12/31/07, the Company had booked accumulated ACGT tax 
credits of $42,566,647 Please explain in detail why the Company increased its 
2007 annual income taxes by this cumulative ACGT tax credit balance of 
$42,566,647, as shown on page 114 of the same FERC Form 1 

A-22 The $42,566,647 does not represent the accumulated ACGT tax credits at 
12/31/07, but the ACGT activity for 2007. The $42,566,647 of ACGT tax credits 
has been directly offset in federal current income taxes, thus having no net income 
tax expense effect Please refer to page 261 of FERC Form 1 to see the current 
income tax expense offset. Below is an illustration using the 2007 calendar year 
amounts as to how the ACGT tax credit is recorded: 

Debit Credit 

CuIrent Tax Payable $ 42,566,647 
Current Tax Expense $42,566,647 
ITC Expense $42,566,647 
Accumulated Deferred ITC $42,566,647 

See also the Company's 2007 FERC Form 1 filed in Volume 2 of 5, section 32, in 
the Company's application 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 23 

Responding Witness: S. Bradford Rives 

Q-23. Page 5 of 7 of the Volume 1 Financial Exhibits show actual test year jurisdictional 
Investment Credit Adjustment - Net that increases the test year income taxes by 
$31,0593 19. In this regard, please provide the following information: 

a. Since the Company is a so-called Option 1 company for ITC regulatory 
accounting purposes, explain why the Company is reflecting any ITC 
amortization to determine its test year income taxes. 

b. Explain why the ITC Adjustment - Net amount increases the income taxes 
by $31.1 million rather than decreasing income taxes which usually is the 
case due to the ITC amortization tax credits. 

c. Provide the actual ITC amortization amounts booked in each of the years 
2003 through 2007 and compare these ITC amortization bookings to the 
test year net adjustment amount of $31,059,519. 

a. The Company is not reflecting any ITC amortization in determining its 
test year income taxes. The $31,059,519 does not relate to 1TC 
amortization. The $31,059,519 is the ITC claimed for the test period for 
the Advanced Coal Credit. As explained in the prior question, Question 
No. 22, the $31,059,519 is entirely offset in current federal taxes and 
therefore, has no net income tax expense effect. Please refer to the 
illustration of ACGT tax credit journal entry in the response to Question 
No. 22. 

A-23. 

b. The $31.1 million ITC adjustment is not amortization. It is the amount of 
accumulated ACGT added during the test year. The $3 l., 1 million is offset 
in current federal taxes which results in no net income tax expense effect. 

c. As explained in parts (a) and (b) above the $31,059,519 is not ITC 
amortization. See the attached schedule for the comparison of the 
amortization oflTC for years 2003 through 2007. 



Attachment to Response to AG-1 Question No. 23(c) 
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Rives 

Kentucky Utilities Company 
Case No 2008-00251 

Response to Attorney General 
Question 23c 

15% ACGT Pre 15% ACGT 
Year ITC Provided ITC Provided Total Provided 
2003 - 
2004 - - 
2005 - 
2006 12,000,000 - 12,000,000 
2007 42,566,647 42,566,647 

Test Year 35,89 1,647 - 35,891,647 

Tax 
ITC Amortized ITC Amortized Total Amortized Year - 

2003 (2,640,951) (2,640,951) . .  
2004 - iz j053j84~j  izi053,848) 
2005 - (1,699,404) (1,699,404) 

Test Year (498,975) (498,975) 

2006 (1,081,872) (1,081,872) 
2007 (591,310) (591,310) 

Year ITC Net ITC Net Total Net 
2003 (2,640,951) (2,640,951) 
2004 (2,053,848) (2,053,848) 
2005 - (I , ~ ~ , 4 0 4 )  (1,699,404) 
2006 12,000,000 ( 1,081,872) 10,918,128 
2007 42,566,647 (591,310) 41,975,337 

Test Year 35,891,647 (498,975) 35,392,672 

*Cornparison based on 100% of ITC booked in each given year Per question 
23c. the $31,059,519 is the Jurisdictional amount of ITC provided during the 
test year ($35.891.647 x 86 537% = $31,059,519) 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 24 

Responding Witness: S. Bradford Rives 

Q-24. With regard to the Company's ACGT (Coal Tax Credit) progress expenditure 
credits, please provide the following information: 

a. What is the cumulative jurisdictional ACGT tax credit balance as of4/30/08? 
b. Is it true that the income tax credits resulting from the amortization of the 

ACITC will not start until sometime in 2010 when TC2 is scheduled to go into 
service for tax purposes? If not, please explain. 

A-24. a. The cumulative amount recorded through April 30, 2008 is $57,766,647. The 
Kentucky jurisdictional amount at April 30,2008 is $49,989,467. 

b. The Energy Policy Act of 2005 provided for a new Advanced Coal Credit for 
new electric generation meeting stringent environment standards in addition to 
certain other criteria.. The Company applied for and was awarded a $101.25 
million tax credit by the Department of Energy. This award was subsequently 
reviewed and approved by the Internal Revenue Service. These credits will 
benefit the KU customers over the life of the Trimble County 2 facility. See 
also Application of Kentucky Utilities in Case No,. 2007-00178 for a further 
discussion of the credit and the related accounting and ratemaking treatment. 

While the Company is able to claim the ACGT for progress expenditures 
during construction, the amortization of the ACGT will begin when the unit 
goes into service, which is expected in 2010. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 25 

Responding Witness: Valerie L. Scott 

Q-25. Page 5 of 8 of the Volume 1 Financial Exhibits shows that the unadjusted test 
year total income taxes amount to $66,273,490 ($35,213,972 + $31,059,519). In 
this regard, please provide the following information: 

a. In the same format and detail as shown in LG&E's response to data request 
No. 25 in LG&E's prior rate case, Case No. 2003-00433, provide all of the 
income tax components and calculations that make up the total unadjusted per 
books test year jurisdictional income taxes of $66,273,490. 

b. Please provide the permanent timing difference items and amounts (e.&, 
preferred dividends paid, ESOP reinvestments, non-deductible meals and 
entertainment, non-taxable dividends paid, etc) included in the calculations of 
the Operating Account income taxes of $66,273,490. Indicate whether they 
involve taxable income deductions or additions. 

c,. Please indicate where exactly in this response the 2006 income tax true-up 
amounts of ($497,646) and $333,891 and the Kentucky Coal Credit of 
$598,704 shown on Exhibit 1, Schedule 1.41. are reflected. 

d. Please provide the total jurisdictional interest expenses used as taxable income 
deductions in the calculations of the operating income taxes of $66,273,490. 
Provide such interest amounts in total and broken out by interest expense 
component. 

A-25. a. See attached. 
The Company calculates income taxes on a total Company basis. The attached 
schedule allocates the actual total Company results to the Kentucky and Other 
Jurisdiction. The Kentucky jurisdictional factor used in Rives Exhibit 1, 
Reference Schedule 1.41 for the income tax adjustment is 93.025%. 

b. See attached 

c. The income tax true up amount of ($497,646), along with an additional federal 
adjustment of ($209,547), for a total of ($707,193), can be found on the 
attached schedule by adding the amounts from line 19, column 7 and line 40, 



Response to AG-1 Question No. 25 
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Scott 

columns 7. Also see response to PSC-2 Question No 1 18(a) for an additional 
federal adjustment of ($209,547). 

The income tax true up amount of ($333,891) is the sum of the amounts on the 
attached schedule on line 3 1, column 7 and line 47, column 7. 

The Kentucky coal credit can be found on the attached schedule line 32, 
column 7. 

d. See attached 
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Interest Expense for the 12 months ended 4/30/08 
Total 

Operating 

Long-Term Debt 56,189,348 
Amorrization of Debt Expense 739,209 
Other Interest 4,403,58 I 
Total used for income tax calculation 61,332,138 
Remove AFUDC Interest 1,379,941 
Adjusted Interest Total Company 62,712,079 . .  
Jurisdictional Percentage 73.94% 
Interest per Rives E.xhibit I ,  Schedule 1.40 46,369,3 1 I 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 26 

Responding Witness: Valerie L. Scott 

4-26” With regard to the Kentucky Coal Tax Credit referenced on Rives E.xhibit 1, 
Schedule 1.33, please provide the following information: 

a. Actual Kentucky Coal Tax Credits received by the Company in each of the 
years 2001 through 2007 and during the 12-month period ended 7/31/08. 
Provide each of these annual Coal Tax Credit amounts in total and as broken 
out between the portions of the total Coal Tax Credits applied first as income 
tax credits and then as property tax credits. 

b. Effective which date in 2009 will the Coal Tax Credit statute expire? Please 
provide actual source documentation in support of your response. 

c.  Is there currently information available concerning other potential tax credit 
statutes or mechanisms that will replace, in whole or partially, the effect of the 
current Coal Tax Credit statute? If so, provide all available details. 

See response to PSC-2 Question No. 116. For the twelve months ended 
7/3 1/08 the Company’s coal tax credit received was $2,490,758 based on the 
Kentucky coal purchases for calendar year 2007. The amount recorded as a 
credit to income tax expense for the twelve months ended 7/31/08 was 
$1,245,379, one half of the total credit. 

b. See response to PSC-2 Question No. 1 16(d). 

c. The Company is not aware of any potential tax credit statutes 01 mechanisms 
that would replace or extend the current Coal Tax Credit statute. Kentucky 
does have a statute for new clean coal facilities that was created in 2005 (KRS 
141.428) that provides a two dollar per ton credit for eligible Kentucky coal 
purchases. Facilities eligible for the “Kentucky Clean Coal Incentive” must 
be certified by the Environmental and Public Protection Cabinet. At the 
present time, no Company facilities qualify for this credit. 

A-26. a. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 27 

Responding Witness: Valerie L. Scott 

Q-27. With regard to the total jurisdictional Interest per Books (excluding Other 
Interest) amount of $46,369,311 shown on Rives Exhibit 1, Schedule L40, line 4, 
please provide the following information: 

a. Provide a detailed interest component breakout of the jurisdictional interest 
amount (excluding Other Interest) of $46,369,3 1 1. 

b. What actual jurisdictional interest amount has been used as a tax deduction in 
the determination of the Company’s unadjusted ,jurisdictional test year income 
taxes of $66,273,490 as compared to the total jurisdictional interest amount of 
$46,369,3 1 I ?  Please provide total interest amount and component breakout. 

c. Reconcile the total test year jurisdictional interest amount of $46,369,311 to 
the total unadjusted test year jurisdictional interest charges of $56,236,895 
shown on page 6 of 8 of !he Volume 1 Financial Exhibits. Provide this 
reconciliation in total and by interest component. 

A-27. a. See attached. 

b. See attached 

c. See attached 
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Kcnlucky Utilltics Company 
CASE NO. 20084NJ251 
CASE NO. 2007-00565 

Analysis oflnlcrcrt Chorgcr 
Apri l  30,2008 

I 2  Monlhs Ending 

lnlercst on Lung-ten Debt 
Loan Agrccnmt - I'ollution Control Bonds 

Mercer County 2000 Scrics A duc 05/01/23 Var?? 
Carroll County 2002 Scries A duc 021Oil32 VnP? 
Carroll County 2002 Scrics B due 02/01/32 Vur?? 
Muhlenburg County 2002 Scrics A due 02/0I/32 Vnr% 
Mcrccr County 2002 Scrics A due 02101132 Vw% 
Curroll County 2002 Scrics C duc 10/01/32 VGP? 
C ~ r r o l l  County 2004 Scrics A due 10/01/3J VnP? 
Carroll County 200.5 Series A due 06/01/35 Vnr?? 
Cnrroil County 2005 Scrics B duc 06/01/35 Vnr?? 
Carroll County 2006 Serics A duc 06/01/36 VuP? 
Carroll County 2006 Sciies C duc 06/01/36 Vnr?? 
Carroll County 2006 Scries B due 10/01/34 V u %  
Carroll County 2007 Scrics A due 02101126 VaP? 
lrirnblc County 2007 Scrics A due 03/01/37 Var?? 

Fidelia 
liardin Promissory Note 

Tutal 

Arnonizatioii of Debt Expense. Nct 
Amorlizction 01 Debt Eapcnic 
Amonhiion 01 L,osr on llencquircd Dcbt 

1 otill 

Othcr Intcrcst Charges 
Custorncrs' Deposits 
lntcrest on Debt to Associated Campanics 
AI-UDC Borrawcd Funds 
Other InlCreEt 

Toial 

Total Iiitcrest per books 

Dcducl Other Inlerc5t lo be cxcludcd 

Custorncrs' Deposits 
AFUDC Borrowed Funds 
O h  Inlcrcst 

.Total Interest to Exclude fur Other lntcrcst 

Intcrcst to lncludc Before KY Jurisdictional Applicvrion 

Pciccniagc o l  KY Jurisdictional Bare Ratc Base lo Company 
Ratc Base per Exhibit 3 page I o f 3  

Kentucky iuiisdictlonvl lntcrcst pcr books (excluding Otlicr lnlerc! 

$ 289,040 62 
668.579 44 
76.664 60 
76,664 60 

236,382 59 
3,980,229 33 
2,235,902 78 

534,538 31 
525.429 43 
716.659 43 
803,01949 

2,238,217 50 
312.642 73 
742,875 06 

42,341,091 59 
349.410.84 

$ 56.189.348 34 

291.703 44 
447.505.12 

s 139.208.56 

1,111,987 27 
5,783,521 71 

(1.379.940 85) 
(3,411.25) 

S 5312,156.88 

$ 62.440.713.78 

1, I 1 1.987 27 
(1,379,940 85) 

(3.41 1.25) 

$ (27 1.364.83) 

$ 62.712.078.61 

73.94% 

5 0  6 46.369.310.92 
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Interest Expense for the 12 months ended 4/30/08 

Long-Term Debt 
Amortization of Debt Expense 
Other lnterest 
Total used for income tax calculation 
Remove AFLJDC Interest 
Adjusted Interest Total Company 
Jurisdictional Percentage 
Interest per Rives Exhibit 1, Schedule 1 40 

Total 

Operating 

S 56,189,348 
739,209 

4,403,581 
61,332,138 

1,379,941 
62,712,079 

73.94% 
S 46,369,311 
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Kentucky Utilities Company 
CASE NO. 2008-00251 
CASE NO. 2007-00565 

Jurisdictional Interest per Rives E.xhibit 1, Schedule 1.40, line 4 

Percentage 0 1  KY Jurisdictional Base Rate Base to Company Rate 
Base per Rives Exhibit 3 page 1 of 3 

Total Company Interest E.xcluding Other Interest 

Customers' Deposits 
AFUDC Borrowed Funds 
Other Interest 

Total Company Test Year Interest Charges per Books 

KY Jurisdictional Percentage Allocator 

Total Unadjusted Test Year .Jurisdictional Interest Charges 

Scott 

$ 46,369,311 

73.94% 

$ 62,712,079 

1,111,987 
(1,379,941) 

(3,411) 

$ 62,440,714 

90.0645% 

$ 56,236,895 





KENTIJCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 28 

Responding Witness: Robert M. Conroy 

Q-28. Please provide a copy of the actual ECR Expense Roll-In source documentation 
referenced at the bottom of Rives Exhibit 1. Schedule 1.06. 

A-28 See attached. 
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Kentucky Utilities Company 

Calculation of ECR Roll-in At February 28,2007 
Calculation of Revenue Requirement for Roll-In: 

Environmental Compliance Rate Base 
Pollution Control Plant in Service 
Pollution Control CWiP Excluding AFUDC 

Additions: 
Emission Allowances. net of baseline 

Cash Working Capital Allowance 

Deductions: 
Accumulated Depreciation on Pollution Control Plant 
Pollution Control Deferred lncame Taxes 

Pollution Control Deferred lnveslment Tax Credit 

Subtotal 

Subtotal 

Sublolal 

Environmental Compliance Rate Base 

Rate of Return - Environmental Compliance Rale Base 

Return on Environmental Compliance Rate Base 

Pollution Conlrol Operating Expenses 
12 Month Deprecialion and Amortization Expense 
12 Month Taxes Other than income Taxes 
12 Month Operating end Maintenance Expense 
12 Month Emission Allowance Expense. net of amounts in base rates 

Total Pollution Control Operating Expenses 

Gross Proceeds from By-product & Allowance Sales 

Post-1994 Plan 
etFeb 28 2007 

240 437 631 
255.269.669 
495 707 700 

ES Form 2 00 February 2007 
ES Form 2 00 February 2007 

ES Form 2 00 February 2007 
ES Form 2 00 February 2007 

No 2007-00379 153.616 
1440 133 

1 288 517 

per corrections made in Case 

ES Form 2 00. February 2007 
ES Form 2 00. February 2007 

ES Form 2 00. February 2007 
as revised September 21. 2007 

16.772.692 
30.600.634 

2,049.747 
49.423.073 

$ 447.724.760 

ES Form 1 10. February 2007 
as revised Apnl23. 2007 11 52% 

$ 51,577,892 

See Support ScheduleA 5.927.060 
See Support Schedule A 4 2 5.0 0 2 
See Support Schedule A 1.228.923 
See Suppoit Scheduie A 3,162,168 

$ 10.743.151 

See Support Scheduie B 997.763 

Total Company Environmental Surcharge Gross Revenue Requirement - Roll In Amount 

Return an Environmental Compliance Rate Base 
Poliution Control Operating Expenses 
Less Gross Proceeds from By-Product8 Allowance Sales 

51.577.092 
10.743.151 

(997.763) 

Roll In Amount $ 61.323260 

Jurisdictional Allocation Ratio -Roll In See Support Schedule C 60.7467% 

Jurisdictional R ~ V ~ ~ U B S  lor 12 Months for Roll In See Support Schedule C 947,408,732 

Roll In Jurisdictional Environmental Surcharge Factor: 

Total Company Environmantel Surcharge Gross Revenue Requirement - Roll In Amount 5 61.323.280 

.Jurisdictional Allocation Ralio - Roll In 807487% 

JUriSd ct on= Env ionmenla Sdrcnarge Grass Reven~c  Requremenl - -  Gross R O ,  In AmOJnl 

I ~ r s d ~ t i o n a  Environmental SLrcnarge Gross Revenie Req, iemenl - Ne1 Roll n Amoint 
Less Jursdicmnal Enwonmental Reben~e Prevousl{ Roted In (Case No 2006 00129, 

49,517,702 
25,837,275 

S 23,680,507 

Conroy 

Ease Revenues for the 12-Monlhs Ending March 2008 $ 896 641.240 

BESF Gross Roli-in Amount 5 5103% 
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Support Schedule A 
12 Month Balances for Selected Operating Expense Accounts 

Emission 
Depreciation 8 Taxes Otherthan Allowance 
Amodizatton tnmme Taxes Operating and Maintenance Expense Expense Total 
Steam Plant FERC 502 FERC 506 FERC 512 FERC 509 

Mar-06 489 336 31.830 14.878 86.178 622.222 
Apr-06 489.169 31.804 18.380 275.023 814.376 
May06 492.274 31.804 183.663 10.083 244.630 962.454 
Jun-06 495.021 31~804 170.786 12 370 323.078 1,033,059 
Jul-06 495.021 31,604 89.876 1.240 362.622 980.583 
Aug-06 495.021 31.804 277.148 27.974 389.585 1.221.532 
Sep-06 495.021 31,804 51.747 11.299 274.665 864.556 
Oct-06 495.021 31.804 120.001 44.999 265.207 957.032 
NOY-06 495.021 31.804 3.174 338.180 886.179 
Dec-06 495.257 31.785 182.825 350.299 1.060.166 
Jan47 495.449 53.477 2,505 150.725 702~156 
Feb-07 495,449 53.478 5,975 162.300 717.202 
less Base Rate amount (58.346) (58.346) 

Totals 5.927.080 425,002 893,221 335.702 3,162,156 10,743,151 

Support Schedule 
12 Month Balances for Allowance Sales and By-Product Sales 

Total Proceeds 
from Allowance Pmceeds fmm By Total All Sale 

Sales Product Sales Proceeds 
ES F o n  2 00 ES Form 2 00 

Mar-06 
Apr-06 
May-06 997 763 997 763 
Jun-06 
Jut-06 
Aug-06 
Sep-06 
Oct-06 
Nov-06 
Dec-06 
Jan-07 
Feb-07 

Tolals 997.763 997.783 

Support Schedule C 
12 Month Balances for Jurisdictional Revenues and Allocation Ratio 

Mar-OS 
Apr-06 
May-06 
Jun-06 
Jul-06 
Aug-06 
Sap-06 
Ocl-06 
No"-06 
Dec-06 
den-07 82.191.054 104.238.572 78 8490% 
Feb-07 89,711,381 108.889.154 82 3878% 

KY Retail 
Revenues. Excl 

Envir Surch 
Revenues 

ES Form 3 00 

S 70.902.589 
68.755.693 
68.234.266 
74.606.468 
83,221,371 
91.244.948 ~ 

84 811 424 
78 930,377 
70.608 407 
84.190.754 

Total Company 
Revenues. 

Excluding Envir 
Surch Revenues 

ES Form 3 00 

S 85.432.688 
83.562.797 
87.442.260 
92.328.022 

104.447.11 2 
110.143.316 
103.862.140 
94.323.004 
96.282.335 

102.328.365 

KY Retail 
Allocation 

Ratio 

KY Retail1 
Total Company 

82 9923% 
82 2803% 
78 0335% 
80 8059% 
79 6780% 
82 8420% 
81 6577% 
83 6809% 
73 3347% 
822751% 

Totals $ 947,408,732 S 1,173,279,765 80.7487% 

Base 
Customer. 

Energy. and 
Demand 
Revenue 

Apr-07 63.594.939 
May07 61,916.867 
Jun-07 68.408.960 
Jut-07 72.598.831 
Aug-07 75,507,246 
55p07 78.877.563 
Oct-07 81.928.933 
Nov-07 60.139.006 
De=-07 64,154.037 
Jan-08 94.210.096 
Feb-08 90.981.947 
Mar-08 85.322.815 

898.64 1.240 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 29 

liesponding Witness: William Steven Seelye 

4-29, Page 5 of 8 of the Volume 1 Financial Exhibits shows a breakdown of the actual 
unadjusted test year retail jurisdictional operating revenues by revenue class. 
Please identify in which revenue class KU’s Off-System Sales revenues are 
included and identify the test year retail jurisdictional Off-System Sales revenues, 
in total and as broken out by each specific Off-System Sales component. 

A-29. Seelye Exhibit 19 shows the allocation of jurisdictional Off-System Sales 
revenues to the rate classes. Total jurisdictional Off-System Sales for the test year 
was $6,317,218; of this, $6,407,967 relates to spot market sales and 490,749 
relates to net brokered revenues which are eliminated from revenue requirement 
in Rives Exhibit 1, Reference Schedule 1.08. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 30 

Responding Witness: Robert M. Conroy I William Steven Seelye 

Q-30. With regard to Seelye Exhibit 14, please provide the following information: 

a. Provide workpapers and explanatory nanative showing the calculations and 
calculation components supporting the Base FAC expenses per- KWH of 
$0.02591 

b. Do the actual test year variable production expenses of $35,171,777 include 
variable production expenses that are being recovered in the ECR and DSM 
rate mechanisms? If so, provide the variable 
production expenses per KWH for only the base portion of the variable 
productions expenses of $35,171,777. 

A-30. a. See attached,. The base fuel component of $0.02591 per kWh was developed 
in the last 2-year FAC review, Case No. 2006-00509 and approved by the 
Commission in its Order dated October 12,2007. 

If not, explain why not. 

b. The variable production expenses of $35,171,777 include variable production 
expenses that are being recovered through the ECR rate mechanism but do not 
include expenses that are being recovered through the DSM rate mechanism. 
DSM expenses are not recorded as production expenses. Excluding the 
variable production expenses that are being recovered through the ECR rate 
mechanism, the variable production expenses would be $34,458,796 
($35,171,777 less $712,981 of jurisdictional ECR related expenses recorded in 
Account 512 = $34,458,796). 
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KENTUCKY UTILITIES COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated December 18,2006 

Case No. 2006-00509 

Question No. 1 

Witness: Robert M. Conroy 

Q-1. State the month to be used as the base period (b). Include a comprehensive, 
detailed explanation of the factors considered in the selection of this month as 
being representative of the net generating cost per kWh that KU will incur 
between November 1,2006 and October 3 1,2008 (“the next 2-year period”). 

A-I. KU recommends that October 2006 be used as the base period. The F(m)/S(m) 
for October 2006 was $O.O2591/kWh (see attached table). KU estimates that the 
average F(m)/S(m) for the period November 2006 through October 2007 will be 
$O.O2534/kWh; average F(m)/S(m) for the period November 2007 through 
October 2008 will be $0,.02608/kWh. The F(m)/S(m) for October 2006 of 
$0.02591 is closest to the average ofthe projected fuel factors for the next ,-year 
period ($O.O2573/kWh). For this reason KU believes that October 2006 is the 
appropriate month to use as the base period for the next 2-year period. 

KIJ determined the pro,jected F(m)/S(rn) results using projected coal, oil and gas 
expenses, purchased power expenses, off-system sales revenues and all associated 
generated, purchased and sold kilowatt hours for the period. 
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FAC BASE 
$/KWH 

$0.01810 
$0.01 810 
$0.01 810 
$0.01 8 10 
$0.01 810 
$0.01 810 
$0.01 8 10 
$0.01810 
$0.01 810 
$0.01 81 0 
$0.01810 

KENTIJCKY IJTILITIES COMPANY 

BILLING 
MONTH 

Ma-06 
Apr-06 
May-06 
Jun-06 
Jul-06 

Aug-06 
Sep-06 
Oct-06 
NOV-06 
Dec-06 

AVERAGE 

RETAIL. FUEL ADJUSTMENT CLAUSE 
FUEL COST PER KWH 

FOR THE EXPE,NSE MONTHS ENDING OCTOBER 3 1,2006 

(1) 

EXPENSE 
MONTH 

Jan-06 
Feb-06 

Apr-06 
May-06 

Mar-06 

JLUI-06 
JuI-06 

Aug-06 
Sep-06 

AVERAGE 
Oct-06 

(2) 

EXPENSE 
MONTH 
$/KWH* 

$0.02013 
$0.02250 
$0.02530 
$0.0241 8 
$0.02533 
$0.02639 
$0.02757 
$0.03109 
$0.023 18 
$0.02591 
$0.025 16 

( 5 )  

BILLING 
MONTH 

FAC FACTOR 

$0.00203 
$0.00440 
$0.00720 
$0.00608 
$0.00723 
$0.00829 
$0.00947 
$0.01299 
$0.00508 
$0.00781 
$0.00706 

COL2-3 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 31 

Responding Witness: Wiiiiam Steven Seelye 

Q-il .  Based on the Company's proposed bad debt ratio of .203% and PSC assessment 
ratio of .I6O3% (used in the revenue conversion factor' to gross up the rate 
increase request for the incremental bad debt and PSC assessment expenses 
associated with the requested rate increase), the Company's proposed weather 
normalization revenue decrease adjustment of $8,721,229 (Rives Exhibit 1, page 
1, line 14) would result in a corresponding bad debt and PSC assessment decrease 
of $31,684 (.3633% x $8,721,229). Please explain why this expense adjustment 
has not been reflected by the Company on Seelye Exhibit 20. 

A-31. Seelye Exhibit 20 is a zero intercept analysis for the class cost of service study. 
Assuming that the question was intended to refer to Seelye Exhibit 13, this 
expense adjustment should not be included in the Adjustment to Operating 
Income shown on Seelye Exhibit 1 3 .  On Rives Exhibit 8, the bad debt and PSC 
ratios are applied to the net revenue deficiency after all revenue and expense 
adjustments are made, and should not also be applied to individual adjustments. 
Applying the gross up factor (or parts thereof) to individual adjustments and then 
applying the adjustment to the net operating income deficiency would result in an 
incorrect overall revenue deficiency (sufficiency). 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 32 

Responding Witness: Shannon L. Charnas I William Steven Seelye 

Q-32. With regard to Seelye Exhibit 15, page 1, for each of the exact same customer 
classes for which the 13-month average numbers are shown in column (1) [Le., 
for Residential Rate RS Rate Code 010, 050; Residential Rate RS Code 020, 060, 
080; General Service Secondary and General Service Primary; and so on] provide 
the equivalent actual month-end number of customers for the months of April 
2005 through July 2008. 

A-32. See response to Question No 165 
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Seelye 
KJ3NTIJCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 3 3  

Responding Witness: William Steven Seelye 

Q-33 With regard to Seelye Exhibit 15, page 2, provide the following information: 

a Explain why the total billed test year revenues of $1,100,598,589 is not equal 
to the total test year billed revenues of $1,147,278,041 shown on Rives 
Exhibit 1, page 1, lines 1 and 3 ($1,154,156,041 less unbilled revenues of 
$6,878,000 = $1,147,278). 

b. Please confirm that the test year billed revenues with the eliminations of the 
revenue items recovered in the separate rate rider mechanisms for the Merger 
Surcredit; VDT Surcredit; FAC and ECR revenues; DSM revenues; and 
Brokered/Swap sales revenues amount to $1,117,769,004 in accordance with 
the revenue information shown on Rives Exhibit 1, page 1, lines 1, 3, 4, 5, 6, 
7, 8,9, 10, 11,12, and 13: 
Per books Operating Revenues (line 1) $1,154,156,041 
Remove LJnbilled Revenues (line 3) (6,878,000) 
Remove Merger Surcredit Rev (line 4) 18,568,43 1 
RemoveVDT Surcredit Revenues (line 5) 3,405,550 
Remove FAC Revenues (line 6) (1 16,253,633) 
Add Back FAC Roll-In (Sch 1 04) 84,205,087 
Remove ECR Revenues (line 8) (54,342,557) 
Add Back ECR Roll-In (line 9) 21,935,653 
Off-System ECR Adjustment (line1 0) (371,295) 
Remove BrokeredKwap Sales Rev (line 11) 90,748 
Remove ECR, MSR, VDT, FAC Accruals (line 12) 17,682,129 
Remove DSM Revenues (line 13) 
Net billed Base Rate Revenues $1.1 17.769.004 

Please confirm that the test year net electric O&M expenses with the 
eliminations of the test year wage/salary, pension and benefit and regulatory 
commission expenses, as well as the eliminations of the expense items 
recovered in the separate rate rider mechanisms for the FAC, ECR and DSM 
expenses and BrokeredISwap sales expenses amount to $688,327,45 1 in 
accordance with the information shown on Seelye Exhibit 15, page 2 and 
Rives Exhibit 1, page 1, lines 6 ,7 ,8 ,9 ,  11 and 13: 

(4,429.150) 

c 

Per books O&M Expenses (Exh 15, p 2) $788,754,775 
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Remove FAC Expenses (line 6) 
Add Back FAC Roll-In (Sch. 1.04) 
Remove ECR Expenses (line 8) 
Add Back ECR Roll-In (line 9) 
Remove Brokered/Swap Sales Exp (line 11) 
Remove DSM Expenses (line 13) 
Remove Wages and Salaries (Exh. 15, p.,2) 
Remove Pensions & Benefits (Exh., 15, p.2) 
Remove Reg. Comm. Exp. (Exh. 15, p.2) 
Net Base O&M Expenses 

(96,155,056) 
82,205,087 

(16,467,656) 
8,506,554 

(8,127) 
(4,437,148) 
(55,166,658) 
(19,877,328) 

(1.026,991) 
$688.327.45 1 

A-33. a. The $1,100,598,589 amount represents total Sales to Ultimate Consumers and 
includes both billed and unbilled revenues., As Billed Revenue is equal to 
$1,112,462,089. The $1,154,156,041 amount represents Total Operating 
Revenue and includes a number of revenue items. 

b. Billed Revenue is reconciled as follows: 

Total Operating Revenue (Rives Exhibit 1 Page 1 
line 1) 
Less: 

Accrued Revenues 

Intercompany Sales 

Off-System Sales 

Brokered Sales 

Redundant Capacity 

Misc Service Revenues 

Rent From Electric Property 

Other Electric Revenue 

Unhilled Revenue 

Revenue Adjustment 

$1,154,156,041 

(17,682,129) 

41,161,612 

6,327,778 

(90,748) 

10,854 

1,578,059 

1,994,812 

2,585,939 

6,878,000 

(334) 

Merger Surcredit Amortization (1,069,892) 

Seelye Exhibit 3 Page 1 of 24 $1,112,462,089 
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c. Mr Seelye does not agree with this calculation In prior proceedings, the 
Commission’s accepted methodology for calculating net operating expenses 
for purposes of deriving the net operating ratio has been determined without 
consideration of pro-forma adjustments 
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Rives / Bellar 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. :34 

Responding Witness: S. Bradford Rives /Lonnie E. Bellar 

4-34, Please identify and quantify any changes to the filing results that should be made 
based on additional information that became available after the Company 
prepared its base rate filings. 

A-34. Other than items noted in response to the various requests for information due 
September 11, 2008 in this proceeding, the Company is not aware of any changes 
to its filing results, with the following exceptions: 

Upon further analysis and investigation, KU has discovered that its filed 
adjustments to capitalization in this proceeding are overstated due to three items: 
(1) double-counting KU’s equity in subsidiary earnings; (2) not adjusting equity 
in subsidiary eamings by the related deferred taxes associated with those 
earnings; and (.3) not reducing capital by non-utility property.’ Each of these 
adjustments is explained below. 

As page 1 of the attachment to this response shows, in the three rate cases (Case 
Nos. 7804, 8177, and 8624) and the Performance-Based Ratemaking (“PBR”) 
proceeding (Case No. 98-474) prior to KU’s most recent rate case, Case No. 
2003-00434, KU correctly deducted “Investments in Subsidiary Companies” from 
capitalization (page 1, line l), but removed from that deduction KU’s “Equity in 
Subsidiary Earnings” (page 1, line 2)2 “Equity in Subsidiary Earnings” is then 
deducted separately on page 1 at line 4. This ensures that KU’s equity in its 
subsidiary earnings is deducted from its capitalization only once. KIJ’s analysis 
and investigation has revealed that KU erroneously deducted its equity in 

’ See I n  the Mutter of Application a/ Kentiicky Uti1itie.s Coinpuny for an Adju.stnient of Base Rates, Case 
No 2008-00251, Testimony of S., Bradford Rives Exh 2, Cols, 4-6 (July 29,2008) 

See In the Mutter a/ General Adjirstment of Rutes of Kentiicky Utilities Compuny, Case No. 7804, 
Newton Exh 2 and Davis E.xh. I ;  In the Mutter o/. General Adjrislinent of Electric R u m  of Kentucky 
Ufilirier Compuny, Case No 8177, Newton Exh 2 and Davis Exh. I ;  I n  the Mutter of General Adjiistnienr 
ofElectric Rates of Kentucky Utilities Conipany, Case No. 8624, Newton Exh. 2 and Davis Exh, I ;  In the 
Mutter of Applicutiun of Kentiicky Utilities Conipany for Approval o/ an Alternative Method of Regiilution 
oflts  Rates and Services, Case No. 1998-00474, Order Appx, C (January I ,  2000); In the Mutter of An 
Adjiistnienl o/ the Electric R u m ,  Ternis. and  condition,^ of Kentiicky Uti1itie.s Company, Case No,, 2003- 
00434, Order Appx., E. (June 30,2004) 
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subsidiary earnings twice in its most recent base rate proceeding, and that it erred 
in the same way in this base rate proceeding. 

KIJ further seeks to revise Rives Exhibit 2 to reflect that the deferred taxes 
associated with the equity in subsidiary earnings need to be properly reflected in 
the capitalization adjustment, The deferred taxes (page 1, line 5) need to be 
deducted from equity in subsidiary earnings to arrive at the net earnings impact 
within the equity component of capital. This adjustment appears on page 1 at line 
6 in the attachment to this response,. 

Finally, KU seeks to add a deduction from capitalization for non-utility property. 
As shown on page 1 at line 8 in the attachment and the supporting exhibits from 
KU’s past rate cases, until the PBR case KU consistently deducted non-utility 
property from its capitalization.’ In its final order in the PBR proceeding, the 
Commission required KU not to make such a deduction: which precedent KU 
followed in its most recent rate case.’ That notwithstanding, KlJ does not believe 
it is appropriate to include in its capitalization assets that are not used for utility 
operations, and therefore seeks to include this adjustment as shown on page 1 at 
line 9 in the attachment to this response. 

KU therefore submits this update to adjust Exhibit 2 to the Testimony of S. 
Bradford Rives, filed in this proceeding on July 29, 2008 (“Rives Exhibit 2”) as 
shown on page 2 of the attachment to this response. KU also includes the 
supporting exhibits from KU’s past rate cases in the attachment to this response. 

’ Id 

Regirlation o j l t s  R a m  andService,s, Case No, 1998-00474, Order at 62 (January 7, 2000) ’ In the Matter of An Adjustment ojthe Electric Rates, Ternts, and Conditions of Kentucky lJfi1itie.s 
Contpany, Case No. 2003-00434, Order Appx E (June 30,2004) 

In the Matter of. Application o/Kentuc@ Utilities Conipany for  Approval o/an Alternative Method o/ 
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1. CMaaOn S L w k  equity 

2 .  Total 

1. Preferred Stock 

4 .  F i r s t  Hortqaqe 

5 .  8011K N",res 

6 .  Short Tern Debt 

7 .  Total  Adjustments :O 

c a p i t a l  

Note: Subsidiary Edrnings pcr Eavis E x h i b i t  1. Page l a .  
Othcz i n v e s m n t 5  of $19 761 509 per Davis Exhibit  1 ,  
Page I ? ,  apportioned to eDch capi ta l  CDmpOncnt by r a t i o  
of thac component to total c a p i t a l .  
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E N l U C K Y  US 11.1 I 1  15 COIII'ANVVY 

Il,\IUICE SIIEPI 
.JhNU,\XY 31. 1900 

807 I;ut 50:005 
sact ion 6(9) 

And 
S e c t i o n  9 ( 1 ) ( o )  

Assets 
U t l l l t y  Planr:  

Orig inal  Cosr-l'lllnr I , ,  scrv1cr 
Cvnstruction 'VUrk la  P I O E T C S S  

Total 

Net Gtilltv Plant 
Aecumulnrrd I'rovlsion for Ueprreleciun and h o r t i z n t i o n  

Invcsrinenrs and Funds: 
Noti U t i l i t y  Slant less reserve of $13 895 
Invescircnts in Subsidiary Companies 
Otlrcr Invescmonts 

CIlRl, 
C f f i l t  
Special U e p a s i t s  
IJorking Funds 

T o t a l  Cash 

Raccivnbles: 
Customer Rcceivablos 
Miscellaneous Receivables 
~ ~ ~ u m u l u t ~ d  PIovision for Uncollectible Accounts 

Total  
~ . e c n ' ~ + ' e 5  from Associsred Conprniea 

Net Reccivablcs 

inventories: 
Fuel 
Nntcrials and Supplies 
StoKeS Expense Undistrlbutrd 

Tors1 Inventories 

Other Currcnr Assets: 
PrepRYDontS 
lntcrest and Dividends Receivable 
Accrued U t i l i t y  Rcvenucs 

Total Other  Current 1153etS 

Dcferrcd Debits: 
Unnnartired Dcbr Expense 
Preliminary Survey 
lob Work 
Otlter Deterred Debits 

Tom1 Dcfcrrcd Debits 

T o t n l  Assets 

5 876 162 669 
185 j65 887 

Si -dtT-7F07% 
- $ 226 ?87 090 
$ 805 h 4 l  466 

$ 180 569 
25 524 615 

385 105 
7 010 172 

S 13 116 461 - .______ 

$ b 6 9 1  678 
2 594 9R8 

44 984 __ $ 9 133 650 

$ 16 870 278 
IO h2R 516 

(268 400) 
$ 27 238 394 

1 0 7 3  416 
s 29 111.g 

$ 59 561 378 
5 0 9 1  062 
1 0 7 5  116 

$ 66 715 556 

s 697 590 
55 800 

- 3 602 991 
$ 4 L36 381 -_ 
$ 1 4 9 7  427 

2 295 608 
72 521  -_ 554 760 

$ 4 420 318, 

$ 952 795 642 

__-- 
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Cunmon Stock 5 q u l c y :  
Cmmioo SLoch 
Prcinlum on CnplLal Stock 

Approliriatcd nctnlned liarnlngs-AaorrIrJtion Reserve k d c r u l  
Unapproirrliitcd Undis tr ibuted  Subsidiary Earnings 

UnRppT0priatL.d Iletnincd Earning. 

' T o L d  Cormnon Stock E q u i t y  

P r e f e r r e d  Stock 
First  llortge$c Uunds. I n c l u d i n g  v i , m o r t i z e d  premium 
Rank Notes 
Commcrcisl I'apcr Iluc [:urrently 

l o r d  C i p i t u l l z n t i o n  and Commercial Paper 
Duc CurtciiCly 

c u r r c n c  l . . i n b l l l t i e s :  
ACCOII1IC3 Payable 
Payable t o  AnSOcloLCd Companies 
Custumers' oepaslrs 
Taxes Accrued 
In teTC6t  A C C W C ~  on Lmg-'lern D&L 
Otlicr lntcrest Acctued 
Tax Co; . m s  Poynblc 
Oivideiids dcclarcd  
Reverue subject to poasible refund v l t h  interest  
o t h e r  Current and Accrued L i e b i l i t l e s  

Total Current Liabilities 

Defer red  Credits: 
customers '  Advonccs f o r  C o n s t r u c t i o n  
Accumulated Deferred Incornc Taxes 
Accwnulated Dcfctred Investment Tax C r e d i t s  
Other  Deferred Ctcdies  

Total Uoferred C r e d i t s  

Kcset-',es : 
Insurance REB~IVC 

10c31 Reseuurs 

rotni  L i u b i i i t i c s  

$107 965 270 
5 5  137 GO1 
84 982 958 

It9 815 
6 536 780 

SZ55 170 424 
-. _I____ 

S 90 000 000 
342 465 074 

25 000 000 
53 715 000 

5766 350 498 

$ 15 323 970 
15 3bh 

3 865 253 
3 956 21.5 
8 902 885 

342 153 
99) 302 

7 501 553 
8 749 165 
6 060 417 

S 55 916 277 -- 
S I 072 683 

83 033 105 
46 362 565 

z 200 
SI30 670 753 
-I___ 

Z 58 114 
s 58 I14 

_. 5952 795 642 

-- 
____.- 
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1283.914.771 Sl11.979.964) 126E,954.809 1128.010.837 5 3d6.614 FI?O,619I 1315,985 5 2 7 5 . x ~  

128.461 108,511 llO~OOO.030 12.954,229) 107,045,771 9 0 ~ 4 2 1 ~ 5 6 J  lll.000 15,519) 

loq? hill Wbr 455,198,497 112.11G.166) 441,168,031 174,164.036 516.898 (21,3661 495,512 418,576 

.:?4.lS3 14.306.161 17.500 I7231 - r*zoct Tern Debt 41.715.WO ll,110.861) 40 16.777 

mu1 1891,058.170 E(>0.285,5201 1 8 6 0 ~ 7 8 2 ~ 7 5 0  5727.101,189 0 1.015.021 1(88.2671 3966.755 5016.618 
~ -- 
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I ., . . - . . .. - . . .. 

Deeambez 31. 1980 

1. CDmMn Stock 4 u l t Y  $ 16,529,8031 

2 .  (7,4S0,1611 

3. lu te1  6113.979.9641 

4 .  PLcferrEd stocx L2.954.2291 

5 . .  rang Tern DcbL $(12.230,4661 

6 .  Shott TeXD vcbt Il,120.65l) 

7 ,  lufal $13O,ZB5,520) 

N U  
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MIANCE StIEET 
DIICEHOER 31, 1980 

no7 KAR 50:oos 
Sec t ion  6(9) 

h d  
Scctlw 9(1) In) 

Assots 
U t i l i t y  P l a n t :  

Or ig inn l  Cost-Plsnc i n  Serviec 
Cons t ruc t ion  Work In Pragrcoa 

l o t s 1  

Net U t i l l t y  P lan t  
Accumlntcd Provision far  Depreciat ion and 

Nan U t i l i t y  P l sn r  less reserve of $20 770 
lnvestmcnts  i n  Subsidiary Companieo 
Other  Investmmtn 
Soeciol Funds 

Investments and Funds: 

Net lnvcstmants  and Funds 

@$$ 
i &* 

L.. ii_ , 

H O t l C C  R X l t l I > l \  n 
DavIii E d t I l ~ l L  I 

Cash 
Cash 
s p e c i a l  neposits 
Uorkinp, Funds 

T o t a l  Cnoli 

Receivnblee: 
Customer Receivables 
Wecellar.eous Reeeivsblee 
Accumulated Proviaion for  U n c o l l c c t i b l c  kcouncs 

T o t a l  
Receivables  f c m  Assodated Companies 

Net: Reccivablea 

Inventories: 
Fuel 
Hater ia ls  and Supplies  
Stores Expense Undistr ibuted 

T o t a l  Xnvcntarion 

Other  Current  Assets: 
Prepayments 
I n r e r e n t  end Dividends Receivnble 
Accrued U t i l i t y  Favenues 

T o t a l  Other  Ourmot Assets 

Deferred Debi ts :  
Unslnortized Debt Expense 
Prelirktnary Survey 
Clea r ing  accounts 
Job Uo* 
Other  Deferred Debits  

T a t n l  Deferred Deb i t s  

. T o t a l  Asssets 

$ 911 680 R09 
301 927 539 

281 126 940 
5 932 481 408 

--- 
$1 213 608 348 

385 913 
29 517 630 

381 969 
7 664 444 

s 37 949 

5 6 155 330 
686 750 
46 919 

~~ s 7 4 8 8 m  

$ 19 877 650 
9 227 ,506 
(380 200)  

S 
1 450 986 

_I $ 30 176 022 

5 60 668 499 
6 824 705 
1 168 824 

S 68 662 028 

$ 412 916 
8 255 

4 5 9 8 X  
3 ' 5 019 59t 

$ 2 064 512 
80 l l 4  

334 434 
45 626 
446 416 

$ 2 971 102 
___ 
$1  084 749 115 
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Preferred Stock 
F i r s t  HDrcgsge Bonds, i nc lud ing  unamortized premium 
nenk Note6 
Commcrcinl PIIPCZ Duc Current ly  

Toto1 C a p i t s l i z s t i o n  and Commerciol Pnpcr 
Due Currenr ly  

CucronK t h b i l i t i e s :  
Accounts Poynble 
Payable t o  Asnocieted Companies 

TnXes Accrued 
IoteresK Accrued on Long-Term DebK 

Customers' DcpOSit6 

Other Interest Accrued 
Tax Col l ec t ions  Payable 
ntlwy Current and Accrued Linbilicie6 .._.._ ~ .... 

Tota l  Curren t  L i a h i l l t l r S  

Dcferred Credi t s :  
Customers* Advances for CmsCruct ion  
Acc-latcd Deferred Income TBXLS 
&cumlaced  Deferred Investment Tax C r e d i t s  
Ocher Dcferrcd Crcdi to  

To ta l  Deferred C r e d i t s  

Reae-6: 
Insurance Reserve 

T a n 1  Reoerves 

 TO^& L i a b i l i t i e s  

L i s b i l i t i c s  

cornon Stock Equity:  
C a m m  Stock $ 126 148 800 
Premium on cnpitP.1 smci, 67 873 410 
Umppropriared Retained Earnings 83 332 072 
Appropriated Rctoined Eoming~-Amoeti~ntion Rcrcrve Fedcrnl 50 68R 
Umpproprioted Undis t r ibv tcd  s u b s i d i o t y  Eorninen 

Tota l  Common Stock E w i t y  
6 529 803 

$ 283 936 773 
I_- 

$ 110 000 000 

85 000 000 
41 735004 

S 891 068 2 7 0  

370 398 497 

5 16 871 763 
12 510 

4 088 407 
2 163 479 
9 168 302 

562 685 

14 923 995 
$ 49 669 lrlb 

i 818 273 

$ 1 236 196 
90 913 377 
51 805 354 

2 200 
s 143 951,121 

s 54 302 
54 302 

$1 OR4 1 4 L l S  
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KZNTVCKY UTILITIES COMPANY 
AD.lUSTMENTS TO CAPITALIZATION 

June 30.  1982 

1. c o m o n  Stock Equity $ ( 6 , 1 1 7 , 7 4 5 )  

2. ( 1 1 , 9 2 7 . e )  

3. T o t a l  $ 118.0a4.9~0) 

4. Preferred Stock (3,876,9411 

5. Lang Term Debt $ (17,480,304) 

1783.565) 6 .  Short Term Dcht 

7. Total  $ 140,185,770) 

Davis E x h i b i t  1. page 14, lines 8-10 

Subsidiary Earnings 

P o r t i o n  of Other I n v e s t m e n t s  

P o r t i o n  of Other  I n v e s t m e n t s  

Portion of Other I n v e s t m e n t s  

Portion of Other I n v e s t m e n t s  
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Line 
No. 
x 

1. 
2. 
3. 
4. 
5. 
6. 

1 .  . .  
8. 

9. 
10. 
11. 
12. 

e 
13. 
14. 
15. 
16. 
17. 
18. 

26. 
27. 
28. 
29. 
30. 
31. 

0 

Nutice E x h i b i t  A 
Davir E x h i b i t  I 

Paqe 14 

KENTUCKY UTILITIES cn 
Financial Exhibit 

Balance Sheet 

No. Title Of Account 

Utility Plant 
Col. A TmT 

101-106 
107 

108 

- 
Utility Plant 
Construction Work in Progress 

Total Utility Plant 
Less Accumulated Provision for Depreciation 

Net Utility Plant 

Other Property & Investments 
Nonutility property (less Accum.Prov.fOr 

Other Investments 
Special Funds 

Depreciation) 121,122 
Investment in Subsidiary Companies 123.1 

124 
125-128 

Total Other Property & InveStmentS 

Current and Accrued Assets 
131 
132-134 
135 
136 

- 
Cash 
Special Deposits 
Working Funds 
Temporary Cash Investments 
Notes and Accounts Receivable (less Accum. Prov. f o r  Uncoll. Accts.) 141-144 
Receivables from Associated Companies 145-146 

151 
154-163 Fuel 

Materials and Supplies .-- 
103 
171 
173 

Prepapents 
Interest & DIvidends Receivable 
Accrued Utility Revenues 

Total Current & Accrued Assets 

Deferred Debits 
Unamrtized Debt Expense 181 
Preliminary Survey ti Investigation Charges 183 

184 
186 

Clearing Accounts 
Miscellaneous Deferred Debits 

Total Deferred Debits 

Total Assets and Other Debits 

As of 
June 30. 
1962 __ 
COl. c 

$1,177,936,544 
m,707,627 

1,368,644,172 
335.955.334 

1,032,688,837 

306.958 
39,505,579 

373.233 
8,464,086 
48,649,856 

4,344,478 
44,556 
49,869 - 

iSi 

1,952.129 
130.988 
397,648 

1.435 102 
915% 

$1.195 374.203 - 

... , 
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Proprietary Capital 
2. Common Stock Issued 201 $ 159,419,770 
3. Preferred Stock Issued 204 108,817,000 

5. 
210 119.262 6 .  Stock 

7 .  Capital Stock Expense 214 ( 46,842) 
8. Retained Earnings 215-216 89,706,824 

216.1 6,117,745 9.  Unapprop.Und istr .Subsidiary Earnings 

4 .  Premium on Capital Stock 207 as,415,082 Gain on Resale or Cancellation o f  Reacquired 

Total Proprietary Capital 449.548.841 

12. Bonds 221 374,100.000 
Lonq-Term Debt 

Unamortized Premium on Long-Term Debt 13. Other Long-Term Debt 224 115,000,M)D 
225 1,289.976 14. 

490.389.976 Total Long-Term Debt 

Total Deferred Credits 

berating Reserves 
261-265 54.302 

$1,195,574,203 

34. Operating Reserves . 

___.- 

.,. . .. 
N I I L ~ C C  Exhibit A .; . 

Page 15 i,i: t;:: 
KENTUCKY UTILITIES COMPANY ..... : 

8 .  I . .  , .  ::: . .  
Davis E x h i b i t  I 

"T: 

Financial E x h i b i t  

Balance Sheet 

807 KAR 50:005 
Section 6 ( a )  

and 
Section 9 ( l ) ( a )  

As o f  
Line June 30, 

Title of Account No 1982 No. - 
COl. A E K ? -  co1. c 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 35 

Responding Witness: William Steven Seelye 

Q-35 Please provide the pro forma annualized impact on test year revenues of all major 
customer losses or additions that occurred from the end of the test year through 
August 3 1,2008 

A-35. M e r  the end of the test year, the Company lost the major customers and annual 
revenues listed below: 

kWh Total Revenue 
Customer A 21,138,180 $917,702 
Customer B 4,549,500 $228,328 
Customer C 1,795,200 $1 15,398 
Customer D 4,658,880 $264,203 
Customer E 5,239,200 $225,532 





mNTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 36 

Responding Witness: Shannon L. Charnas 

Q-36. With regard to the unamortized deferred February 2003 ice storm cost balance of 
$3,958,002 referenced on page 41 of the PSC’s Order in Case No. 2003-00434, 
please provide the starting date of the annual $791,600 amortization; the 
amortizations through the end of the test year; the 4/30/08 remaining unamortized 
balance; and the expiration date of the annual amortizations 

A-36 The starting date of the annual $791,600 amortization for the deferred February 
2003 ice storm cost balance of $3,958,002 referenced on page 41 of the 
Commission’s Order in Case No 2003-00434 was July 1,2004. The amortization 
to date through the end of the test year was $1,034,482; the 4/30/08 remaining 
unamortized balance was $923,520; and the expiration date of the annual 
amortization is June 30, 2009 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 37 

Responding Witness: Shannon L. Charnas 

4-37" With regard to the test year FERC expense booking of $873,368 shown in Rives 
Exhibit I ,  Schedule 1.22, please show in which account(s) these expenses are 
recorded in the Electric Trial Balance included in the response to PSC-I-l3(a) and 
in Attachment to Response to PSC-l-23(b) 

A-37. The FERC expense is recorded in account 928002 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 38 

Responding Witness: Lonnie E. Bellar 

9-38 Assuming that the KU rate case is fully litigated, what is the expected rate 
effective date of the filing? 

A-38. Ordering paragraph 2 of the Commission’s August 15, 2008 Order in Case No 
2008-00251 suspended the proposed rates up to and including February 5, 2009 
Therefore, rates will be effective February 6 ,  2009 
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Scott 
KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 39 

Responding Witness: Valerie L. Scott 

Q-39. At the bottom of page 123.8 and top of page 123.9 of the Company’s 2007 FERC 
Form 1, the following statement is made with regard to the Company’s MISO 
Exit Fees: 

“In March 2008, the FERC approved the parties’ recalculation of the 
exit fee, and the approved agreement provides LG&E with an 
immediate recovery of less than $1 million and will provide an 
estimated $3 million over the next eight years for credits realized from 
other payments the MISO will receive, plus interest.” 

With regard to the above statement, please provide the following 
information: 

a. What was the agreed-upon recalculated MISO Exit Fee and what was 
the “immediate recovery of less than $1 million.” In addition, reconcile 
the net of these two amounts to the 4/30/08 MISO Exit Fee amount of 
$18,907,345 shown on Rives Exhibit 1, Schedule 1.23. 

b To date, has the Company already received credits realized from other 
payments the MISO will receive, including interest? If not, why not? If 
so, identi@ the dollar amount of credits received. 

c. What are the estimated credits to be received by KU from other 
payments the MISO will receive, including interest, up until the rate 
effective date of KIJ’s rate case? 

d. Why will the Company receive estimated credits realized from other 
payments the MISO will receive over the next 8 years rather then, say, 
the next 5 or 10 years? In addition, which 8-year period is involved? 



A-39. a. 

b. 

C. 

d. 

Estimated Recalculated MISO Exit Fee 
Original Payment 
Credit owed for MISO calculation error 
Estimated Credits: 

Credit for on-going Schedule 10 and 17 
Credit for KU share of ComEd exit fee amortization 

Estimated Recalculated MISO Exit Fee 

$20,097,494 
(51 8,779) 

(2,160,08 1) 
(1,245,217) 

$16,173,417 

Reconciliation of MISO Exit Fee as of 4/30/08 
Original Payment 
Rehnd Received in 3/08 
Refund Accrued for 1/08 to 4/08 
April 2008 Balance 

KIJ received a refund of $1,116,673 in March 2008, which included 
interest income of $60.825. 

$20,097,494 
(1,055,848) 

(134,301) 
$1 8,907,345 

KU is scheduled to receive an estimated refund of $309,473, which 
includes estimated interest income of $16,186, on January 31, 2009 

The eight-year period extends from first quarter 2008 through first 
quarter 2015 The eight-year period was approved by FERC’s letter 
order dated March 4, 2008 in response to MISO’s Supplemental FERC 
Filing, Docket No ER06-1308-004 There are two types of refunds, as 
follows: 

Credits for certain Schedule 10 and Schedule 17 revenues 
received by the MIS0 that pertain to September 1, 2006 through 
August 31, 2014, will he received annually in January beginning 
in 2009 and ending in 2015 The 2008 payment was received in 
March 
Credits for KIJ’s share of the Deferred Revenue balance on 
MISO’s balance sheet associated with the Commonwealth 
Edison MISO exit fee, which the MISO is amortizing from 
February 28, 2007 through December 15, 2013, will he received 
annually in February beginning in 2009 and ending in 2014 The 
2008 payment was received in March The amortization period 
used by the MISO for this balance is as a result of the FERC 
Order issued in Docket No ER07-384-000 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 40 

Responding Witness: Valerie L. Scott 

Q-40. With regard to the cumulative Schedule 10 Regulatory Liability charges of 
$6,551,955 shown on Rives Exhibit 1, Schedule 1.23, please provide the 
following information: 

a. What annual level of MIS0 Schedule 10 expenses is assumed in the 
determination of the cumulative Regulatory Liability amount of $6,55 1,955 as 
of 4/30/08 and what is the basis for this annual MIS0  Schedule 10 rate 
recovery level? 

b. Provide all calculations and calculation components for the derivation of the 
rate recovery amount of $6,551,955 from September 1, 2006 through April 
30,2008. 

c. Please provide the Company's best estimate of the MIS0 Schedule 10 
expenses recovered in the current base rates between April 30, 2008 and the 
expected rate effective date of the current rate case. Provide a workpaper 
showing all assumptions and calculations. 

A-40. a. The annual level of MIS0 Schedule 10 expenses assumed in the 
determination of the cumulative Regulatory Liability as of 4/30/08 is 
$3,931,176. The basis for this annual MIS0  Schedule 10 rate recovery level 
is from Case No. 2003-00434, the Company's response to the Commission's 
Question No. 16(j)(l) (as corrected by Case No. 2005-00471). 

Monthly Expense Amount $ 327,598 
12 Month Period X 12 

$ 3,931,176 

b. Please see the Company's response to the PSC-2 Question No. 109(b) 

c. Please see the Company's response to the PSC-2 Question No. 109(e). 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 41 

Responding Witness: Valerie L,. Scott 

4-41, What is the basis for the Company’s proposed 5-year amortization period 
for the net MIS0 Exit Fees? 

A-41. Please see the response to PSC-2 Question No. 109(c) 





KENTUCKY UTILITIES COMPANY 

CASE NO. ZOOS-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 42 

Responding Witness: Lonnie E. Bellar / Valerie L. Scott 

Q-42. With regard to the test year EKPC expense hooking of $1,933,838 shown in Rives 
Exhibit 1, Schedule 1.24, please provide the following information: 

a. Has the KY PSC authorized rate recovery of these expenses? If so, provide 
the case number and copy of the Order. 

h. Identify in which account(s) these expenses are recorded in the Electric Trial 
Balance included in the response to PSC-l-I3(a). 

c. With the context of this issue, explain the 2007 entry of $1,529,440 in account 
253 - Other Deferred Credits, shown on page 269 of KU’s 2007 FERC Form 
1. 

A-42. a. No. In the Application filed in this proceeding, KU is requesting that the 
Commission establish a regulatory asset for EKPC transmission depancaking 
settlement costs and amortize that regulatory asset over a five-year period, 

h. EKPC expenses are recorded in accounts 456109 and 566150 

c. The entry of $1,529,440 in account 25.3 - Other Deferred Credits was to 
record the principle non-current payable amount owed to EKPC per the draft 
‘Settlement of Proceedings in FERC Docket No. ER06-1458. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 43 

Responding Witness: Lonnie E. Bellar 

4-43, LG&E has made an adjustment to remove out-of-period IMENIMPA reactive 
power credits, which adjustment increased test year income by $330,012 as 
shown on Rives Exhibit 1, Schedule 1.26 of the LG&E case. Does KIJ have 
similar out-of-period test year reactive power credits? If not, why not? If so, 
identify the test year amounts for these reactive power credits and explain why no 
adjustment was made. 

A-43. The acijustment to remove out-of-period IMENIMPA reactive power credits was 
the result of a FERC approved ,joint settlement between IMEA/IMPA and E.ON 
US related to the Trimble County Unit 1 generation plant. KIJ does not have an 
ownership interest in that unit, therefore no ad,justment for KIJ is required. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 44 

Responding Witness: Lonnie E. Bellar 

Q-44. With regard to the Reserve Margin Demand Purchases expense adjustment shown 
on Rives Exhibit 1, Schedule 1.26, please provide the following information: 

a. Copy of the agreement with Dynegy Power Marketing, Inc. 
b. Will this agreement only be in effect for the summers of 2008 and 2009? If 

not, explain why not considering the scheduled 2010 completion of TC2. If 
so, explain why it would be appropriate to treat this as an annual recuning 
expense in this case. 

A copy of the agreement is attached and is provided pursuant to a Petition for 
Confidential Protection 

A-44. a 

b Yes. KU has entered into the contract with Dynegy to provide adequate and 
reliable service to its native load customers. KU will incur the expense 
associated with this contract over at least the initial term of the agreement in 
providing service to its native load customers. KU anticipates incurring these 
costs or similar costs over the next several years depending upon load growth. 
Therefore, KU believes these charges will continue to occur at least through 
the time of its next rate case. All energy charges incurred to service retail 
customers will be recovered through the fuel adjustment clause as they are 
incurred. 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 45 

Responding Witness: Lonnie E. Bellar 

Q-45. Please explain the rationale for estimating total rate case expenses o f  $1,170,000 
for this KU electric rate case while the rate case expenses For the LG&E electric 
rate case are estimated to be $675,000. 

A-45. The rate case expenses through May 31, 2004 from Case Nos 2003-00433 and 
2003-00434 were used as the initial estimates for the current rate cases. The 
actual rate case expenses are being updated monthly and filed in response to PSC- 
1 Question No. 57. 
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Charnas 
KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 46 

Responding Witness: Shannon L. Charnas 

Q-46. With regard to the test year electric Account 928 expenses shown in Attachment 
to Response to PSC-1-23(b) for the test year and each of the years 2003 through 
2007, please provide the following information: 

a. For each of the annual expenses from 2003 through the test year, provide a 
breakout by regulatory activity (with brief descriptions of regulatory activities, 
including case numbers) 
Reconcile the electric amortization expense of $65,096 shown on Rives 
Exhibit 1, Schedule 1.27 to the test year Account 928 expense breakout to be 
provided in response to part (a) 

c. Explain why the test year Account 928 expense amount of $1,182,607 is so 
much higher than the Account 928 expenses in the prior years from 2003 
through 2007. 

d. Indicate whether or not the test year expense amount should be considered 
representative of normal recurring expense levels in the near-term future and 
why. 

b 

A-46. a. See attached. 

b. See attached. Account 928 for the test year contains $195,285, which 
includes $65,096 from Rives Exhibit 1, Schedule 1.27 and $130,189 
reclassified during the test year for expenses recorded in January through 
April 2007, which net to zero in the test year. 

c. See attached. The Code of Federal Regulations states that account 928 ‘‘shall 
include all expenses properly includible in utility operating expenses, incurred 
by the utility in connection with formal cases before regulatory commissions, 
or other regulatory bodies, or cases in which such a bady is a party ... 
including payments made to the IJnited States for the administration of the 
Federal Power Act.” The increase in Account 928 resulted from 
reclassifications of expenses related to the amortization of rate case expenses, 
the management audit and the earnings sharing mechanism (ESM). The table 
below summarizes the test year activity for Account 928: 
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Description 

FERC Assessment fee 
Out of period adj 
Actual fee for test period 

Reclassifications during the test 
yea1 for expenses recorded 1107- 
4/07, net to zero in the test year 

Rate case expenses 
Management audit 
ESM 

Rate case expenses 
Management audit 
ESM 

Test year charges 

Total Variance 

Impact to 
Account 

928 

$ 573,421 
299,941 

130,189 
54,658 
21,310 

65,096 
27,337 
10,649 

$ 1,182,607 

See Ref. Sch. 1.22 
See Ref. Sch. 1.22 

Reclassed from Acct 930252 
Reclassed from Acct 930251 
Reclassed from Acct 930253 

See Ref Sch. 1 27 
See Ref. Sch 1.21 
See Ref. Sch. 1.21 

d. See attached. All expenses included in the test year, after consideration of 
proforma adjustments, are normal and recurring. 







KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 47 

Responding Witness: Shannon L. Charnas 

Q-47. With regard to the test year IT Prepaid Amortization expense adjustments shown 
in Rives Exhibit 1, Schedule 1.29, please show in which account(s) these 
expenses are recorded in the Electric Trial Balance included in the responses to 
PSC-I-l3(a) and PSC-I-l3(b) and in Attachment to Response to PSC-l-23(b). 

A-47. The IT Prepaid Amortization expense adjustment is recorded in account 935488 
Maintenance Other General Equipment - Indirect in the Trial Balance included in 
the responses to PSC-1 Question No. 13(a) and PSC-1 Question No. 13(b) It is 
recorded in Account 935 - Maintenance of General Plant in Attachment to 
Response to PSC-I Question No 23(b) 
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Rives 
KENTUCKY IJTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 48 

Responding Witness: S. Bradford Rives 

Q-48. With regard to the costs ofNew Bank Credit Facilities shown on Rives Exhibit 1, 
Schedule 1.32 and discussed on pages 16 - 17 of Mr. Rives’ testimony, please 
provide the following information: 

a. Calculations showing how the pro forma expense amount of $2,250,000 was 
calculated based on the assumed bonds totaling $200,000,000. 

b. Basis for the need for the assumed bonds of $200,000,000. 
c. Actual source documentation to support the statement that the “fees are based 

on a proposal from a bank willing to provide a portion of these facilities under 
cument market conditions.” 

d. Please provide any cost update based on actual information to date. 

A-48. a. Please refer to the response to PSC-2 Question No. 115(b). 

b. As described in the financing application in Case No. 2008-00132, the 
Company requested authorization to refinance certain tax-exempt bonds that 
have been adversely impacted by the credit rating downgrades of certain bond 
insurance companies. One of the potential alternatives available to the 
Company to avoid the adverse impact of the downgrades is to convert the 
bonds to another mode where the credit enhancement is provided by a bank in 
the form of a letter of credit. At the time of the filing, the Company had 
planned to convert three bonds totaling $200 million (Carroll County 2002 
Series C - $96 million, Carroll County Series B - $54 million, and Carroll 
County 2004 Series A - $50 million) to the letter of credit mode. The 
Company has revised its plan slightly and now intends to use a letter of credit 
mode for the $54 million bond, the $50 million bond, the Mercer County 2000 
Series A - $12.9 million bond, and a new bond totaling approximately $77.9 
million which is the subject of Case No. 2008-00309. This would reduce the 
need for letters of credit from $200 million to approximately $194.8 million. 
The Company expects to restructure the bonds using a mix of fixed and 
variable rates and believes $200 million is an appropriate amount of variable 
rate bonds. 

c. Please refer to the response to PSC-2 Question No. 115(b) 
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d. Please refer to the response to PSC-2 Question No. 1 15(a). 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 49 

Responding Witness: Valerie L. Scott 

4-49" With regard to the Pension and Post Retirement Benefit (OPRB) expenses shown 
on Rives Exhibit I ,  Schedule 1.16, please provide the following information: 

a. Provide the equivalent actual pension and OPRB expenses boolced by 
LG&E for each of the 3 years prior to the test year and for the 12-month 
period ended July 3 1,2008. 

b. Provide a copy of the Mercer study supporting the proposed annualized 
pension expenses of $7,167,400. This supporting information should 
show how the $7,167,400 for K'IJ was calculated from the information 
contained in the Mercer study. 

c. Provide a copy of the Mercer study supporting the proposed annualized 
OPRB expenses of $4,627,481. This supporting information should show 
how the $4,627,481 for KU was calculated from the information contained 
in the Mercer study (Note: i f  this information is contained in the Mercer 
study attached to PSC-1-54, show how the $4,627,481 for KU was 
determined from the study data in this data response). 

d., Number of KIJ employees based upon which the pro forma annualized 
expenses from the Mercer studies were determined. 

A-49. a,. See below. 

12 Mos Ended Pension Expense FAS 106 Expense Total 

4/30/05 $2,781,650 $7,006,065 $9,787,715 
4/30/06 7,857,654 5,818,084 13,675,738 
4/30/07 10,15 1,416 6,080,483 16,23 1,899 
713 1/08 6,740,924 4,614,772 11,355,696 

b. The annualized pension expense amount is $6,731,237. The amount 
referenced in the question above is the test year expense, not the 
annualized pension expense. For the Mercer study and supporting 
calculations see the attachments to the response to PSC-2 Question No 
105(b). 
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Active Participants 
Participants with deferred benefits 
Participants receiving benefits 

c. The annualized post-retirement expense amount is $4,892,371 The 
amount referenced in the question above is the test year expense, not the 
annualized post-retirement expense. See the Mercer study in the 
Atlachment to the Response to PSC-I Question No. 54. See the 
Attachment to the Response to PSC-2 Question No. 105(b) for the 
supporting calculation. 

d. The Mercer study was performed assuming the following employee 
counts: 

880 
559 

1,296 

Retirees 96 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 50 

Responding Witness: Valerie L. Scott 

Q-50. With regard to the Post-Employment expenses shown on Rives Exhibit 1, 
Schedule 1.17, please provide the following information: 

a. Provide the equivalent actual Post-Employment expenses booked by KU for 
each of the 3 years prior to the test year and for the 12-month period ended 
July 3 1,2008. 

b. Provide a copy of the Mercer study supporting the proposed annualized 
expenses of $201,677. This supporting information should show how the 
$201,677 for KU was calculated from the information contained in the Mercer 
study (Note: if this information is contained in the Mercer study attached to 
PSC-1-55, show how the $201,677 for KU was determined from the study 
data in this data response). 

e. Number of KU employees based upon which the pro forma annualized 
expenses from the Mercer studies were determined. 

A-50. a. Post-employment expenses (income) booked by the Company for the periods 
requested is as follows: 

4/30/05 $556,154 
4/30/06 1 10,892 
4/30/07 53,875 
713 1/08 (1,041,779) 

b. See the Mercer study in the Attachment to the Response to PSC-1 Question 
No. 55. See the Attachment to the Response to PSC-2 Question No. 105(b) 
for the supporting calculation. 

c. The Mercer study was performed assuming 63 disabled KU employees and 7 
disabled Servco employees. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 51 

Responding Witness: Paula H. Pottinger, Ph.D. 

Q-5 1 Is the Company planning a workforce reduction program in the near-term future? 
If so, provide all relevant details regarding this program 

The Company has not announced nor does it have plans for programs that will 
reduce staffing levels in the future 

A-51 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 52 

Responding Witness: Valerie L. Scott 

Q-52. With regard to employee benefit expenses other than pensions, OPRB and Post- 
Employment Benefits addressed in Rives Exhibit 1, Schedules 1.16 and 1.17, 
please provide the following information: 

a. Actual employee benefit expenses (O&M expense portions only) other than 
pensions OPRB and Post-Employment Benefits, in total and broken out by 
specific employee benefit expense category, for the test year, the 3 12-month 
periods prior to the test year and the 12-month period ended .July 31,2008. 

b. Please provide a detailed breakout of the nature and purpose of all of the 
expense components making up the Company’s total test year Employee 
Welfare expenses of$70,089 in account 9261 10. 

A-52. a. See attached 

b. The $70,089 is the amount for Louisville Gas & Electric Company and the 
amount for Kentucky Utilities is $48,306. The $48,306 is made up of $48,200 
of Well-fit education and program expenses and $106 of Smoking Cessation 
Reimbursement expenses. 
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Scott 
KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

2005 2006 2007 

/$5,780,734 \$6,819,277 1$7,053,742 1 
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Scott 

c. The TIA program expense included in below-the-line expense accounts for the 
test year by account number are listed below: 

Account Description Total 
426491 EXP-CIVIC/POL/R!3L $ 46,430 
426501 EXP-CIVIC/POL/REL - INDIRECT 372 

426591 OTHER DEDUCTIONS - INDIRECT 5,629 
-1 OTAL $ 52,505 

These expenses represent TIA burden expenses related to labor charged from 
the External Affairs department for activities related to representation before 
governmental agencies and legislative bodies at the local, state, and federal 
levels on matters directly related to the Company. The expenses recorded in 
these accounts are not included in rates and are not proposed to be included in 
rates. 

d. There are no SEW expenses included in Kentucky Utilities’ test year O&M 
expenses. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 54 

Responding Witness: Shannon L. Charnas 

Q-54. In the same format and detail as per the response to AG-1-49 in the prior LG&E 
rate case, Case No. 2003-00433, please provide a detailed listing of all of the 
expense items (with associated cost amounts) included in the following accounts 
for the test year: 

a Accounts 908009 and 908909 - M i x  Marketing expenses. 
b. Account 909004 - Miscellaneous Customer Service expenses. 
c. Account 909005 - Media Relations expenses. 
d Account 90901 3 - Safety Programs expenses. 

A-54. See attached. 
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353.60 
9 91 

16.54 
27.53 
3.67 

48.76 

Page 1 of 1 
Charms 

LABOR - EXEMPT 
OVERHEADS - SICK 
OVERHEADS - HOLIDAY 
OVERHEADS - VACATION 
OVERHEADS - OTHER OFF DUTY 
OVERHEADS - TEAM INCENTIVE AWARD 

KENTlJCKY UTILITIES COMPANY 
DETAIL FOR ACCOUNTS 908009,908909,909004,909005 AND 909013 

FOR THE PERIOD MAY 1,2007 -APRIL 30,2008 

ACCOlJNT ELECTRIC DESCRIPTION 

31i372.95 
280.19 

3.539,,69 
0.30 

(29.92) 
12.48 
30.29 

53,3 17.1 2 
1,359.,15 

15,889.45 
2.225.00 

144.70 
251 

521.,16 
44.00 

6.589.,48 
23,55721 
12,850.00 

23.15 
64.23 

184.542.49 

7,199,50 
(5,737.25) 
12,734.39 

119.975.,34 
312.55 

304,443.18 

438,927.71 

(12.340.841 

(12,340.84) 

1,770 00 
46.780,19 

520.00 
15.57 

49,085.76 

MISCELLANEOUS 
LABOR - EXEMPT 
FREIGHT - OTHER 
OVERHEADS - SICK 
CORPORATE DEFAULT 
OVERHEADS - HOLIDAY 
OVERHEADS - VACATION 
MILEAGE REIMBURSEMENT 
DUES AND SUBSCRIPTIONS 
CELLULAWPAGING SERVICES 
FEES, PERMITS & LICENSES 
MEALS - FULLY DEDUCTIBLE 
OVERHEADS - OTHER OFF DUTY 
O/S - OTHER-LABORJRD PARTY 
OVERHEADS -TEAM INCENTIVE AWARD 
EDUCATION &TRAINING -COURSE FEES 
MEALS /ENTER- PARTIALLY DEDUCTIBLE 
O/S - MGMT CONSULTING FEES & EXPENSES 
PM ~ OFFICE SUPPLlES/EQUlPMENT/FURNlTURE 
TELECOMMUNICATIONS - LONG DISTANCE CALLS 

01s - MATERIAL & EQ~JIPMENT 
CORPORATE DEFAULT 
MISCELLANEOUS 
O/S - OTHER-LABOR9RD PARTY 
TRAVEL 
ADVERTISING 

O/S - OTHER-LABORJRD PARTY 

O/S - MATERIAL 8 EQUIPMENT 
O/S - OTHER-LABOR-3RD PARTY 
MISCELLANEOUS 
FREIGHT ~ OTHER 

460.01 I 
32.749.35 ITRAVEL 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 55 

Responding Witness: Chris Hermann 

Q-55 In the same format and detail as per AG-1-312 in the prior LG&E rate case, Case 
No 2003-00433, please provide a list of all test year expenses associated with 
trade groups and economic development activities. For each item, list the 
organization, the amount allocated to gas and electric accounts, the account 
numbers and description of purpose of the expense 

A-55. See attached. All amounts are electric 
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Hermann 
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OrPanization Amount 

Lexington Forum 

SEDC 

$225 

Kiwanis 
Lexington Lions 
Club 
KAED 

KWTC 

IEEE 

Economic $16.305 

$130 
$72 

$450 

$1,000 

$855 

Development Real 

Account No. 

901 900 

908909 

908909 

908909 

90 1900 

901900 

901 900 

90 1900 
901900 

901900 

901 900 

908909 

908909 

908909 
908909 

DcscriptionRurpose 

Association of Energy Engineers - 
education & industry ... . infoimation - 
American Institute o f  Architects - education 
& industry information 
Commercial Property Association 
Lexington - education & relationship 
develonmeni 
Lexington Forum, Inc., - community 
development 
Southern Economic Develooment Council - 
education & relationship development 
International Economic Development 
Council - education & relationship 
development 
Homebuilders Association - education & 
relationship development 
Community involvement 
Community involvement 

Kentucky Association for Economic 
Development - relationship development 
with state economic development 
executives 
Kentucky World Trade Center - education 
and industry awareness 
Institute of Electric & Electrical 
Engineering - education & industry 
information. 
Tradeshow participation with Kentucky 
Economic Development community leaders 
- lead generation 
Consultant visits - lead generation 
Networking events with KY economic 
development community leaders and 
conimercial real estate brokers 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 56 

Responding Witness: Shannon L. Charnas 

Q-56 In Rives Exhibit 1, Schedule 1.20, certain advertising and promotional expenses 
are eliminated for ratemaking purposes. For each test year advertising or 
customer information expense that was left in for ratemaking purposes, please 
provide the exact same information as was provided in response to AG-1-229 in 
the prior LG&E rate case, Case No 2003-00433 

A-56. See attached 
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Ciisrnns 
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IUCNTUCICY UTILITIES COMPANY 
CONSERVATION (909) AND OTHER ADVERTISING EXPENSES 

FOR THE 12 MONTHS ENDED 04/30/08 

VENDOR NAME BENEFIT MEDIA ACCOUNT TOTAL 
American Express Corp Energy Conservation Other 909004 $ 312.55 
Creative Alliance Eiierby Conservation Television 909004 (1  19.59) 
Creative Alliance Energy Conservalion Television 909004 (1,989.00) 
Creative Alliance Energy Conservation Television 909004 (671.50) 
Creative Alliance Energy Conservation Television 909004 (1,451.25) 
Creative Alliance Energy Conservation Television 909004 (561.00) 
Creative Alliance Energy Conservation Magazine 909004 3,700.00 
Creative Alliance Energy Conservation Magazine 909004 3,300.00 

Energy Conservation Magazine 909004 22,750.00 Creative Alliance 
Creative Alliance Energy Conservation Magazine 909004 3,800.00 
Creative Alliance Energy Conservation Magazine 909004 3,300.00 
Creative Alliance Energy Conservation Magazine 909004 3,800.00 
Creative Alliance Energy Conservation Television 909004 (1,933.75) 
Creative Alliance Energy Conservation Other 909004 (579.48) 
Creative Alliance Conservaiion Television 909004 32,521.50 
Creative Alliance Conservation Direct Mail 909004 1,354.64 
Creative Alliance Conservation Television 909004 525.00 
Creative Alliance Conservation Billboards 909004 1,050.00 
Creative Alliance Conservation Newspaper 909004 24,626.90 
Creative Alliance Conservation Newspaper 909004 11,486.64 
Creative Alliance Conservation Newspaper 909004 3,300.00 

15,403.70 Creative Alliance Conservation Radio 909004 
Creative Alliance Conservation Television 909004 19,677.50 
Creative Alliance Conservation Newspaper 909004 3,193.45 
Creative Alliance Conservation Radio 909004 28,027.75 
Creative Alliance Conservation Radio 909004 48,453.40 
Creative Alliance Conservation Direct Mail 909004 1,521.66 
Creative Alliance Conservation Newspaper 909004 310.00 
Creative Alliance Conservation Billboards 909004 1,050.00 
Creative Alliance Conservation Radio 909004 6,750.00 

Multi-media 909004 24,694.92 Creative Alliance Conservation 
Creative Alliance Conservation Radio 909004 937.50 
Creative Alliance Conservation Billboards 909004 1,050.00 
Creative Alliance Conservation Television 909004 9,838.75 
Creative Alliance Conservation Radio 909004 7,701.85 
Creative Alliance Conservation Newspaper 909004 6,309.55 
Creative Alliance Conservation Newspaper 909004 3,300.00 
Creative Alliance Conservation Newspaper 909004 5,969.70 
Creative Alliance Conservation Radio 909004 8,637.50 
Creative Alliance Conservation Multi-media 909004 1,575.00 
Creative Alliance Conservation Television 909004 29,287.60 
Creative Alliance Conservation Newspaper 909004 312.50 
Creative Alliance Conservation Billboards 909004 1,050.00 
Creative Alliance Conservation Brochure 909004 93.12 
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VENDOR NAME BENEFIT 
Creative Alliance Conservation 
Creative Alliance Conservation 
Double Dog Dare LLC Conservation 
Double Dog Dare LLC Conservation 
Herald-Ldr Circ Tranz Energy Conservation 
Power Creative Customer Newsletter 
Power Creative Customer education 
Power Creative Customer education 
Power Creative Customer education 
Power Creative Customer education 
Power Creative Customer education 
Preferred Marketing Solutions Customer Newsletter 
Preferred Marketing Solutions Customer Newsletter 
Preferred Marketing Solutions Customer Newsletter 
Preferred Marketing Solutions Customer Newsletter 
Preferred Marketing Solutions Customer Newsletter 
Preferred Marketing Solutions Customer Newsletter 
Preferred Marketing SohItions Customer Newsletter 
Prefened Marketing Solutions Safety 
Push Design LLC Conservation 
Push Design LLC Customer education 

KEN7UCKY UTILITIES COMPANY 

MEDIA ACCOUNT TOTAL 
Multi-media 909004 18,817.45 
Television 909004 257.34 

Other 909004 1,337.43 
Other 909004 758.25 
Other 909004 8,500.00 

Direct Mail 909004 (87.50) 
Direct Mail 909004 2,078.75 
Direct Mail 909004 3,162.50 
Direct Mail 909004 3,276.25 
Direct Mail 909004 1,152.50 
Direct Mail 909004 1,952.50 
Direct Mail 909004 6,695.49 
Direct Mail 909004 6,969.50 
Direct Mail 909004 5,024.40 
Direct Mail 909004 8,179.49 
Direct Mail 909004 8,180.02 
Direct Mail 909004 8,179.49 
Direct Mail 909004 8,180.02 
Direct Mail 909004 715.50 

Other 909004 7,287.00 
Direct Mail 909004 375.00 

- 
Charnas 

UnitedGail LLC 
Carma International Inc 
Carma International Inc 
Carma International Inc 
Factiva 
Factiva 
Media Gofer lnc 
Media Gofer Inc 
Media Gofer Inc 
Media Gofer Inc 
Media Gofer Inc 
Media Gofer Inc 
Media Library Inc 
Media Library Inc 
Media Library Inc 
Media Library Inc 
Nick Bonura Photography 
City Of Madisonville 
Adhawks Advertising And Pr Inc 
Adhawks Advertising And Pr Inc 
Adhawks Advertising And Pr Inc 

Customer education Direct Mail 909004 115.12 
Energy Conservation Other 909005 (1,335.60) 
Energy Conservation Other 909005 (1,335.60) 
Energy Conservation Other 909005 (705.60) 
Customer Newsletter Other 909005 (250.00) 
Energy Conservation Other 909005 (250.00) 

Energy Conservation Other 909005 (273.63) 
Energy Conservation Other 909005 (245.53) 
Energy Conservation Other 909005 (212.94) 
Energy Conservation Other 909005 (1 99.25) 
Energy Conservation Other 909005 586.32 
Energy Conservation Other 909005 (967.60) 
Energy Conservation Other 909005 (2,177.41) 
Energy Conservation Other 909005 (1,530.82) 
Energy Conservation Other 909005 (2,621.51) 
Safety Other 909005 (72.50) 
Energy Conservation Other 90901 1 278.40 
Safety Direct Mail 909013 630.00 
Safety Direct Mail 909013 63.00 
Safety Direct Mail 909013 115.50 

Energy Conservation Other 909005 (499.17) 

The Cubero Group Inc IConservation /Multi-medid 909004 1 4,901.46 
United Mail LLC ]Customer Newsletter I Direct Mail1 909004 I (997.36) 
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KENTUCKY UTILITIES COMPANY 
CONSERVATION (909) AND OTHER ADVERTISING EXPENSES 

FOR THE 12 MONTHS ENDED 04/30/08 

Charms 
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KENTUCKY UTILITIES COMPANY 
CONSERVATION (909) AND OTHER ADVERTISING EXPENSES 

FOR THE I t  MONTHS ENDED 04/30/08 

Charnas 



VENDOR NAME 
TMP Worldwide Advertising 

TMP Worldwide Advertising 
TMP Worldwide Advertising 
TMP Worldwide Advertising 
U of L Support Service 
U of L Support Service 
U of L Support Service 
AI’ Urban League 
AP Urban League 
Cybertech Inc 
Mycareernetwork.Com LLC 
The Power Marketing Association 
TMP Worldwide Advertising 
TMP Worldwide Advertising 

TMP Worldwide Advertising 

- 

TMP Woi Idwide Adveiti5ing Jl~eciuimionr I Other I 921902 I 668 10 
TMl’ \Voildwide Advenising )lteciuitnient 1 Other I 921902 I 896.59 

BENEFIT MEDIA ACCOUNT TOTAL 
Recruitment Other 92 1002 133.77 
Recruitment Other 921002 537.44 
Recruitment Other 92 1002 267.24 
Recruitment Other 92 1002 149.66 
Recruitment Other 92 1002 601.29 
Recruitment Other 92 1002 16.00 
Recruitment Other 921002 8.96 
Recruitment Other 92 1002 36.00 
Recruitment Other 92 1 902 54.50 
Recruitment Other 92 1 902 73.14 
Recruitment Other 92 1 902 193.50 
Recruitment Other 92 1 902 (95.52) 
Recruitment Other 92 1 902 89.50 
Recruitment Other 92 1 902 597.15 
Recruitment Other 92 1 902 801.39 

u o f L  SupportService 
U of L Support Service 
Walmart Supercenter 
Walmart Supercenter 

Below the line amounts not included above 50 
Total $ 576,147 

Recruitment Other 92 1 902 40.00 
Recruitment Other 92 1 902 53.68 
Recruitment Other 92 1 902 5.00 
Recruitment Other 92 1 902 6.71 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 57 

Responding Witness: Shannon L. Charnas 

Q-57. With regard to Legal expenses charged to KU's operation and maintenance 
expenses, please provide the following information: 

a. Total Legal expenses booked in the test year as compared to total Legal 
expenses booked in the years 2003,2004,2005,2006 and 2007. 

b. Breakout of' actual test year Legal expenses by major legal issue and an 
indication as to which test year Legal expenses can he considered recurring or 
non-recurring. 

c. Total legal expenses included in the Company's Board-approved budget for - 
2008, 

A-57. a.. 
Year $ 
2003 1,103,367 
2004 3,145,198 
2005 4,192,082 
2006 3,585,449 
2007 4,901,509 

Test Year 6,109,822 

b. 
Major Legal 

Issue 
Regulatory 
Litigation 
Contracts 
Corporate 
Employment 
Real Estate 

Total 

Test Period 
Amount 

$3,395,552 
2,295,358 

205,639 
1 18,792 
67,607 
26,874 

$ 6,109,822 

Recurring ? 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 



Response to AG-1 Question No. 57 

Charnas 

c. Total legal expenses included in the Company’s Board-approved budget for 
2008 are $4.3 million. 

Page 2 of 2 
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Pottinger 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 58 

Responding Witness: Paula H. Pottinger, Ph.D. 

4-58" For each month from April 2007 through August 2008, provide the actual number 
of KU employees and KU-allocated service company employees and compare it 
to the equivalent number of employees used to determine the pro forma wages 
and salaries in this case. Provide the monthly employee data in total and as 
broken out by employee category. 

A-58. The chart below shows the actual number of KU employees for each month from 
April 2007 through August 2008. The employees for April 2008, in the table 
below, are the same as those used to calculate to adjustments in Reference 
Schedule 1.15 to Rives Exhibit 1. See also response to PSC-2 Question No. 100. 



Response to AG-1 Question No. 58 

Pottinger 
Page 2 of 2 

The chart below shows the actual total number of Service Company employees 
for each month from April 2007 through August 2008. Service Company 
employees are not maintained on an allocated basis The employees for April 
2008, in the table below, are the same as those used to calculate to adjustments in 
Reference Schedule I 15 to Rives Exhibit 1 See also response to PSC-2 
Question No 100 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 59 

Responding Witness: Shannon L. Charnas 

4-59" With regard to Outside Services expenses charged to Account 923, please provide 
the following information: 

a. In the same format and detail as per the response to AG-1-74 in the prior 
LG&E rate case, Case No. 2003-00433, provide a breakout, by major outside 
service expense category, of the actual 923 expenses in the test year and each 
of the years 2004 through 2007. 

b. For any consulting fees included in the actual annual Account 923 expense 
components to be provided in response to part (a) above, provide another 
breakout showing the types of consulting activities. 

c. Explanation as to why the test year Account 923 expenses of $10.7 million are 
almost $4 million (59%) higher than the $6.7 million Account 923 expenses in 
the year prior to the test year. 

d. Account 923 expenses included in the Company's Board-approved budget for 
2008. 

A-59. a. See attached. 

b. See attached. 

c. Account 923, Outside Services Employed, increased from $6.7 million to 
$10.7 million due primarily to an increase for outside counsel services in the 
amount of $3.4 million. 

d. The total Account 923 expense included in the Company's Board-approved 
budget for 2008 is $9,602,317. 
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Charnas KENTUCKY UTILITIES COMPANY 
ACCOUNT 923 - OlJTSlDE SERVICES BY MAJOR CATEGORY 

FOR THE TEST YEAR AND CALENDAR YEARS 2004-07 

Year Category Total 
TEST ACCOUNTING SERVICES $ 47,053 81 
YEAR ACCTNG USE - MlSC JE - NONALLOCATED 

AUDIT FEES 
ENVIRONMENTAL-LABOR-3RD PARTY 
LEGAL9RD PARTY 
MATERIAL & EQUIPMENT 
MGMT CONSULTING FEES & EXPENSES 

OUTSIDE COLLECTION FEES 
PHYSICAL AND MEDICAL EXAMS 
SECURITY 
SERVCO CONVENIENCE PAYMENTS 
TEMPORARY HELP 

TOTAL. 

OTHER-LABOR-3RD PARTY 

2007 ACCOUNTING SERVICES 
ACCTNG USE - MlSC JE - NONALLOCATED 
AUDIT FEES 
CONTRACTORS - COMPUTER SUPPORT 

LEGAL-3RD PARTY 
MATERIAL & EQUIPMENT 
MGMT CONSULTING FEES & EXPENSES 

PHYSICAL AND MEDICAL EXAMS 
SECURITY 
SERVCO CONVENIENCE PAYMENTS 
TEMPORARY HELP 

TOTAL 

ENVIRONMENTAL-LABOR-3RD PARTY 

OTHER-LABORJRD PARTY 

2006 ACCOUNTING SERVICES 
ACCTNG USE - MlSC JE - NONALLOCATED 
AUDIT FEES 
CONTRACTORS - COMPUTER SUPPORT 

LEGAL-3RD PARTY 
MATERIAL & EQUIPMENT 
MGMT CONSULTING FEES & EXPENSES 
OTHER-LABOR-3RD PARTY 
OUTSIDE COLLECTION FEES 
PHYSICAL AND MEDICAL EXAMS 
SECURITY 
SERVCO CONVENIENCE PAYMENTS 
TEMPORARY HELP 
OTHEREXPENSES 

TOTAL 

ENVIRONMENTAL-LABOR-3RD PARTY 

57,876.31 
397,935.94 
94,719.65 

6,109,262.37 
28.483.25 

1,544.746.99 
2,149,239.88 

23.,97 

55,932.57 
25,911.44 

165,209.73 

45,128.28 

$ 10,721,524.19 

$ 66,498.,57 
(75,604.12) 
354,397.00 

63.532.31 
4,886,531 “44 

31,402.37 
1,343,149,09 
2,022,701 .,69 

62,571 “37 
46,564.8 1 
14,319.21 

165,385,77 

4,500.00 

$ 8,985,949.51- 

$ .13,373.00 
135,379.90 
391,327.49 

1,269.20 
62,920.96 

3,585,187.13 
86.326,,07 

344,768.26 
2,083,72752 

30.315,3.1 
358.15 

50,045., 18 
172.322.38 

46.75 

8 6,957,637.40 

270.00 
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KENTUCKY UTILITIES COMPANY Charnas 
ACCOUNT 923 - OUTSIDE SERVICES BY MAJOR CATEGORY 

FOR THE TEST YEAR AND CALENDAR YEARS 2004-07 

Year Category Total 

2005 ACCOUNTING SERVICES $ 1,41728 

AUDIT FEES 298,698 76 
CONTRACTORS - COMPUTER SUPPORT 70.850 97 
LEGAL9RD PARTY 4,191,580 21 
MATERIAL & EQUIPMENT 15,334 37 
MGMT CONSULTING FEES & EXPENSES 354,059 59 
OTHER-LABOR-3RD PARTY 2.47 1,504 56 
OUTSIDE COLLECTION FEES 1,439 77 
PHYSICAL AND MEDICAL EXAMS 33,197 58 
SECURITY 28,818 39 
SERVCO CONVENIENCE PAYMENTS 24,922 00 
TEMPORARY HELP 176,989 03 
OTHEREXPENSES 5 12 

ACCTNG USE - MlSC JE - NONALLOCATED (7.s.590 96) 

TOTAL 

2004 COMPANY LABOR 
COMPANY OVERHEADS 
ACCOUNTING SERVICES 
ACCTNG USE - MlSC JE - NONALLOCATED 
AUDIT FEES 
CONTRACTORS - COMPUTER SUPPORT 
LEGAL-3RD PARTY 
MATERIAL & EQUIPMENT 
MGMT CONSULTING FEES & EXPENSES 
OTHER-LABOR-3RD PARTY 
PHYSICAL AND MEDICAL EXAMS 
SECURITY 
TEMPORARY HELP 
OTHEREXPENSES 
TRANSPORTATION COSTS 
VARIABLE GENERATION COSTS 

TOTAL 

$ 7,592,226.67 

$ 92,165 09 
25,803 20 

7,379 01 
989.485 51 

6,600 00 
86,047 72 

3,084,003 67 
(770 54) 

521,804 59 
1,674,012 71 

23,990 57 
38,533 36 

277,983 91 

5,750 79 
16,069 73 

379,344 a i  

8 7,228,203.33 



Attachment to Response to AG-1 Question No. 59(h) 
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Charnas KENTLJCKY LJTILITIES COMPANY 
ACCOUNT 923 - OUTSIDE SERVICES FOR CONSULTING 
FOR THE TEST YEAR AND CALENDAR YEARS 2004-07 

Year -_ Category Total 

TEST 
YEAR 

2007 

2006 

2005 

2004 

ACCOUNTING SERVICES 
AUDIT FEES 
LEGAL-3RD PARTY 
MGMT CONSULTING FEES & EXPENSES 

TOTAL 

ACCOUNTING SERVICES 
AUDIT FEES 
CONTRACTORS - COMPUTER SUPPORT 

MGMT CONSULTING FEES & EXPENSES 

TOTAL 

ACCOUNTING SERVICES 
AUDIT FEES 

LEGAL-3RD PARTY 
MGMT CONSULTING FEES & EXPENSES 

TOTAL 

LEGAL-3RD PARTY 

CONTRACTORS - COMPUTER SUPPORT 

ACCOUNTING SERVICES 
AlJDlT FEES 

LEGAL9RD PARTY 
MGMT CONSULTING FEES & EXPENSES 

TOTAL 

ACCOUNTING SERVICES 
AUDIT FEES 
CONTRACTORS - COMPUTER SUPPORT 
LEGAL-3RD PARTY 
MGMT CONSULTING FEES & EXPENSES 

TOTAL 

CONTRACTORS - COMPUTER SUPPORT 

$ 47,053 81 
397,935 94 

6,109,262 37 
1,544,746 99 

$ 8,098,999.11 

$ 66,498 57 
354,397 oa 

4,500 oa 
4,886,531 44 
1,343,149 09 

$ 6,655,076.10 

$ 13,373 00 
391,327 49 

1,269 20 
3,585.187 13 

344,768 26 

$ 4,335,925.08 

$ 1.417.,28 
298,698.,76 

70,850.97 
4,191,580.,21 

354,059.,59 

$ 4,916,606.81 

$ 7.379.,01 
6.600.00 

86.047.,72 
3,084.003,67 

521,804.59 

$ 3,705,834.99 





IUCNTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 60 

Responding Witness: Shannon L. Charnas 

Q-60. Please provide the actual annual electric tree trimming expenses booked by KtJ in 
the test year as compared to the years 2003 through 2007. In addition, indicate 
the account number(s) in which these expenses are recorded 

A-60. Tree trimming expenses booked by KU for 2003 through 2007 and the test year 
are: 

200.3 $8,589,772 
2004 $10,667,048 
2005 $10,448,430 
2006 $10,340,720 
2007 $10,988,632 
12 months ended 4/30/08 $1 1,400,771 

All expenses listed above are charged to account 593004 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 61 

Responding Witness: Shannon L. Charnas 

4-61 In the response to PSC-1-31, the Company has provided detaile invoices r all 
In this regard, please provide the test year professional services expenses 

following information: 

a 

b 

Provide a summary of the total test year expenses for each major professional 
service category included in the response. 
Provide comparable professional services expense information, i e ,  total 
expenses and a breakout of all major expense categories, for each of the years 
2004 through 2007 

A-61 a Seeattached 

b. See attached. 



Attachment to Response to AG-1 Question No. 61(a) 
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Charnas 
KENTUCKY UTILITIES COMPANY 
MAJOR PROFESSIONAL SERVICE EXPENSE 
TEST YEAR 

Type Total 
Accounting $448,749.75 
Engineering 1,984,439 22 
Legal 6,109,822 47 
Other 66,912,051.04 
Total $75,455,06248 



Alloclmcnl 10 Ileriionsc lo AG-I Qtirs1ion No. 6111,) 
I'ngc 1 of 1 

Chnrnns 

KENTUCKY UTILITIES COMPANY 
PROFESSIONAL SERVICE EXPENSE 

KU .ZOO4 
CATEGORY 

0301 . OIS - OTHER-LABOR-3RO PARTY 
0302. OIS - OUTSIDE COLLECTION FEES 
0303.01s -MATERIAL a EOUIPMENT 
0305 - 01s - MGMT CONSULTING FEES a EXPENSES 
0306 - OIS - TEMPORARY HELP 
0307 - O B .  SECURITY 
0309 - OIS . EQUIPMENT TESTING 
0310 I 06.  CONTRACTORS - COMPUTER SUPPORT 
0312 -01s. AUDIT FEES 
0314 - OIS - ACCOUNTING SERVICES 
0315 - O B .  COST ACCOUNTING 
0316 - OIS . OTHER LABOR-NO COMPANY EXPERTISE 
0317.OIS. OTHER NON.LABOR-NO COMPANY EXPERTISE 
0321 - OIS - LEGAL-3RD PARTY 

0335 - 06  -PHYSICAL AN0 MEDICAL EXAMS 

0337. OIS . OUTSIDE PRINTING SERVICE 
0375 - OIS . ACCTNG LJSE . MlSC JE . NONALLOCATEO 
TOTAL 

0330 - 01s. MARKETING FEES a EXPENSES 

KU .ZOO5 
CATEGORY 

ACCOUNTING ENGINEERING i&& OiHER ICE!& 

56.600 00 
7437 01 

81.201.010 37 

75.336 29 
94.16200 
4.500 00 

531.728.044 52 533.009.062 09 
288.796 59 260.796 59 

4.115.93591 4.191.274 20 
1.041.01504 1.135.97704 
1.076.690 12 1.003.390 12 

446.393 53 448.393 03 
4.446 61 4.440 61 
95.452 00 95.452 00 

6,000 00 
7.437 01 

25 64 25 64 
293.054 57 3.264.572 00 3.556.426 65 
2.245 00 534.500 72 536.745 72 

$3.132.932 09 3.132.932 09 
12,26550 12.265 50 
59.265 00 59.285 00 

160 00 10000 
45.606 61 45.606 61 
14.659 06 14.65906 
41020 410 20 

100.037 07 108.037 07 
207.465 61 267.405 61 
11.926 22 11.926 22 
037.146.32 037.146.32 

$14.037.01 5394.761.57 53,132,932.09 $7,045.110.43 511.386.641.10 

ACCOUNTING ENGINEERING LEGAL OTHER 

5436C564Y 76 54587592231 

5 15532669 5367916 19 
i67 065 56 267 065 58 

731 650 64 8 1 o - m  1 3  

52 270 272 59 

192 591 50 
70.652 49 

0301 - 0 . S  - OTnFlI-48CR-3RO PARTY 
0302 - 0 S - OLTSIUE COLLECl ON FEES 
0303- o s . MAI mint 8 EOLIIPMI:NT . .~  . . 
0305.01s. MGMT CONSUCTING FEES a EXPENSES .. 
0306.01s. TEMPORARY HELP 1.092.040 05 1.092.040 05 
0307 . OIS -SECURITY 472.441 60 472.441 60 
0310.0IS -CONTRACTORS. COMPUTER SUPPORT 2.560 00 156.701 66 159.261 56 
0312 -01s -AUDIT FEES $299.298 76 299.296 76 
0314. OIS - ACCOUNTING SERVICES 1.41728 1.417 20 
0321 - OIS - LEGAL-3RD PARTY $4,192,081 67 4.192.001 87 
0323 - OIS - ENVIRONMENTAL-LABOR-3RD PARTY 5.904 02 5.904 62 
0335 - OIS . PHYSICAL AND MEDICAL EXAMS 106,613 13 106.613 13 
0374 - OIS - SERVCO CONVENIENCE PAYMENTS 24.923 14 24.923 14 
0375 - OIS - ACCTNG USE. MISC .JE . NONALLOCATED (665.067.02) (005.087.02) 
TOTAL S300.716.04 $81.232.49 $4.192.061.87 51.705.196.22 $6.279.226.62 

KU .ZOO6 
CATEGORY 

0301 . OIS . OTHER-LABOR-3RO PARTY 
0302 - OIS -OUTSIDE COLLECTION FEES 
0303 - OIS - MATERIAL 8 EOUIPMENT 

0306 -0I.S. TEMPORARY HELP 
0305 - 01s - MGMT CONSULTING FEES a EXPENSES 

ACCOUNTING ENGINEERING i&& OTHER Iar.& 
52.947.976 07 

105.633 30 
75.605 07 

539.374.435 26 542.322.411 33 
296.720 72 296.720 72 

5.039.920 32 5.225.553 62 
n4s ?fit PS s7n AR7 "1 . . . .. . . . . .-- .- -. _ _  

1.032.293 62 1.032.293 62 
0307.OIS. SECURITY 633.561 59 633,561 59 
0310 -01s. CONTRACTORS - COMPUTER SUPPORT 9.513 66 9,513 65 
0312 -01s. AUDIT FEES 5391.327 49 391.327 49 
0314 - 06  -ACCOUNTING SERVICES 13.373 00 13.373 00 
0321 - OIS - LEGALJRD PARTY 53.505.446 66 3.555.440 85 
0323 - 06. ENVIRONMENTAL-LABOR-3RD PARTY 70.358 46 9.316 26 78.874 72 
0335 - OIS - PHYSICAL AND MEDICAL EXAMS 138.065 74 136.005 74 
0374 - OIS . SERVCO CONVENIENCE PAYMENTS 50.045 16 50.045 16 
0375 .. OIS . ACCTNG USE - MISC .JE . NONALLOCATED 1.035.020.70 1,035,020.70 
TOTAL 5404.700.49 5145.963.53 53.565.440.66 53.753.098.72 57.869.211.62 



KU ~ 2007 
CATEGORY 

0312 -06. AUDIT FEES 
0314 - 06 -ACCOUNTING SERVICES 
0 3 2 1 . 0 I S .  LEGAL-3RD PARTY 
0301.0IS. OTHER-LABORJRD PARTY 
0302 - OIS -OUTSIDE COLLECTION FEES 
0303 - OIS - MATERIAL & EOUIPMENT 
0305 - 0 6 .  MGMT CONSULTING FEES 8 EXPENSES 
0306 - 0 6 .  TEMPORARY HELP 
0307 - OIS - SECURITY 
0310 - OIS - CONTRACTORS - COMPUTER SUPPORT 
0323 - OIS - ENVIRONMENTAL-LABOR-3RD PARTY 
0335 - OIS - PHYSICAL AN0 MEDICAL EXAMS 
0316. OIS - OTHER LABOR-NO COMPANY EXPERTISE 
0374 - OIS - SERVCO CONVENIENCE PAYMENTS 
0375 - OIS . ACCTNG LJSE - MlSC JE . NONALLOCATEO 
TOTAL 

Altarlimciit tu Response 10 A G I  Question No. 61(b) 
Pngc 2 uf 2 

Cllnrnnr 

ACCOUNTING ENGINEERING OTHER 

$354.397 a0 $354.397 00 
67.309 76 67.309 76 

$4.901.509 25 4.901.509 25 
56.252.426 10 $46.010.059 09 53.070.406 07 

85.994 27 6.094.609 93 6.180.604 20 
276.261 27 1.709.201 51 1.905.482 70 

993.036 15 993.036 15 
762.405 70 762.405 70 

10.465 85 10.465 85 
37.440 70 65.13607 102.577 57 

167.900 39 167.908 39 
3.641 a0 3.641 00 

14.390 40 14.398 40 

$421,706.76 56,730,090.59 $4.901.509.25 $55.747.275.16 567.800.561.76 

332.094 06 332.096 06 

77.948.17 (1.251.762.75) (1,173,814.56) 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 62 

Responding Witness: Shannon L. Charnas 

Q-62. Please provide all expenses and taxes included in the above-the-line operating 
results that are associated with non-utility properties and explain why they should 
be included for ratemaking purposes. 

A-62. Based upon a reasonable investigation and consistent with Company policy, there 
are no expenses or taxes in the above-the-line operating results for non-utility 
properties. Any expenses associated with these properties are charged below-the- 
line. 
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Scott 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 63 

Responding Witness: Valerie L. Scott 

Q-63 With regard to the Company's Bad Debt expenses, please provide the following 
information: 

a., Workpaper showing the derivation of the .2030% bad debt ratio used in the 
calculation of the Gross Up Revenue Factor on Rives Exhibit 1, Schedule 
1.42. In addition, reconcile this ratio to the uncollectible data shown in the 
response to PSC-1-35" 

b. Reconcile the annual uncollectible expenses shown in the response to PSC-1- 
35 for the test year and the years 2005 through 2007 to the Account 904 
uncollectible expenses for the same years shown in the response to PSC-I- 
23(b), page 3 .  

c. Explain why the actual test year Account 904 uncollectible expenses of $3.3 
million are 70% higher than the similar expenses of $1 "957 million in the year 
prior to the test year. 

d. Explain why the Company has considered the actual test year expense of $ 3 , 3  
million to be the appropriate recurring annual expense level for ratemaking 
purposes in this case. 

A-63. a. The derivation of the 0.2030% bad debt ratio used in the calculation of the 
Gross Up Revenue Factor on S. Bradford Rives Exhibit 1, Schedule 1.42 

Charges to reserve account per PSC 1 Question No,. 35 $ 3,238,194 

Less: credits to reserve account per PSC 1 Question No. 35 (862,956) 

Net charge-offs used in the calculation of bad debt ratio $ 2,375,238 



Response to AG-1 Question No. 63 
Page 2 of 2 

Scott 

Billed revenues from ultimate consumers for the twelve 
months ended 04/30/08 $ 1,169,688,236 
Net charge-offs / Billed revenues from ultimate consumers 0.2030% 

Net charge-offs for the test year ended 04/30/08 $ 2,375,238 
Increase in balance of the Reserve for Uncollectible 
Accounts 165,160 

Current year provision $ 2,540,398 

The current year provision amount consists of the net charge-offs plus the 
increase in the balance of the reserve for uncollectible accounts. Additionally, 
the ratio of uncollectible expense uses total revenue rather than the billed 
revenue in the bad debt ratio. 

See also Question No. 3 

b. See attached 

c Please see the Company’s response to PSC-2 Question No 132(n) 

d. The account 904 uncollectible expenses of $3.3 million is an appropriate level 
for ratemaking because of the on-going disputes with Owensboro Municipal 
Utilities and the higher net charge-off ratio for the test year 



Attachment to Response to A G 1  Question No. 63@) 
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Scott 

Kentucky Utilities Company 
Case No 2008-00251 

Reconciliation of Uncollectible Expenses 
For the Years 2005 through 2007 

and the Test Year Ending April 2008 

Test Year 2007 2006 2005 

Bad Debt Expense (Account 904) $ 3,330,953 $ 2,323,942 $ 2,608,946 $ 2,338,612 
2,375,238 2,186,376 2,280,608 1,495,815 Net Charge-Offs 

Difference 955,715 137,566 328,338 842,797 

Increase/(Decrease) to Reserve 165,160 (37,980) 230,844 92,645 
Bad Debt Expense to Wholesale Customers 768,929 157,693 94,286 751,150 

Other (1 $1 5) (1,147) (792) (998 

Unreconciled Variance - ~ 

- 

Bankruptcy Charge-Offs 22,641 19,000 4,000 0 
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Pottinger / Bellar 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 64 

Responding Witness: Paula H. Pottinger, Ph.D. / Lonnie E. Bellar 

Q-64. With regard to the response to PSC-1-3.3 (Lobbying expenses), please provide the 
following information: 

a. Provide detailed job descriptions (including descriptions of the various 
required functions and responsibilities) for G.R. Siemens, D.J. Friebert and 
M.S. Beer. 

b. Provide a detailed percentage breakout of the various functions and 
responsibilities to he provided in response to part (a) for each employee, The 
percentages should add to 100%. 

c. Explain why the Company only considers 46.6% of their fimctions and 
responsibilities to be lobbying related. In addition, provide a percentage 
breakout of the remaining 53.4% of their time including an indication how 
much of the remaining ratio of 53.4% represents lobbying activities for 
LG&E. 

A-64. a. Major job description accountabilities are provided below. 

G.R. Siemens 
Identify and analyze high priority legislative, regulatory and executive 
agency issues at the state and local level. Analyze their impact on the 
Company and develop, recommend and coordinate the appropriate 
response for the Company. 
Manage the development and distribution of the corporate position policy 
statement to appropriate opinion leaders, constituency groups, and relevant 
parties.. 
Ensure a favorable climate exists within the executive, legislative and 
regulatory community in order that they might he disposed to act 
affirmatively on issues of interest and importance to the Company. 
Direct the corporate political action committee (PAC) and, consistent with 
federal and state election laws, recommend the corporate political giving 
strategy of the PAC. 



Response to AG-1 Question No. 64 

Pottinger I Bellrr 
Page 2 of3  

M.S. Beer 
Identify, analyze and influence critical federal issues and decisions to " .  

support the Company's regulatory policy and strategy. 
Build and retain relationships which ensure the appropriate level of 
influence exists to produce favorable results on issues of interest and 
importance to the Company. 
Lead the development and implementation of the Company's federal 
regulatory policy and strategy. 
Direct the preparation of filings for and the prosecution of regulatory 
proceedings before federal regulatory agencies. 
Ensure regulatory compliance with the rules, regulations, and orders of the 
Federal Energy Regulatory Commission (FERC). 
Manage the relationship between the Company and the FERC. 
Testify, when appropriate, at hearings before the FERC. 
Advise the Company of the impact of important federal regulatory agency 
opinions and decisions and general analysis relating to important 
developments in utility regulation at the federal level.. 
Certify to the FERC that LG&E and KU are in compliance with the 
standards of conduct by verifying that the Companies are adhering to 
standard requirements, development and execution of employee training, 
answering employee questions and coordinating audits and investigations 
with Commission Staff to ensure on-going compliance. 

D.J. Freibert 
Provides significant contributions to policy formulation. 
Partners with VP Federal Regulation and Policy to coordinate policy 
issues among various governmental organizations. 
Represents the Company at the state and local government levels to 
communicate the Company's position on various issues 
Works closely with various state and local political and Lexington based 
special interest groups to influence their processes and outcomes and 
assure that the Company's interests are protected 
Keeps informed of state and local legislative proposals which would 
specifically affect Company objectives 
Keeps abreast of current state and local legislative issues, state and local 
regulatory matters and the announcements and actions of Lexington based 
public interest organizations with their possible attendant effects on the 
Company 
Advises Company officers and department heads regarding proposed state 
and local legislation/regulations that could affect Company operations; 
obtains their reactions and recommendations, and presents them to the 
appropriate government entities 
Guides and assists the Company's legal counsel in drafting statements of 
the Company's position on various state and local issues. 



Response to AG-1 Question No. 64 
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Pottinger / Bellar 

Expedites action on Company matters which require state or local 
government approval. 

* Performs other duties as directed by the VP External Affairs, 

b. The Company does not maintain the information in the form or detail 
requested. 

c. The Company does not agree with the premise in the question (i.e., 46.6% of 
the function and responsibilities of these employees are related to lobbying), 
None of the salary or benefits associated with these employees is included in 
the rates of the Company or charged to the customer. Please see the response 
to PSC-1 Question No. 33 in this proceeding, where it is explained that 46.6% 
of' the functions of the employees listed in (a) above include, but are not 
limited to, representation before governmental agencies and legislative bodies 
local, state and federal levels on matters directly related to the Company and 
the conduct of its business. Additionally, it is noted that these employees also 
provide functional representation of the Company at and participation in civic, 
charitable and community events, monitoring the legislative processes, 
responding to inquiries by federal, state and local governmental agencies and 
legislative bodies and participation in industry meetings and conferences. 
Thus, the Company does not consider 46.6% of the functions of the 
employees listed in part (a) above as only lobbying related. The other 
activities described above are also included in the 46.6%. 

The remaining 53.4% is comprised of 30.4% allocated to LG&E as described 
in response to AG-1 Question No. 71 in Case No. 2008-00252 and the 
response to PSC-1 Question No. 33 in Case No. 2008-00252, and 23 0% 
allocated to Capital Corp. Please note all of these expenses and charges 
discussed in connection with this response are not included in rates 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 65 

Responding Witness: Lonnie E. Bellar I Shannon L. Charnas 

Q-65. With regard to expenses related to the Edison Electric Institute (EEI), please 
provide the Eollowing information: 

a. Total EEI expenses hooked in the test year. 
b Breakout (in approximate percentages) of the various EEI activities in the 

same format and detail as per the Company’s response to AG-1-85(c) in 
LG&E’s prior rate case, Case No. 2003-00433. 

A-65. a. Total EEI expenses booked in the test year are $420,184.90. This amount 
includes all amounts paid directly to EEI or by means of a Company 
procurement card. The Company’s employee expense reimbursement system 
does not provide individual vendor detail, so payments to EEI made directly 
by employees, for items such as course fees, are not included in this amount. 

b. Beginning in 2007, EEI is no longer preparing the breakout of activities by 
NARUC category as provided in the last rate case. For 2007, EEI determined 
that 16 15% of 2007 dues paid was spent on lobbying activities. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 66 

Responding Witness: Shannon L. Charnas 

Q-66 Please provide the following expenses (if included in above-the-line operating 
expenses): 

a. Employee memberships to clubs and associations In addition, identify the 
nature of these clubs and/or associations 

b Employee memberships to professional organizations In addition, identify the 
nature of these organizations 

A-66. See attached for combined list of employee memberships to clubs and 
associations and pIofessional organizations. The Company does not separately 
track membaships in clubs and associations and memberships in professional 
organizations. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 67 

Responding Witness: Shannon L. Charnas 

Q-67 Please explain why the penalty expense of $3,789 in Account 930 [see response to 
PSC-l-30(b), page 21 should be reflected for ratemaking purposes in this case 

A-67 This penalty is for a late state payroll tax deposit The Company attempted to 
make the deposit in a timely fashion, but there was an electronic communication 
failure between the initiation of the payment and the state’s receipt of funds The 
ACH for the deposit was returned by the bank but the bank did not notify KU 
timely of the return Because the Company attempted to initiate the payment on a 
timely basis, it made a request for abatement (although denied by the taxing 
authority) The Company believes it did everything it could to avoid this cost and 
therefore this expense should be considered a normal cost of operations and 
included for ratemaking purposes in this case 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 68 

Responding Witness: Shannon L. Charnas 

Q-68. Please provide a description and the associated dollar amounts of all expenses 
hooked in the above-the-line test year results relating to: 

a. Employee gifts and award banquets. 
b. Social events and parties 
c. Other employee related social expenses (specify) 
d. Charitable contributions 
e. Fines and penalties 

A-68. a"-c. KU does not maintain the level of detail requested by employee gifts and 
award banquets, social events and parties, and other employee related social 
expenses. See attached schedule of these expenses on a combined basis. 

See response to PSC-I Question No, 32 for charitable contributions booked 
to above-the-line accounts in the test year. 

Refer to the response to Question No. 70 for expenses related to fines and 
penalties. 

d .  

e. 



ACCOUNT 

500900 
506100 
506100 
5061 00 
566100 
566900 
566900 
580100 
580100 
580100 
580100 
580100 
580100 
580100 
580100 
588100 
588100 
588100 
588100 
588100 
588100 
588100 
588100 
588100 
588100 
588100 
588100 
593004 
903003 
903003 
903003 
903003 
903003 
903003 
903003 
903003 
903003 
903003 
903003 
903022 
903030 
903930 
921002 
921002 
92 1003 
921003 

Attaciiment to Response to AG-1 Question No. 68 
Page 1 o f 3  

Charnas KENTUCKY UTILITIES COMPANY 
EMPLOYEE EVENTS 

FOR THE 12 MONTHS ENDED 04/.30/08 

ELECTRIC 

9; 41 49 
50 00 

1,37500 
3,125 00 

5 00 
35 00 

554.42 
53.98 
77 23 
38 39 

1,036.51 
23 29 
73.51 

899 70 
5 1  24 
25 00 
20,00 
10.00 
25.00 
41.44 

175,OO 
8.3 86 

111.77 
235.18 
756 45 
325 00 
10000 
175 00 
876 11 
360 00 
260.00 
40.00 
40 00 
11.96 
25 00 
43 40 
25 00 
20,oo 
21.12 
15.38 

480 00 
(37 24) 

3.32 
17 42 

10,36 
(3 36) 

DESCRIPTION 

FTD*FTD.COM 11651038 
TE.XAS ROADHOUSE 11136809 
WAL.-MART #2968 H497800 
WM SUPERCl5NTE.R f1497800 
CASH ADVANCE FE.E.S 11363923 
CRACKER BARREL #417 #166769 
LOUISVILLE GSiELECi #166769 

5751 1125-SUL-2007 0738 SERV1550 
BRISTOL BAR & GRILL DO #I75007 
DOOZIE S FLORAL CREA H175007 
D0UBL.E DOG DARE #I75007 
MACY*S SOUTH #0008 it175007 
PROMOTIONS UNL.tMlTED #I  75007 
SELCO CUSTOM TIMES COR $175007 
VON MAUR OXMOOR 26 H175007 
CHEDDARS CASUAL. CAFE H902458 
CHICK-FL-A #I855 Q05 #902458 
DQ GRIL.L.&CHILL 317 407 #902458 
LONGHORN STEAK00051870 13767649 
LONG'S PIC PAC K920783 
LOWES #02345* #767649 
WAL.-h4ART $0497 #go2458 
WAL,-MART if0497 $902458 
WAL.-MART #0497 H902458 
WAL.-MART #0497 it902458 
WM SUPERCENTER #767649 
WM SUPE.RCi3NTE.R #902458 
DICK'S CLOTHING&SPORTl # I  10343 
CHURCH1L.L. DOWNS ADMISS #I  688.38 
CRACKER BARREL. H IO it228273 
Cracker Barrel # 77 #540529 
CRACKER BARREL. if290 #290869 
CRACKER BARREL. MI5 #921422 
KROGER #407 SL9 H540529 
MOVIE PAL.ACE $168838 
PAPA JOHNS 48 #921422 
RAFFE,RTY'S #75 #168838 
WAL.-MART #2968 #290869 
WESTERN SlZZLIN STEAK $091612 
WAL.-MART H2G28 #226178 

WAL,-MART #0739 #868189 
MY GIFT ENTERPRISESLL.C #302971 
WM SUPERCENTE.R #302971 

CHURCHILL DOWNS ADMISS #SO71 14 

ANGEL HANDS THERAPEUTIC MASSAGE 

KENTUCKY STATE TREASURER - SAL.ES TAX 

http://FTD*FTD.COM


ACCOUNT ELK 

92 1003 
92 1003 
921003 
92 1 003 
92 1 003 
92 1003 
92 1003 
92 1902 
92 1902 
92 1902 
92 1902 
921902 
92 1 902 
92 1 902 
92 1902 
921902 
921902 
92 1902 
921902 
921902 
921902 
92 1902 
92 1902 
921902 
921902 
92 1902 
92 1902 
921902 
921902 
921902 
921902 
921902 
921902 
92 1902 
921903 
921903 
921903 
921903 
921903 
921903 
92 1903 
92 1903 
921903 
92 1903 
92 1903 
921903 
921903 
92 1903 
921903 
921903 

CTRIC 

321 16 
1 1  69 

(22 59) 
29 98 

(31 38) 
71249 
(13 72) 

4 56 
1749 
15 17 

(18 15) 
37 25 
63 15 

786 01 
I90 01 
83 87 
28 06 

187 88 
40 50 

107 50 
53 00 

(19244) 
1 66 
2 07 

15 74 
(34 34) 
27 78 

146 10 
344 33 
45 84 
75 00 
30 00 
40 22 
19 94 

(42 00) 
(2 52) 

( 5  26) 

(10 79) 

1,771 00 
(238 63) 

(1901) 
(21 76) 

(698 30) 

( I O  69) 

( I O  16) 
(26 91) 
( 1 1  55) 
(59 79) 

(7 26) 

(0 76) 

Attachment to Response to AG-1 Question No. 68 
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Charnas DESCRIPTION 

CHURCHIL.1. DOWNS ADMISS H507114 
L.ANDSENDBUSINESS H507114 
L.ANDSE.NDBUSINESS H507114 
L.ANDSENDBUSINESS H507114 
L.ANDSENDBUSINESS H507 114 
L.ANDSE.NDBUSMESS H507114 
L.ANDS E.ND CL.OTHMG if507 114 
AL.EXIS LOBBY SHOP H796538 
BE.ARNO'S PIZZA BY THE 13796538 
BEE L.INE. COURIER SERVI 11991924 
D PER M HAY COX 
DIVERSITY ADVENTURES 1 H209064 
DIVERSITY ADVE,NTURES I H461909 
DIVERSITY ADVENTURES I H991924 
D0UBL.E DOG DARE H796538 
KT'S RESTAURANT INC #I461909 
OCCUPATIONAL. PHY SVCS H209064 
TARGE.T 00020685 H461909 
TARGET 00020685 #796538 
WAi. MART #991924 
WM SL3PERCENTE.R H796538 

JPMORGAN CHASE BANK 
KE,NTUCKY STATE TREASURER - SALES TAX 
DIVERSITY ADVE,NTURES I H721377 
DIVERSITY ADVE,NTURES I H721377 
DIVERSITY ADVE,NTURES I H721377 
EXCHANGE. CATALOGiONLIN H721377 
GL.ASSWORK.5 GAL.L.ERY #721377 
L.ADYFINGE.RS CATERING I #721377 
THE LOUISVIL.LE 2.00 #721377 
THE L.OUISVIL.L,E. 2.00 H721377 
WAL.-MART #3294 H721377 
WAL-MART H3294 H721377 
WAL-MART #5418 ti721377 

KENTUCKY STATE TREASURER - SAL.ES TAX 
BCD TRAVEL. GE.RMANY GMBH 
CEDAR GROVE. CNTRY SQ39 #674603 
CHURCHIL,L DOWNS ADMISS #160721 
CHURCHILL. DOWNS ADMISS H674603 

DUSSELDORF MARKETING AND TOURISMUS GMBH 
ERMIN'S FRENCH BAKERY H806537 
HAL.L.MARK.COM #a06537 
HELP DESK INSTITUTE #674736 
JAY C FOODS #E 1 SL.9 H643844 
KENTUCKLANA FOOD SVC H674603 
KROGER H728 SL.9 H674603 
KROGER #728 SL.9 H674603 
KROGER #743 SL9 HE06537 
KROGER 11'753 SL,9 H323044 
MEIJER JNC HI66 QOl H674728 

http://HAL.L.MARK.COM


ACCOUNT 

921903 
921903 
921903 
921903 
92 1903 
92 1903 

TOTAL 

ELECTRIC 

(39 35) 
(17041) 

(74 19) 
(63 85)  
(63 85)  

( 2  72) 

$ 15,049.00 

Attachment to Response to AG-1 Question No. 68 
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DESCRIPTION Charnas 

PAPA JOHNS 81 f1007380 
SEMINARS NATLIPADGETT 11674736 
STONEYBROOK28800002Q74 11806537 
UNIVERSITY OF LOU1 H674736 
UNIVERSITY OF LOU1 #674736 
WHITE CASTLE 06001 5484 H674603 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 69 

Responding Witness: Shannon L. Charnas 

Q-69. With regard to employee moving expenses, please provide the following 
information: 

a. Please provide all employee moving expenses included in the above-the-line 
test year expenses. Provide these moving expenses in total, as well as broken 
out by specific employee move with brief descriptions of the purpose of each 
employee move. 

b. Actual employee moving expenses booked in each of the years 2004 through 
2007. 

A-69. a. Moving expenses included above the line in the test year are $34,639.22 

KU 
Ryan Blackburn 
JennySkaggs 
Matthew Helms 
Fred Ninotti 
Patrice Allen 
Leisha Sexton 
All others 

Reason 
New Hire 
New Hire 
New Hire 
New Hire 
New Hire 
Location Change 
Various 

Amount 
$ 567 19 

2,259 12 
16,417 16 
2,010 51 
9,346 22 
3,808 39 

230 63 

Total $34,639.22 

b. Actual employee moving expenses booked in each of the years 2004 through 
2007 are as follows: 

KU Total 
2004 $130,77371 
2005 177,068 73 
2006 89,109 89 
2007 29,605 19 

Total $426.557.52 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 70 

Responding Witness: Shannon L. Charnas 

Q-70. With Iegard to the test year Account 930209 -Nondeductible Penalties expenses 
of $4,998, please provide the following information: 

a. Explanation of the nature and purpose of each of the penalty items that make 
up the above-referenced total expense amounts. 

b Explanation why these expenses should be included for ratemaking purposes 
in this case. 

A-70. a There was one penalty for a late state payroll tax deposit The Company 
attempted to make the deposit in a timely fashion, but there was an electronic 
communication failure between the initiation of the payment and the state’s 
receipt of funds. The ACH for the deposit was returned by the bank but the 
bank did not notify KU timely of the return. 

b. Because the Company attempted to initiate the payment on a timely basis, it 
made a request for abatement (although denied by the taxing authority). The 
Company believes it did everything it could to avoid this cost and therefore 
this expense should be considered a normal cost of operations and included 
for ratemaking purposes in this case 





KENTUCKY UTILITIES COMPANY 

CASE NO. znn~-nnz5i 
CASE NO. 2007-011565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 71 

Responding Witness: Shannon L. Charnas 

Q-71 Please provide a detailed dollar amount breakout and description of each of the 
expense items making up the total Account 930207 - Other Miscellaneous 
General expenses of $1 04,O 13 

A-71. See attached 



May-07 
May47 
Map07 
May-07 
May47 
MayU7 
May-07 
May47 
Maya7 
May47 
J""47 
Jun.07 
~ u n 4 7  
~ m 4 7  
JunU7 
~ui.07 
J"l47 
iui.07 
Jul-07 
Ju1U7 
AugU7 
Aug.07 
A"947 
A"947 

A"947 

A"g47 
A"947 
Aug.07 
A"Q47 
AvgD7 
Au9.07 
A"947 
AU9-97 
A"947 
A"947 
sep.07 
sepu7 
Sap-07 
sepu7 
ssp07 
ssp-07 
s~p.07 
saps 
ssp07 
sep07 
sop07 
sep.07 
sepu7 
sep47 
ssp47 
sepu7 
06-07 

o n 4 7  
0~i.07 
oc1.07 
0 6 4 7  
0607 

oc1.07 

Aug47 

AugU7 
A w n 7  

OdU7 
Od.07 

OClU7 

Nou47 
Noun7 
No"-07 
NovU7 
Nov47 
Nov47 
Nova7 
Nov47 
No"-07 
Nov47 
Nov47 
N o w 7  
Nova7 
NovU7 
D8c.07 
OecU7 

57392 08.MAY.2007 14 i6KUTL 
5775 lShlAY.2CI7 l 5 G 5 K . i T L  
6942 15.hlAY 2C37 I5[dK..TL 
i 16 C'-MAY-ZC37 14 I 3 K L l I  

1 1  53 O!-MAV.2037 14 13KLT. 
4 4 3 1  OI.MAY.2COf 1 4 > 3 K L l t  

29 667 80 530307 
10662 000768S1011938 

bl 15 JOOlU1100507 
92 29 07-JUN-2007 13 16 KLITL 
45 00 07-JUN.2007 13 16 KLITL 
99 05 19-JUN.2007 14 17 KUTL 
12 67 30-MAY-2007 13 06 KVTL 

260 ~4i7ni10-0507 

84 40 17-Jut-2007 14 19 KUTL 
19267 JOO1 01104707 

97 94 31-JUL.2W7 13 03 KUTL 
71 89 15-AUG-2007 08 32 KUTL ~ ~~~ ~ ~ ~ 

32 34 15.ALG-2037 06 12 I(.lr 
8866 08.AllG.2C37 07 21 K.rTL 
91 03 15-ALG.200708 12 6 . 1 ~  
81 00 C8.ALG-2037 0: 21 KLT. 
45 17 C8-AUG.2001 0 )  21 KL1. 

3 748 49 127461 
009 J419411M607 

308 94 JOO1-01104607 
68 75 07-SEP-2007 14 45 KUTL 
57 20 OFSEP-2007 14 45 KUTL 
90 40 07-SEP.2007 14 45 KLJTL 
35 00 07-SEP-2007 14 45 KUTL 
8 15 1&SEP-2507 13 1OKUTL 

550 00 20060673 
2971 129271 

O f f i  NA 
006 NA 

-53 06 J134.0110.0907 

6661 02.OCT-2W7 1423KUTL 
10549 10-OCT-2007 07 2OKUTL 
31 75 02-OCT-2007 14 23 KUTL 

1 OW 00 601 
206505 132169 

25000 124558 
21 09 130820 

.io291 J1374110-1007 
-54 19 J421-0110-1007 
4 6 4  JW14110-IWI 
73 81 24-OCT-2007 08 08 KUTL 
7500 17-OCT-2007 1001 KUTL 
83 89 3O.OCT-ZOO7 13 44 KUTL 
85 12 30-OCT-2007 13 44 KUTL 
87 00 30.OCT.2007 13 44 KUTL 

10000 3O.OCT-2007 1344KUTL 
95 00 3O-OCT-2W7 13 44 KUTL 
83 26 2S.NOV.2007 1 1 39 KUTL 
86 00 26-NOV-2007 I1 39KUTL 

Attachrncnt to Rcsponsc to AC-1 Question No. 71 

Churnus 
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KENTUCKY u n L i n E s  COMPANY 
Afe0untS30207~ Ofhar Mbcollanaous Ganonl 

Vendor Transaclion Oesc 

NA 
PUORGAN CnASE OAhK 

IP?AORGANCr>ASE BAhK 
IPMORGAN CllASt 6Ah< 
JPMORGAN CHASE BANK 
NA 

PUORGAN CnASE OAhK 
IP?AORGANCr>ASE BAhK 
IPMORGAN CIlASt BAh< 
JPMORGAN CHASE BANK 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
IPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMOROAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
IPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
KENTUCKYSTATETREASURER 
NE1 GLOBAL RELOCATION COMPANY 
NA 
NA 
IPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CWISE BANK 
CHAMBER OF COMMERCE MAYSVILLE 
NE1 GLOBAL RELOCATION COMPANY 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
WSE CO VACHAMBER OF 
NE1 GLOBAL RELOCATION 
NE1 GLOBAL RELOCATION 
NE1 GLOBAL RELOCATION 
NA 
NA 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
.PMORGAh CI(ASE BANG 
IPlAORGAh CdASE BANI( 
.PMORGAh CHASE BAh< 
JPMOIGAh CPiASE BANG 
IPMORGAN CHASE 8Al.L 
IPtMORGAN CHASE BANI( 
JPMORGAN CIiASt BAh< 
KEhTUCKYSTATETREASLRFR 
unonox CHARI ES s 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 

IERCE 
ANY 
ANY 
ANY 

Mom9 expenses far PaInca Allen lnvoica 1 
c o n  Pro1 
PTHER MISC GEN EXP (OR) SKS AOJS 

'MAWTIION OIL 0903990% #574958 
' AMOCOOIL 03409009#582947 
'CHEVRON OM9571 ffi57192 
' NAPA AUTO PARTS #066300 
INV 2006&673 614107 
Caolred 51743 Invmw 129271 
Brown GBA CT ALLOC TO LGE 
BCWn GBA ALLOC TO LGE 
MlSC ADJUST ATBANK 
To wrecl CWP GL N P  01swunIs 
To wried CWP GL N P  D i s w u n l ~  
To mmd CWP GL Am O i ~ w u n l ~  
TO mnecl CWP GL AIP OIQWWIS 
OTHERMISCGENEXP 
OTHERMISC GEN EXP (OR) SKS AOJS 
'LOVES COUNTRY WW3608tLd4D410 
'LOVES COUNTRY OOW3608 11488001 
'ANDERSON LAW B GARDEN #ffi8300 
MEMBERSHIP OUES - HOWPRO ELLIO1T 
IIIvoIca 132169 Conlracl51743 
I h v m a  124558 Conlracl51743 
Invo~ca 130820. Conlrad 51743 
OTHER MlSC GEN EXP 

OTHER MlSC GEN EXP (OR) SKS AOJS 
'AMOCO OIL 0866534911488001 
'MARATHON OIL 094654096 #784705 

'AMOCO OIL 0235275511801634 
'CHEVRON 0205142 #784671 
' TEXACO 0308607 #764705 
'PILOT#7FM705 
' AMOCO OIL 086853491148S001 
"CHEVRON 0202999 #784705 
'CHEVRON 0202999#261767 
'VIRGINIA CHAMBER OF CO #502561 
WATER USE FEES OTR 3107 
EMPLOYEE EXPENSE REPORT DATE0 2t 
OTHER MlSC GEN EXP (OR) SKS ADJS 
'PILOT#BOiEd 
'CEO ESH ELECTRIC 1%9#068300 

PILOT#q49410 

cornea Prqocl 

"AMOCOOIL ~ S ~ S ~ M S M ~ M ~  

IbMAY.07 

27481 

bNOV47 



Aftrchment 10 I<csponsc to AG-I Question No. 71 

Chornlrs 
rage 2 or2 

Oec-07 
Oec.07 
JalI-08 
Jam08 
JS"d8 
Jan.08 
Feb-08 
Fsb.08 
Feb.08 
Feb.08 
Feb.08 
Fsb.08 
Fob-08 
Fsb.08 
Fcb.08 
Fob48 
Feb.08 
Fob.08 
Feb-08 
FoW8 
F e w 8  
Fsb-08 
Feb-08 
Feb.08 
Fsb-08 
Feb.08 
Fsb.08 
Fsb.08 
Fob.08 
Fsb.08 
Fab.08 
Fab.08 
Fsb.08 
Fob.08 
Fsb.08 
Feb.08 
Feb.08 
Mai.08 
Mar-08 
M8,.08 
Mar.08 
Mer-08 
Arras 
nprae 
npi.08 
Api.08 
npi.08 
Apia8 

194 135971 
.go23 JOO1.0110-1207 
9505 14-JAN-2008 13 ISKUTL 
70 56 29-JAN.2008 14 45 KUTL 
2%"" 87 .. . . . .. 

2561 35 JOO1-0110-0108 
50 05 18.FEB.2008 14 25 KUTL 
49 90 18.FEB.2000 14 25 KUTL 
7500 16-FEB-2008 14:25 KUTL 
38 17 18.FEB.2008 14 25 KUTL 
75 00 18.FEB.2008 14 25 KUTL 
81 80 18-FEE-2008 14.25 KUTL 
9802 l8.FEB-2008 14,25 KUTL 
7500 18.FEB-2008 1425 KLJTL 
6892 16-FEB-2008 1425KUTL 
6647 16-FEE-2008 14:25 KUTL 
98 95 18-FEB-2008 W25 KUTL 
98 00 ?E-FEB-2008 i4:25 KUTL 
6765 18-FEE-2008 i425KUTL 
8200 18-FEE-2008 W25KUTL 
5000 18-FEE-2008 14.25KUTL 
67 76 18-FEE-2008 14.25KUTL 
75 00 18.FEB-2008 14:25KUTL 
58 14 18-FEE-2008 14:25KUTL 
11 65 26-FEE-2008 15:OBKUTL 

3 80 26.FEB-2008 1508 KUTL 
1 2 8 0 W  KENTUCO13108 

5028 J129.01104208 
8573 5001-0110-0208 
3004 17MAR-2008 1356 KUTL 

132 34 17-MAR-2008 13.56 KUTL 
7500 25.MAR-2008 1333 KUTL 

15968 17.MAR-2008 1356KUTL 
-055 JOO1.0110.0308 
75 00 17.APR-2008 08:59 KUTL 
9800 17.APR-200808:59 KUTL 

28.051 22 531207 

KENTUCKY unLinEs COMPANY 
Accounz 930207 - Othor MJBCOIJB~~OYS Gonrral 

Vendor 

NE1 GLOBAL RELOCATION COMPANY 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
CHAMBER OF COMMERCE BOYLE CO AND DANVILLE 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
PMORGAk ChASE BAhK 

.PMORGAN CHASE BAhd 
.PMOHGAtI CHASE BAhK 
.PMORGAN CHA5C BAhA 
"PMORGAN CHASE BAhK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
3PMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
.PUORGAh CHASE BANI( 
dENTLCKYSTAICTREASJRER 
KFNTLCKY STATE THEASJRER 

PIA 
JPMORGAh CkASE BAhA 
JPMORGAk CIqASE B A W  
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
NA 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
JPMORGAN CHASE BANK 
NA 
NA 

Tranreclion Dssc 

InVDlm 135971. CoIIWBc151743 
OTHER MlSC DEN EXP (OR) SKS ADJS 
'MURPHY711 l@WAL-MARTO89 11801634 
'PILOT11099416 
2008 DUES 

' 8P OIL 
'AMOCO OIL 02352755 11574974 
'MARATHON OIL 0931380% 11784705 
'AMOCO OIL 02352755 %488001 
'MARATHON OIL 0910330%#Mi046 
-MARATHON OIL 0844830% 11890197 
'BP OIL 47025009#488001 

OTHERMISC GEN EXP ion] SKS ADJS 
47025009 #M111 1 

'SPEEO\IZAY96?? 064i i3S5i i6 
AUOCOO - C8685349n80163d 

'AUOCO 0. 08483766 11801636 
'AUOCOO. 07512015iidS0151 
'U\~YI.EOSGARAGEa0~1irr  
'AMOCO OIL 0281442411099416 
' AMOCO OIL 02352755117847115 
'MARATHON OIL 0935420% (657192 
'AMOCO OIL 0643861811190907 
'MARATHON OIL 0927590% 11582855 
'SPEEDWAY 9373 OM#190807 
.SHELL OIL 57440750909 11188083 
'HUCKS FOOD B FUEL 022 11190964 
*KROGER FUEL I8563 066#618443 
'THORNTONS 110088 03511190964 
'SHELL OIL 5i320000162 11595146 
'CLAY ONE STOP 11595746 
.SHELL DIL51320000162#190%4 
' NAPA AUTO PARTS E TOWN 111199424 
'AUTOZONC sM32 110995?4 
SARATERI -LsSERFEE2WI 
WATER USE FEES OTR 12 07 
MISCELLANEOUS 
OTHERMISC GEN EXP (OR) SKS ADJS 
'MARATHON OIL 0948540% 11784671 . KILLMANG SERVICE CENTE 11574974 
'MARATHON OIL 0927590% 11595746 
' NAPA AUTO PARTS E TOWN 11099424 
OTHER MlSC GEN EXP (OR) SKS ADJS 
'MARATHON 01LOi08270%11574974 
'CHEVRON 0208796 #784705 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 72 

Responding Witness: Paul W. Thompson /Shannon L. Charnas 

Q-72 With regard to the R&D expenses shown at the bottom of the response to PSC-1- 
47, page 1, please provide the following information: 

a Equivalent actual total R&D expenses booked in 2003 and 2004 
b. Explanation as to why the Company believes the actual test year R&D 

expense amount of $1,869,745 to be representative of what can be expected 
for the rate effective period of this rate case 
Total R&D expenses included in the Company’s Board-approved budget for 
2008 

c 

A-72 a. Equivalent actual total R&D expenses are as follows: 

Year 2003 $422,570 
Year 2004 $ 6 1  1.704 

b. The Company has, for many years, participated in R&D programs which 
support on-going operational and maintenance activities and projects that 
support future challenges facing the energy industry. This research is 
typically conducted through industry partnerships to maximize the return from 
our investment. The R&D spend of $1,869,745 represents a base level of 
investment in research activities which occurs annually. The majority of this 
ftmding is to support collaborative research programs managed by EPRI, 
which provide significant leverage (on the order of 25 to 1) and great value for 
our research dollar. 

Other research activities evaluated and supported by the Company which 
could increase the R&D spend in some years above the test year value These 
additional funds include programs to investigate alternatives for managing 
carbon emissions, such as those currently being managed by the Center for 
Applied Energy Research at the IJniversity of Kentucky or the Kentucky 
Global Survey’s Western Kentucky Carbon Sequestration Foundation 

c. Total R&D expenses included in the 2008 budget are $1,130,000 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 73 

Responding Witness: Chris Hermann / Shannon L. Charnas 

4-73, The test year Account 593 - Maintenance of Overhead Lines expenses of 
$22,260,026 are substantially higher than the corresponding expenses of 
$18,202,000 for the year prior to the test year and are also substantially higher 
than the actual expenses for 2007, 2006 and 2005 which range from about $19.1 
to $19.4 million. In this regard, please provide the following information: 

a. Detailed explanation of the reasons why the test year expense is so much 
higher than the year prior to the test year and the years 2007,2006 and 2005. 

b. Should the actual test year expense of $22.3 million be considered a 
reasonable ongoing expense and, if so, explain why. If not, what would be a 
reasonable ongoing expense level? 

A-73. a. The $22,260,026 in the test year is a 15%-23% increase over the year prior to 
the test year, 2007, 2006 and 2005. The primary reason for the variability of 
expenses in Account 593 is storm expenses. The test year contains a high level 
of storm restoration expenses that were incurred in February through April of 
2008. 

b. Reference Schedule 1.18 of Rives Exhibit I contains an adjustment to storm 
expenses, which are included in this account, thereby resulting in a reduction 
of these costs in the test year. It reflects a normalized level of storm damage 
expenses, based upon a IO-year average adjusted for inflation and is consistent 
with an adjustment found reasonable by the Commission in the Company’s 
most recent base rate case, Case No. 2003-00434. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 74 

Responding Witness: S. Bradford Rives 

Q-74. Please provide copies of all presentations made to rating agencies andlor 
investment firms by KU between January 1,2006 and the present. 

A-74. Please see the response to Question No. 78 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 75 

Responding Witness: S. Bradford Rives 

Q-75. Please provide copies of all prospectuses for any security issuances by KU since 
January 1,2006. 

A-75. The requested information is being provided on CD 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 76 

Responding Witness: S. Bradford Rives I William E. Avera 

Q-76. Please provide copies of all studies performed by KIJ or by consultants or 
investment firms hired by KU to assess (1) KIJ financial performance, (2) the 
performance of KU relative to other utilities, or ( 3 )  the adequacy of KU’s return 
on equity or overall rate of return. 

A-76. Due to the volume of data requested, the information is being provided on CD 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Initial Requests for Information of the Attorney General 
Dated August 27,2008 

Question No. 77 

Responding Witness: S. Bradford Rives 

4-77. Please provide copies of credit reports for KU the major credit rating agencies 
published since January 1,2006. 

A-77. See attached 



RESEARCH 

Summary: 

entucky Utilities 60. 
Publication date: 28-Sep-2006 
Primary Credit Analyst: 

Secondary Credit Analyst: 

Todd A Shipman. CFA. Nev? York ( I )  212-438-7676: 
todd-shipman@standardandpoors corn 
Brian Kahn. New York: 
brian-kahn@standardandpoors corn 

Credit Rating: BBB+/Stable/A-2 

Rationale 
The ratings on Kentucky Utilities Co are based on the credil profile of parent E ON U S LLC The E ON U S 
ratings reflect the credit characteristics of the two operating utilities in Kentucky -_ Kentucky Utilities and 
Louisvilie Gas & Electric Co -- and the company's focus on operating the ftrlly integrated utilities. with implicit 
support for credil quality from E ON U'S ' iiltimate parent, E ON AG (AA-Watch Neg/A-l+), factored into the 
anaiysis E ON has prominently expressed its support for E ON U S and its intent to maintain its tJ S 
presence 

E ON U S Is business risk profile is rated '6' (satisfactory), and its Financial risk profile is considered 
intermediale ((Jtility b!JSineSS risk profiles are categorized from '1' (excellent) to "I 0' (vulnerable)) 

The company's satisfactory business risk profile is supported by low-risk, regulated, and financially sound gas 
distribution and electric operations; efficient generation facilities that allow for competitive rates; and a 
supportive regulatory environment. The company's electric operations benefit from a fuel adjustment 
mechanism and an environmental cost-recovery mechanism, while the company's smaller gas operations 
benefit from a weather-normalization adjustment clause and a cost-of-gas cost adjustment mechanism 
Together, these mechanisms reduce exposure to envirorimental requirements. weather. and potential 
volatility in natural gas prices, all of which normally raise credit-related concerns Some regulatory uncertainty 
was apparent in the Attorney General's challenge of the 2004 rate decisions for the E ON U S utilities 
Although the allegations were rejected, the attempt to disrupt the rate decisions highlights the risk tha: 
political matters can be interjected into the regulatory arena 

IJnregulated operations. a large industrial cmtomer base, and coal-fired generation facilities that require large 
environmental expenditures detract from the business risk profile E ON U S may sigriificantly reduce its 
unregulated operations if a preiiminary agreement to exit its involvement with Big Rivers Electric Corp is 
finalized Currently, E ON U S leases and operates four of Big River's power plants 

Liquidity 
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Standard 8 Poor's Ralings Services expects co,isolidated capital expenditures to exceed cash flow from 
operations due to significant environmenlal expitnditures and contributions for tile company's underfunded 
pension and other postretirement benefit obligattons The steady internal cash flow generated by E ON CI S ' 
regulated operations will not be enough to meet 'hese obligations. thus creating a reliance on external 
financing Such funding is expected to be concertrated at E ON. which also can be expected to provide 
support in the case of short-term liquidity needs (A cross.defau!t clause in E ON'S credit facility protects E 
ON U S , as long as it is a "material subsidiary" ) Liquidity is augmented by E ON An E ON..related entity 
provides a $200 miliion credit faciiity to E ON IJ S , to ensure funding availability for its money pool 

Outlook 
The stable outlook is based on continued operatior!al and financial supporl from E ON and a corporate 
strategy that maintains a primarily low-risk, utility-based business profile The ratings and outlook assigned to 
E ON 1J S and its subsidiaries are closely linked to E ON The imporlance of E ON'S U S operations to its 
group strategy remains a key factor in the ratings on E ON U S Any change in the parent's attitude toward its 
IJ S holdings or Standard & Poor's perception of the parent's support could lead to a ratings change 
Completion of the Big Rivers transaction would lessan the company's exposure to unregulated activities and 
could lead to an improved business risk profile and higher ratings 

Analytic services provided by Standard 8 Poor's Ratings Services (Ralings Services) are ihe result of separate aclivities designed 
io preserve the independence and objectivity 01 ratings opinions The credit ratings and observations contained herein are solely 
statements of opinion and not statements of (act or recornmendalions to purchase, hold, or sell any securities or make any other 
investment decisions Accordingly. any user of the informalion contained herein should not rely on any credit rating or other 
opinion corilained herein in making any investment decision Ratilgs are based on informaiion received by Ratings Services 
Other divisions of Standard & Poor's may have information lhat is not available to Ratings Services Standard 8 Poor's has 
established policies and procedures to maintain the confidentiality of non-public information received during the ratings process 

Ratings Services receives compensation for its ratings Such compensation is normally paid either by the issuers of such 
securities or third parties participating in marketing the securities \Yhiie Standard 8 Poor's reserves ihe right lo disseminate the 
rating. it receives no payment for doing so except for subscriptions lo  its publications Additional information about our ratings 
fees is available at www standardandpoois comlusratingsfees 
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Kny Indicators 

Kentucky Ulilitics Co 
LThl912005 2004 2003 

Funds from Opetxlicns I Miusled Debt 26.6% 32 8% 31 6% 
Retained Cash Flow I Adjustod De51 l8 ,1% 24.1% 31.6% 
Common Dividends I Ne1 lnrame Available fo: Commw 56.5% 4712% 0 0% 

7 51 9.35 9.19 Adjusted Funds from CIpenIionscAdj I8l:EreSI I i d j  

Adjusted Debt I Adlusted Capilali;alion 447% 41.9?'u 43.5% 
Netlnconie Available ior Common I C m m o n  Equiiy 12 8% 13.8% lO.lsb 
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I<cntucky ljtilities Co 
Slrong financial p.oZic: 

Sclic track record of managing costs. n:oiniai::!ny !:;w r a l s  am! I xus ing  cn w s i ~ r n c ~  5a:isfai!iw 

Slable. supporl:ve ieaulatory dnvironmtnt 

Credit Challonges 

Kenlucky Utilities Compmy's credil cnallsngcr, include: 

Pay' ? of 3 

Supporting (he Increasing naliyi. load requirements: 

cnvironmental 3n3 iegulalnry czpiliil requiremenl: 

Rating Rationale 

Kentccky Utiiities Company's IIi'J) A? Issucr i?sUr,.(! is based on the LLii:iy'.: simng iinancial piotiic. 1a:orebl~. CE: 
positions and balanced regulatory environmenlz 

ngs of KU viers atf ined iu!lnving the ettion lhal piacod the ratings of lhe ulltn;ale parent company E. ON 
AG under review lor possible downgrade upon the announcfmenl of its cash Oiier lo acqGire 01 the equily 
inlerest in Endesa SA for appr0xirna:ely $35 billion pilis assumption o i  about $31 billion existing debts. mooy's 
indicated that i.8tiIe the msgnitude of any downgmde can only be assessed when he  transaction price i 5  finalized 
the rnczl likely raBng oul~ome lor E. ON AG would be a senior unsecured debt rating that is weakly positioned ai 

quisition olier were to be successful. 

KU receives inlercompany funding S U ~ P O R  provided by E. ON AG and its afiilator: companies and bene:;is from 
adianlegeous bonowing terms. KU's Snancinl focus Is suppofied by a demniOnsLFacd record 01 cos1 ccn!roi 

" ~. ~ 

volatiGIy. Over the next few years. IhB chsilengss ahead for both ulilliies include Supporting tho levei of dcrnami i:i 
tho service lenitory and mainlaicing an adcquate reserve margin. 

&E and KU are sep3ra:r legal cn:ilies. tney are operafed as a single. iully integralad system and 
provide l i te majority o i  Ihe consolidaled eaminys and cash 11w of L O N  U.S. LLC. 

Rating Outlook 

The stable e h n g  outlook riilecls Moody's ekpeclstion lha l  KU i'vcll continue 10 shoiv strong iundjmentais 

what Could Change the Rating. UP 

LUh E. ON A G s  offer for Endesa, Moody's docs not see any likely upxard nltng prcssure 

What Could Change tho Rating. DOWN 

tvloodys would consider a rating coiwgrace i l  E. CN AG's Eenio: unsecuied ra!ing were :o decline lo 3 level q u a t  
to orbelovi the ratings of US entibes as e rescl! oi  the acquisition 01 Endess, or signiiicanl clianges ,:,ere rnzo'e IO 

Ihe envimnmenlal cos1 Iecovery metlian.::.m 





Credit Rating: BBB+/Stablef. 

Rationale 
The ratings on E.ON U S i.LC (E ON U S  )and its alfiliales are based primarily on the credit profile of its 
two operating utiiities in Kenlucky and t h ~  company's focus on operating the fully integrated utilities, with 
implicit suppoit for credil quallly irorn E 014 U.S.'s ultimate parent, E ON AG (Ak-W'atch NegIA- 1 +). 
factored into the analysis E ON has prominently expressed its S U F P O ~ :  for E ON U,S and its intent lo 
mainlain Its U S. presence 

The company's business profile is rated ' 6  (satisfactory), and ils iirancial risk profile is considered 
moderate. (Utility business profiles are categorized from '1' (excellen!) Io ' io' (vulnerable)) 

The company's satisfaclory business profile is supported by low-risk. regulated, and financially sound cas 
distribution and electric opentions. efficient generation iacililies that allow For competitive rates, and a 
supportive regulatory environment The company's electric operations beneii; from a fuel adjustmen!- 
mechanism and an environmental cost recovery-mechanism. while the campany's smaller gas operations 
benefit from a weather normalizalion-adjustment clause and a cost of gas cast adjilstment-mechanism 
Together. these mechanisms reduce exposure to environmental requirements, weatiler. and potential 
vaiatiiiiy in natural gas prices, all of which normally raise credit-relaled concerns, Some regulatory 
uncerlainty is apparent in the Aitamey General's challenge of the 2004 rate decisions for the E.ON U S. 
utilities. Standard & Poor's does not expect. and current ratings do not reflect any disruption in the currenl 

Unregulated operalions. a large induslrial cuslomer base, and ccabfired generation 12c 
large environmental expenditures detracl lrom the business profile E,ON U S may significanily reduce its 
unregulated operatioris if a preliminary agreement Io exit its involvemeni wi:n the Big Rivers Electric Corp 

It leases arid operates four power planls. 



U.S holdings or Star!dard 2 P00:s perceplion of thB garent 5 suppon could lead to a ratings change. 
Coniplelion of the Big Rivers !ransaclion v;oJid lessen the company's expusure to u?reguIated ZCtiiViliES 
and could lead io an inipruved jusinfss risk. profiie arid Ihigher ratings 

Analytic sewices provided by Standard 8 Poor's Ratings Serdices (Ratirps Senices) are the result a i  
separate activities designed to prsserve the indepeodenc? and objeclivity o i  ratings opinions The credil 
ratinas and observations con:ained herein are soleiy statements of opinion and no: sla!ements of facl or 
recommeridalions to purchase. hold. or seii any securities or make any olher iniwstment decisicns 
Accordingly, any user of Ihe information conta:ned herein should not rely on any credit rating or other 
opinion conlained herein in making any investment decision Rztings are based on inlormation received by 
Ralings Services. Other divisions of Standard 8 Poor's niay have information that is no1 available to 
Ratings Services Standard i% Poor's lhas established policies and procedures to mainlain tho canfidcntiality 
of non-public information received during the ralings process 

Ratings Services receives compEnsatlon for its ratings Such compensation i S  normally paid either by the 
issuers of such sewrilies or liiird parties participating in marketing (he Secilrities While Standard 8 Poor's 
resewes the right to dissenlinate the rating, it receives no payment for doing so, excep: for subscriptions to 
its publications kddilional information about our raiings fees is available at 
C,I~,W slandardandpocrs con;ius:ali:igsleos 
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RESEARCH 
Summary: Kentucky Utilities Co 

Credit Rating: BBB+!Stable/A-Z 

Rationale 
Kentucky Utilities Co. is 2 regulated. vertically integrated public uliiiiy IhDt sells Electricily (mainly 
generated with coal) to customers in central. southeastern, and western Kentucky and small park of 
Virginia arid Tennessee Ratings are t ie i  to lhe consolidaied credit profiie of immcdiats parent E.ON U S 
LLC (E.ON U.S.; BBBtlStableI-), which i5 based primarily on the business activities of its two operating 
utilities in Kentucky and lhe company's stralegic focus on operating the fuily integrated utilities Implicit 
suppon for credit quality from the ultimate parent. E.ON AG (E.014: AA-/Watch NegIA-I+). is factored into 
the analysis. €.ON has pronV,r,ently mpressed its support for E ON I J  S end its inten! to maintain ils 11 S 
presence.. 

The company's business prolile is rated '5' (salisfadory), and its financial r s k  profile is COI'ISiderEd 
moderate. (Uttlily business profiles are categorized from ' I '  (excellent) to ' Io '  (vulnerable)) 

The company's satisfactory business profiie is supported by tow-risk, regulaied. and financially sound gas 
distribution and eleclric operations, ehicient generation facilities that allcvi fc'r competiiive rales. and a 
supportive regulato3' environmcnt. The company's electric operations beneii! from a fuel sdjustment- 
mechanism and an environmental cost-recovery niecnar,ism. while the comFany's smalier gas operalions 
bene21 from a wealner normali?alion-ad!u51ment clause and 2 gas cost aljuslment mechanism Togelher. 
Ihese mechanisms reduce exposure to en'ilronmental requirements. weather and potential volatiliQ iii 
natural gas prices. all of which normally raise credit-related concerns, Some ragulalory uncerlainty is 
apparent in the Attorney General's chaiienge lo the 2004 rate decisions for VIE :.ON U.S. utililies 
Standard 8 Poor's does not expect. and current ratings do no: reflec! any disruption in lhe current rates for 
the utilities. 

Unregulated operalions, a large industriai customer base, and coat-fired generation facilities that require 
large environmental expenditures dfiract from the business profile E.Oi.1 U.S. r,iay significantly reduce its 
unregulated operations i f  a preliminary agreement to exit i:s involvement with the Big Rives's Electric Coru 
in which it leases and operates four power plants 

Liquidity 
Standard R Poor's expects consolidated capital expenditures to exceed cash flew from operations due to 
significant environmental expenditures and contributions for Ihe company's undertmded pension and other 
postretirement benelit obligations The steady internal cash flow generated by E,ON U.S ,'s regulated 
operations will not be enough to meet these obligalions, llius creaiing 2 reliance on external financing 
Such funding is expected to be concentrated at E ON. which also can be expected to provide suppon in 
(he case of short-term liquidity needs ( A  cross-detiiu:t clause in E ON'S credit 1aciIi:y protects E ON U S , 
as long as it is a "maieriai subsidiary" ) 

E 01.1 U S.' adequate liquidity IS augmented by E ON An E.Oi4.relaiec entity Frovidt?s a $200 million credit 
faciliy lo E.ON U S , lo ensure funding availability for its money pool (about $65 niill or; was outstanding 
under this facility as of Sept 30. 2005) 



Outlook 
?he stable outloo!: is based on continbe:! operationai 2nd hnanciai support i r o n  E GI.! a ~ d  a corporale 
strategy that mainlains a priireriiy ibwrisk, tiviiiy-based business proile The ratings m a  otili3ok ori E Ob! 
U S. and its subsidiaries are closeiy linked lo E.OX The imporlance of E.VN's U S oi:eral:ons to its group 
strategy remains a key fac!or in the ratings or, E 0i.l U S Any c h z r i g ~  iii We parenfs atliludr :ot.,zrd its 
ti S holdings or S:andard & Poor's perception of the parent's suppcri cou!d lead lo a ratings change 
Completion of the 6ig Rivers lrarsaction wouid lessen Ihc company's exposure to unregu!ated activities 
and could lead IC an irnproved business risk pro'ile and higher ratings 

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are thr; resutl of 
separate aclivities designed to preserve the independence and objectivity a i  ratings opinions The credit 
ratings and observaiicns contained iherein are so'ely stalernenls o i  opinion and not statements of fact or 
recommendations to purchase, hold, cr Se l i  any securilles or make any o:her inveslrnenl decisions 
Accordingiy. any user of liie iniormalion conlained herein shouid not rely on any credit rating or olticr 
opinion contained herein in making any investmen: decision Ratings are based on information received by 
Ratings Services Other divisions a i  Slandard & Poor's may have informalion that is not availabie to 
Ratings Services Startdard 8 Poor's has established po!icies and procedures lo  maintain the ccnfidentiaiity 
of iion..public information received during line ratings process 

Ratings Services receives conipensalion for ils ratings Such compensation is norrnaiiy paid e i t k r  by !he 
issuers of such securities or third parties parlicipa!ing it1 markeling the securities 'AWe Standard & Poor's 
reserves the right to disseminate the i i t ing, il receivzs no payment lor doing 53. except ior  subssriptioixs to 
i!s publications. Additional information about our ratings fees is availebie at 
VPNW slandardandpoors comiusratingsfees 
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Kentucky Utilities Co. 
Publlmtlon datc: 19-lun 1006 
Primary Credit Analyst: ?o<d A Stiiziiidr, CFA. tar:, Yair ( I )  2L2-435.7678, 

Comorate Credit Ratina 

Financial risk profile: 
lnlermediate , 
r b t  maturities: 
far LG&E Energy LLC) 
006 $186 rnii. 

2007 $61 mil. 
2008 $150 mil. 
2009 None 
Outstanding Ralinsls) 
Kentuckv Ulilities Co. 
Sr s e d  deb1 
Local currency 
CP 
Local currency 
Pld stk 
Local currencv 
E.ON AG 
Corporate Credit Ratinq 
Sr unsecd debt 

Foremn currencv 
Powernen Ltd. 
Corporate Credit Ratinq 
Sr unsecd debt 
Foreion currency 
E.ON U.K. PLC 
Corporate Credit Rating 
Sr unsecd debt 
E.ON U.S. LLC 
Corparaie Credit Rating 
Central Networks East PLC 
Cornorate Credil Ralinp 
E.ON U.S. CaDilal Corn 
Cornorate Credil Ratinq 
Sr unsecd debt 
Local currencv 

Sr unsecd debt 
Poweraen Retail Ltd 
Corvorale Cred ' Hal,-$ 

Corporate Credit Ratina History 
SeDI 12,2002 

BBB+/Slabie/A 2 

A 
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A- 
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A- 
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AUfl 4 2003 €9€+/A-2  

Major Rating Factors 

Strengths: 
* Imptic'\ credit support provided !?v !ibinMe pa:en! E.ON AG. and . Siable eieciric t i  $.iIy operalions ( i n d  associated cash flow:;, !ha1 tcnc:it from a suppo:tivi: regulalcrj 

envircnn?ent 

Weaknesses: 
Dependence on overwas paren! :or capi!al iniusions and Ibquidilv 

e Environmental compliance. pension obligations. and capital expgndilures require capital iniusicns 
and 
The residue of ill-timed. von-utilitv in,ieSlmenls lhat Produce negati'ie cash liow 

Rationale 
h:c ri t ingr on  enl lucky Util::~e~ Co zre Q ~ % J  on ihe w d l t  ~ ~ ~ O k G f p i l ~ t  i.ON U S tic The E CF: U.5. raiings r.?il?ct 
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Analytic Y ? N I E ~ S  provided by Standard & Poor's Ratings SeNiEeS (Ratings Services) arc the result of separate 
activities designed to prcservc tile independence ond objcctivity of ratings opinions. The credit ratings and 
observations contained herein are solely statements of opinion and not statements of fact or recommendations 
to purchase, hold, or sei1 any SCCUritieS or milkc any ather Investment decisions. Accoidingiy, any user of the 
in lomat ion contained herein should not rely on any credit rating or other opinhn contained herein in making 
any lnvesrmcnt decision" Ratings arc based 011 information received by Ratings Services. Other divisions or 
standard e Poor's may have information that is not available to  Ratings Services. Standard P Poor's has  
established policies and procedures to maintain tlie confldentialkyaf non-publlc information received during 
the ratings process. 

Ratings Services receives compcnsation for i ts ratings. Such compensation 1s normally paid either by the 1ssucrs 
of such securities or tnird Parties participating in marketing the secuiilics. While Standard E Poor's reserves 
the right to disseminate the rating, i t  receives no payment for doing $0, except for subscriptions to  its 
PUbliCBtfOn5~ Additional information about our ratings fees is available at 
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Summary: 

E.Q 
Publication date: 03.Jan-2007 
Primary Credit Analyst: 

Secondary Credit Analyst: 

Todd A Shipman, CFA New Yorh ( 1  1 212-138-7676 
todd-shipmari@standardandpoors corn 
Brian Kahn, New York, 
brian-kahn@standc!rdandpoors corn 

Credit Rating: BBB+/Stable/- 

Rationale 
The ratings on E ON U S LLC and its affiliates are based primarily on the credit profile of its two operating 
utilities in Kentucky. Louisville Gas & Electric Go and Kentucky Utilities Co , and the company's focus on 
operating the fully integrated utilities, with implicit support for credit quality from E ON U S 's ultimate parent. 
E ON AG (AA-Match Neg/A-l+). factored into the analysis E ON has prominently expressed its support for 
E ON U S and its intent to maintain its U S presence 

E ON U S 's business risk profile is rated '6' (satisfactory), and its financial risk profile is considered 
intermediate. (Utility business risk profiles are categorized from ' I '  (excellent) to '10' (vulnerzble) ) 

The company's satisfactory business risk profile is supported by low-risk, regillated, and financially sound gas 
distribution and electric operations. efficient generation facilities that allow for competitive rates, and a 
supportive regulatory environment The company's electric operations benefit from a fuel adjustment 
mechanism and an environmental cost recovery mechanism while the company's smaller gas operations 
benefit from a weather normalization adjustment clause and a cost-of-gas cost adjustment mechanism 
Together, these mechanisms reduce exposure to environmental requirements, weather, and potential 
volatility in natural gas prices, all of which normally raise credit-related concerns 

Unregulated operations, a large industrial customer base, and coal-fired generation facilities that require large 
environmental expenditures detract from the business risk profile E ON U S may significantly reduce its 
unregulated operations if a preliminary agreement to exit its involvement with Big Rivers Electric Corp is 
finalized It is anticipated that Big Rivers will obtain control of its plants in September 2007 Curreatly, E ON IJ 
S leases and operates four of Big River's power plants 

Liquidity 
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Standard & Poor's expects consolidated capital expenditures to exceed cash iiow from operations due to 
significant environmental expenditures and contributions to the company's underfunded pension and other 
postretirement benefit obligations The steady internai cash flow generated by E ON U S 's regulated 
operations wili not be enough to meet these obligations, thus creating a reliance on external financing StJCh 
funding is expected to be concentrated at E ON, which should ais0 provide support in the case of short-term 
iiqiiidity needs (A cross-default clause in E ON'S credit facility protects E ON U S , as long as i t  is a materia 
subsidiary ) Liquidity is augmented by E ON An E ON-related entity provides a $200 million credit facility to E 
ON U S to ensure funding availability for its money pool 

Outlook 
The stable outlook is based on continued operational and financial support from E ON and a corporate 
strategy that maintains a primarily low-risk, utility-based business risk profile The ratings on and outlook for E 
ON U S and its subsidiaries are closely linked lo those on E ON, The importance of E ON'S U ,S operations 
to its group strategy remains a key factor in the ratings on E ON U S  Any change in the parent's attitude 
toward its I J  S holdings or in Standard & Poor's perception of the parent's support could lead to a rating 
change Completion of the Big Rivers transaction would lessen the company's exposure to tJniegulated 
activities and could iead to an improved business risk profile and higher ratings 

Analytic services provided Sy Standard 8 Poor's Ratings Services (Ratings Services) are the result of separate activities designed 
lo preserve the independence and objectivity of ratings opinions The credit ratings and observalions contained herein are soiely 
statements of opinion and no1 stalemenis of facl or recommendalions lo  purchase. hold, or Seii any securities or make any other 
investmenl decisions Accordingly, any usel of the information contained herein should not rely on any credit rating or other 
opinion contained herein in making any investment decision Ratings are based on informalion received by Ratings Services 
Other divisions of Standard 8 Poor's may have informalion that is not available to Ratings Services Standard 8 Poor's has 
eslablished policies and procedures lo maintain the confidentialily o i  non-public informalion received during the ratings process 

Ratings Services receives compensation for its ratings Such compensalion is normally paid eilher by the issuers of such 
securities or third pariies participating in marketing the Securities While Standard 8 Poor's reserves the right to disseminate the 
rating. it receives no payment for doing so. except for subscriplions to its publications Additional informalion about our ratings 
iees is available at WWI slandardandpoors comlusratingsiees 
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Summary: 

Kentucky Utilities Go. 
Publication date: 03-Jan-2007 
Primary Credit Analyst: 

Secondary Credit Analyst: 

Todd A Shipmari. CFA, New York (1) 212-438-7676. 
todd-shipman@standardandpoois com 
Brian Kahn New York: 
briari-kahn@standardandpoors corn 

Credit Rating: BBE+/Stable/A-2 

Rationale 
The ratings on Kentucky Utilities Co are based on the credit profile of parent E ON IJ S LLC The E.ON U S 
ratings reflect the credit characteristics of the two operating utilities in Kentucky, Kentucky Utilities and 
Louisville Gas & Electric Co , and the company's focus on operating the fuily iritegrated utilities, with implicit 
support for credit qualily from E ON U S ' ultimate parent. E ON AG (AA-/Watch NegIA-I+). factored into the 
analysis E ON has prominently expressed its support for E ON tJ S and ils intent to maintain its U S 
presence 

E ON U S 's business risk profile is rated '6 (satisfactory), and its financial risk profile is considered 
intermediate (Utility business risk profiles are categorized from '1' (excellent) to '1 0' (vulnerable),) 

The company's satisfactory business risk profile is supported by low-risk, regulated, and financially sound gas 
distribution and electric operations, efficient generation facilities that allow for competitive rates, and a 
supportive regulatory environment The company's electric operations benefit from a fuel adjustment 
mechanism and an environmental cost recovery mechanism, while the company's smaller gas operations 
benefit from a weather normalization adjustment clause and a cost-of-gas cost adjustment mechanism 
Together. these mechanisms reduce exposure to environmental requirements. weather, and potential 
volatility in natural gas prices, ail of which normally raise credit-related concerns 

Unregulated operations, a large industrial customer base. and coal-fired generation facilities that require large 
environmental expenditures detract from the business risk profile E.ON U S may significantly reduce its 
unregulated operations if a preliminary agreement to exit its involvement with Big Rivers Electric Corp is 
finalized It is anticipated that Big Rivers will obtain control of its plants in September 2flfl7 Currently, E ON U 
S leases and operates four of Big River's power plants 

Liquidity 
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Standard 8 Poor's expects consolidated capital expenditures to exceed cash flow from operations due lo  
significant environmental expenditures and contributions to the company's underfunded pension and other 
postretirement benefit obligations The steady internal cash flow generated by E ON i J  S 's regulated 
operations will not be enough to meet these obligations. thus creating a reliance on external financing Such 
funding is expected to be concentrated at E ON, which should also provide support in the case of short-term 
IiqtJidity needs (A cross-default clause in E ON's credit facility protects E ON U S , ,  a s  lorig as it is a material 
subsidiary ) Liquidity is augmented by E ON An E ON-related entity provides a $200 million credit facility to E 
ON U S , to ensure funding availability for its money pool 

Outlook 
The stable outlook is based on continued operational and financial support from E ON and a corporate 
strategy that maintains a primarily low-risk, utility-based business risk profile The ratings on and outlook for E 
ON U S and its subsidiaries are closely linked to those on E O N  The importance of E ON's 1J S operations 
to its group strategy remains a key factor in the ratings o n  E.ON U S Any change in the parent's attitude 
toward its U S holdings or in Standard & Poor's perception of the parent's support could lead to a rating 
change Completion of the Big Rivers transaction would lessen the company's exposure to unregulated 
activities and could lead to an improved business risk proiiie and higher ratings 

Analylic services provided by Standard 6 Poois Ratings Services (Ratings Services) are the result of separate activities designed 
to preserve the independence and objectivity of ratings opinions The credi: ratings and observations contained herein are solely 
statements of opinion and not s\atemenls of fact or recommendations to purchase. hold or sell any securities or make any other 
investmenl decisions Accordingly. any user of the information contained herein should not rely on any credit rating or other 
opinion contained herein in making any investment decision Ratings are based on lniormation received by Ratings Services 
Other divisions of Standard 8 Poor's may have informalion that is not available to Ratings Services Standard 8 Poor's has 
established policies and procedures to maintain the confidentiality of non-public information received during the ratings process 

Ratings Services receives compensation for its ratings Such compensation is normally paid either by the issuers of such 
securities or third parties padicipaling in marketing the securities While Standard 8 Poor's reserves the right to disseminate the 
rating. i t  receives no payment for doing so. excepl for subscriptions to its publications Additional information about our ratings 
fees is available at WWIV staridardandpoors com:usratingsfees 



RESEARCH 

Research Update: 

ating On entucky Utilities' estructused 
Lowered To 'BBB+'; GCR 
Publication date: 27 Feb-2007 
Primary Credit Analyst: Todd A Shipman CFA, New York (1)  212-138-7676. 

!odd-shiprnan@standardandpoors corn 

Rationale 
an  'e's 2 7 ,  ice:, St;!.,dzrd i pnc:-:s x E c i ; > s %  Cel-v:ces aff:.:-7eC : : . s  , Z [ , I ? - '  
c o r p o r a t e  credit r a t i n g s  on E OK U C LL7 a n d  s u b s i d i a r y  Xtecz-ck:,. Uti : :  ' : t-es 
co (xu)  and. at :he same time, lowered i t s  ratings or. s e ~ e r a l  XU debt i s s u e s  
to 'BBB. '  from ' A '  

Tne lower r a t i n g s  31: Y J ' s  deb; reflects :he t r ans fo rma t ion  of chose 
fo rmer ly  secured s e c u r i t i e s  :o :insecured o b l i g a t i o n s  of  ;lie csmpacy The 
fundamental c r e j i t  p r o f i l e  is ura?iected by t h e  f i n z n c i a l  res:r';ct.nrlng 

I n  a series of transactions, Xi1 bas  r e s - r c c t u r e d  i t s  secured deb t  and 
e l imina ted  ::?e l i e n  o:i tiie remaining. o -c s t and ing  bonds The i s s u e s  are  now 
s e n i o r  .xseciired debt, and :he r a - i n g s  a r e  nc'd eq!Ji\.aler.t co KI!'s corporate 
c r e d i t  ra t ing.  

Ratings List 
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Analytic services provided by Standard 6 Poor's Ratings Services (Ratings Services) are lhe resull of separale activilies designed 
lo preserve Ihe independence and objeclivity of ralings opiriions The credit ratings and ohservations contained herein are solely 
statements of opinion and not statemeits of fact or recommendalions Io purchase, hold. or sei! any securities or make any other 
inveslmerlt decisions Accordingly any user 01 llie in!ormalion conlaineo lherein should riot rely on any credit rating or oilier 
opinion contained herein in making any investment decision Ratings are based on information received by Ratings Services 
Other divisions of Standard 6 Poor's may have informalion that is not available to Ratings Services Standard 6 Poor's has 
eslablished policies and procedures to maintain the confidentiality of non-public information received during the ratings process 

Ratings Sensices receives compensalion for its ratings Such compensalion is normally paid either by the issuers of such 
securities or third parties pafticipating in marketing the securities While Slandard 8 Poor's reserves Ihe right to disseminate the 
rating it receives no payment for doing so except for subscriplions to its publications Addilional information about our ratings 
fees is available a l  wwiv slandardandpoors comlusralingsfees 
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Global Credil Rcsearch 
Issucr Comment 

5 AP? 2G37 

Issuer Comment: E ON U S LLC 

Moody's ccmrn@n!g on E ON ,U2S. LLC and ils subsidiaries 

Moody's Invcslors Seriice 5a.d that Ihe doongrade yesterday of lne senior unsccuied rattop of E 0:q AG IO A? 
from Aa3 does no1 (rigger a change In Ili~ ralmg or outlook. 01 E ON U S LLC (A3 Issuer ra lm)  and 11s 
Subsidiaries Louisvilie Gas & Electrc Company (LG&E' A2 Issue: Haling) Kenlucky titililies ( K i i  A? ISSUS.~ 
Rating) and E ON tJ S Cav:lai Corp (A3 senior unsecured deb:i 

The ratings for E,ON U S LLC and its subsidiaries reSecl In6 subslantial degree lo which they mainlair an 
independenl credi! profde that i5 supponed by the primailly iegulaled nalure ol their underlying casn flows 
Specifically core financial melrics (Incorporallng Moody's slanda:d analytical adjustmenls) remain posllioned 
tvilhin the ranges outlined In our Hating Methodology for A-rated u!lt\:ies with nrediurn business risk proliies 
LG8Es ratio of FFO lo debt and FFO lnleresl coverage were appioximaleiy 24% and 6 limes for the hvelve 
monlhs ended December 31 2006 KU's credtl melrics for the Same period were slightly stronger a i  
a,o~:oximalely 26% an3 aieatcr lhnn 7 ltmes resieclively 

The credit analysis of E ON U 5 LLC and 11s subsidiaries also cons idm inter-company funding support in The 
form of ioans from olher subsidiaries of E ON AG 3ue lo the magnilude 01 omgoing ink:-company funding tnc 
ratings and oullook of the U S enti:ies could be affected if E ON AG's senior unsecured rating were to be 
downgraded funher from 11s curren! A2 leve! 

The raling oullook for E ON AG E 014 U S LLC LG&E KU and E ON U S Capital Corp is stable 

E ON U S LLC is headquarlered in Louisville Kenlucky 

Contacts 
SCO:~ SOlomonll4evi 'fork 
Richard E DonneriNew Yori 
Michael RowanlNew York. 
William L HeSSlNevi York 

Phone 
20 1-91 5-8764 
272-553-7226 
212-553-4465 
21 2-553.,3637 

. . . ~~ . .  ... ... ...~. . . . 
C%~~r'~&IZOO?. ivloody'; Iiiveslors Sew!ce lnc and& its licensors includhg Moody's Assuraace Company Inc 

(logether. "MOODY'S") Ail rights resewed 
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Issuer Comment 

5 AP9 2007 

Issuer Comment: E ON U S LLC 

Moody s comments on E ON U S LLC and 11s subsidtarces 

bloody's lnves!ois Sorwe  said ma: Ihe downgrade yeslecday 01 :he senior unsec;i:ed rating 01 E ON AG !o A2 
lrom Aa3 does no1 trigger a change i n  the ialtng or oullook 01 E ON U S LLC (A3 Issuer ralirg) and 11s 
subsidiaries Louisviiie Gas 8 Eleclrc Company (LGBE: A2 Issuer Rating) Ken!ucky iJl:liI~es {KU A2 issuer 
Rating) and E 014 i J  S Caps Cor0 (A3 SEmOr unsecured debl) 

The ratings lor E ON U S LLC and $15 subsidiaries reflect the subslanliat degree to wliicii they mainta:n ai, 
independent credil PrOliie that is Supported by the primarily regulated nature of lheir underlymg cash 0o:ws 
Specilically~ core Iinanctai nletrlcs (incoiporatlng Moody's slandard analylical adjuslments) remain Oositloned 
wlhm the ranges ou l lmd in our Kaling Methodology for A-rated utililies ivilh mediunr busmess risk profiles 
L G W s  ralio 01 FFO to debt and FFO inierest coverage were approxima:ely 24% and 6 limes for the !WElVe 
months ended Oecember 31, 2006 Ku's credil metric5 lor the same period W E ~ C  slightly s1ronQer 21 
appioximalely 26% and y a l e :  : h x  7 !irnes -cspecliv~,y 

The credil analysis of E OH U S LLC and $15 subsidiaries also considers Inler company funding support in lhe 
lorm of loans Irom olher subsidlaries 01 E ON AG Due to lhe magnitude of on.gocng :ntei-company lilndlng :he 
ralings and o~ttook 01 ths U S entilies co$!d be alfec:ed t i  E ON AGs sen101 unsecured rating were to be 
downgraded further irom its current A2 level 

The rating outlook for E ON AC- E ON U S LLC LG8E KU and E ON U S  Capital Corp is slabie 

E ON iJ S LLC is neadquanered $17 Louisville Kentucky 

Contacts 
Scott SolomoniNew York 
Richard E Donneril4ew York 
Michael R ~ a n i N ~ i v  York 
William L HessINeiv York 

Phone 
20 1-91 5.8764 
212-553-7226 
212-553-4:65 
212-553-3837 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .......... . . . . . . . . . . .  .- 
Copyrighl2007. Moody's ln,JEStOiS SEW%CE lnc andioi its Ilcensors inctudinrj Moody's Assurance Company ind 

(logelher "MOODYS) All rights resowed 



Credit Opinion: Kentucky Utilities Co 

Kentucky Utilities Co 

Lexinglon Kenlucky. Unilea Slales 

Ratings 

Category 
Outlook 
Issuer Ra!mg 
Senior Secured Shelf 
Ull Parent: E ON AG 
0":l"tik. 
Bkd Sr IJnsec Bank Credit FaciNy -Doni Cur:. 
Senior Unsecured Mi l4  -Dom Curr 
Commercial Paper -Dom Curr 
Parent: E ON U S  LLC 
Outlook 
Issuer Rating 

Contacts 

Analyst 
Scott SolomonlNevd Yolk 
Richard E DonnerlNow Y o r i  
\Nilham L Hessl1Jei.i Y0:k 

Opinion 

Company Profile 

Global Credit Rcsearch 
Credit Opinion 

1C AIL 2C07 

Moody's Rating 
S!able 

A2 
W A 1  

StablE 
A2 
A2 
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Kentucky Util:ties (KLI) is a regulated public ullltly engaged in the generation, transmission and distribsi:on of 
elect:lcity. Il provides e1ec:rici:y to approx:malely 501.000 ci1stomers in 77 counties in central. southeastern and 
Western Kentucky and to approximately 30,000 customers in 5 counties in southwestern Virginia KU s Coai4red 
electric generating planis produce most of Klls electricity In Virginia KU operates under the name Old Dominion 
Power Company 

KU 1s a wholly-owned subsdiary of E ON II S LLC (A3 Issuer Raling) E ON U 5 is ac indirec:wnolly-o~,ired 
subs(dtav 01 E ON AG (A2 senior unsecured) KU5 aHi;iate Louisville Gas and Electric Company iLGBE: A2 
Issuer Rating). IS a regulated pubiic ul?lity also operating in Kentuc4y Although LGBE and KU are separate kga i  
enlilies they are ope:ated as a single. 1:ilty integrated system and orovide the majority of the CoPsoiidated 
earnings and Cash flow of  E ON U S LLC 

Rating Rationale 

Kentucky Utilities Companys (KUI A2 Issuer Rating IS Dascd On the utility's strong financial profile, favorabie c o s  
posibons and baianced regulatory environments Core financial rnetrics (incorporating Moody's standard analytical 
adjustmenls) remain positioned wilhin the ranges outlined in our Rating Methodoiogy for A-rated utilities with 
medium business risk profiles Specilicalty KU's ratio of FFO to debt and FFO interest coverage for the ti\,elve 
months ended DecemDer 31. 2006 Viere a?proxirnately 26:): and greater than 7 times respectively 

KU has an enviionmentat cos1 recovev mechanism in it5 electric rates thal alloiv for the recovery of envir0nn:entaI 
costs required to meet federal a.id s:ale statutes This 1s :mponant given thal KU and lG&E expect their combined 
neai.lerm environmental capital spending to exceed S I  billion :hiough 2003 The itrility also benefits from a fuel 
adjustment Clause that eliminates supply cost volali'ity 

The credit analysis of KU considers intercompany funding suppon in the form of loans from olhei subsidiarjes of 
E ON AG Due io the magnitude of on-going intcrcom~sny funding Ihe ratings and outlook of KU coald be affected 
11 E ON AG's senior unsecured iailng Were to be downgraded from its curen: l e w i  



Thc challenges ahead lor KU iri lude suppofing !he i e w l  01 demand in its semcc 1er:iiory an3 naintalrng a17 
adequale re5ewe margir: -0 l!lal end, i! :>as bei;un c0ns:rucIIoI: of a 750.niegawal! Coai fired aciieraling s:alio~ of  
wh:cn KU and LGSE o : ~  i;nd:vided E0 i5 and 14 25% inleies:~ :espccttveIy The iernainlrg 255: in!eres1 15 
owned b y  regional n.un:cipal power enlitie The generaiino stalioi- 1s exoecled !o beg," cornme!ciill opeiaI1011 ip  

2010 a! a lolal cos1 to K!.! and LGSE of aep:oxir7a!e.y 5900 n?illioi 

Rating Outlook 

The stab!c ratinG o ~ l l o o k  ief.ec:s Moody s expcclat8on :hat KU wll :o~lltn;ic lo s h w  strong fu:idamer:ais 

What Could Change the Rating. Up 

IC kght of K U s  saeable expendiiuie p'ogram itmiled prospecis exist !or the ralmg lo be upgratled ow: !ne next 
several years Longer-!arm. Core financial metric8 would need Io imeiove cons~derabty such as FFO !o debt 
greale; Ihan 35% lor Moody's to consider an i ipgiadr 

What Could Change the Rating. Down 

Moody's would consider a ratlrg downgrade i l  E ON AGs senior unsecured raling was downgraded from 11s 
curienl level or significant cnanges were made to t i e  enwonmental cost recovery mechanism 

~ . . ~.. . . ~ -.- -. ~ ...... . ~ ..,. ___ 
G Copyright 2007, Moody's liweslors Sewice. Inc andlor i ts l!censors including Moody's Assurance Company inc 
(logether "MOODY'S") All rights resewed 
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Maody's eommcnts an E ON U S 1.LC and its subsidlilrles 

The m1lngS for €.ON U.S LLC an5 11s subSidianes milccl the wbsianlial degree to which ihey maintain a n  
indcpendent credit profi!c that is SUppGned by [nu primarily Icgul6:ed natuie of their undeilying cash flows 
Spsohcal:~. core linano?l milrics (Incor?c:aiin-J Id~obY's slandard analsiicat ;~dj~s:rncnl%l 15mm ooation-.d 
wllhin Ih t  ranges oullintd :n our Rating Ue:nodoiogy lor A - i a l ~ d  utilities w h  ncdi jm busincs:l rml: profiion 
LGeEs ratio ai FFO lo d m  and F i O  inlerest covenge w r e  approxmakly 24% m a  6 Umes fcr lhn 1 w ~ l u ~  
rncnlhs ended Dccembcr 31 20OG. KV'S oodd ame1"a lo: tt,o sanle pEr!od v m u  sligWy 5:roiigc: I?: 

approxirnalciy Z E S :  and grca:ci ! h a ,  7 m c s  r i s ~ ~ c c l i  

Th-J credii analfsis of E ON 11 S ,  LLG and 11s 5u'ssidtaiiES a h  cons'deis in:er-company lcnding suppm in the 
i o m  of loans from othcr subsidiaries 0: E ON AG O u t  10 lhs  rnagniludt 01 on-going inm-company tbcoini itic 
ratings and out!ook of Ine U S enlilies wu;O be a!ieclfd ii E Chl AGs senior unse:uied rating ,:,ere !o Si 
dowingndcd further l ion ?s CLIIIE~I sL1 I E V C ~  

"he rating outlook lor E ON 4G E ON 11 S LLC LG8E KO and E ON U S Capilil C O : ~  is 5:iib'o 

E ONUS LLC is headiiuarierec In LCL s ,  IC Kcn:.xA-t 
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scon SolornonlNcu: Y0:k 
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Moody's downgrades four Kentucky Lllilities issues due lo release of  security 

Approximately $33 mil l ion of debt securities affected 

NEW York May 08. 2007 -- luloody s lnveslors Service downgraded four taY.exeni?t debt issues 0: Kenlucky l l t i l i l i?~ 
Company (KU: A2 Issuer Rating) lo A2 horn A i  The four issues are: Canoii County Pollulion Control Revenue 
Bonds, $20,930,000 2002 Series A due 2032 and $2,400,000 2002 Series 6 due 2032; Muhlenberg County 
Pollution Control Revenue Bonds, S2.400.000 2092 Series A due 2032 and Mercer County Pollution Control 
Revenue Bonds. S7.4G0.000 2002 Series A due 2032, KU is the obi!gor tinder each of these issues I W s  A2 Issuer 
Ratins remains unchanczd The reling cullook is slable 

T i m  dovrngrad2 o i  lhese securilieswas lriggered by the termination of KU's mortgage Indenture dated 1947 and it's 
associaled supplemanlal iiidenlures Speciiicaliy. all four issues have "fail.arvay" col!aleral provisions that are 
lriggered upon termination ofthe moilgage indenture. in light of Ihe lerminaticn 0: the rnnrlgaga indenture ~IIESC 
four Issues zre nOYi senior unsecured obiigztions of KU an0 their ratinss have been adjusted accordinely 

Separately, Rloody's dorvnpa3ed Ihe underlying ialing ior several 1<U Poliulion Coniroi Revenues Bonds IC A2 from 
A I  The repayment obligalions for lhese Po!lulion Control Revenue Bonds remain Guaranteed by third-pairy 
financial guarantors and the bones continue lo be rated Aaa 

Kenlucky Ulililies is a?rhoity.owned susstdiary 01 E ON U S LLC It is headquartered in Louisville. Kentucky 

INew York 
William L. Hess 
Managing Direclor 
Corporale Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553,,0376 
SUBSCRIBERS: 2'12-553-1E51 

New York 
Scolt Solomon 
Asst Vice President . Analyst 
Corporate Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212.553-1553 

G Copyright 2007 Mcody's Investors Sewice. inc and!or its itcensors including iuioddy's A%umr.ce ~crnpany, inc 
(:oge:her, "MOODY'S) All ;ion:$ reserved 
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Kenlucky Ulilities (KU) is a regulated pubic u!ilily engaged in the generalion transmisston and distribution of 
electricity. It provides electrichy to approximately 501,000 customers in 77 counties m central. southeastern and 
weslem Kentucki and to approximately 30.000 customers in 5 Counties in southwestern Virginia K U s  coai-fired 
elecliic generating plants produce most 01 KIJ s electricity In Virginia. KU operaies under :he name Old Dominion 
Power Company 

KU 1s a whoity-owned substdmry o! E ON U S LLC (A3 Issuer Rating) E ON U S is an indirecl wholly-owned 
subsidiary 01 E.0i.l AG (A2 senior unsecuied) KUs  affiliate Louisville Gas and Electric Company (LGBE: A2 
Issuer Rating). is 'I regulated public utility also operaling i r  Kentucky Al!hoUgh LGBE and KU are separate legai 
entities. lhey are c$peraled as a single. fully integrated system and provide the mafority 01 !he consolida!ed 
earnings and cash flow of E ON U S LLC 

Rating Rationale 

Kentucky Ulil4es Company's (K i i j  W Issuer Rating is based on the utilily's slrong financial profile. favorable cost 
positions and balanced regulatory erivironments Core linancial metrics (incorporating Moody's standard analytical 
adjust men:^) remain positioned within line ranges outlined in our Rating Methodology for A-raled utilities with 
medium business lis?. prolites Specifsa!iy. KUS ratio of FFO io debt and FFO Interesl coverage lor lhe lvietve 
ironths ended December 31 2006 ivere approximately 26% and greater than 7 times respectively 

Kii has an environmental cost recovery mechanism In its electric rates that allow for the recovery of enviconmcntat 
costs required to meet federal and state statutes This is imporlanl given lhal KU and LGBE expect lheir combined 
r.ear-!eim environmental capital spending to exceed 51 billion through 2009 The utility also benefits from a tilei 
adjustment clause that eliminates supply cost voiatilIiy 

The credit analysis of KU considers intercompany funding slipport in the form o i  ioans from other subsidiaries of 
E Old AG Due to the magnitude of on.going intercompany fundmg the ralings and outlook 0: KU could be affected 
11 E ON A G s  Senior unsecured raling were lo be downgraded from its current level 



The challenges ahead ISI K d  ,ncI'idc supporting :ne Ievei cf demand tn i i i  5eiv:ce :emtow ant! i-ain:airiiiic an 
adequate resene rna:gin To lhai e i c .  1: i w s  begun consiruct,on of i! 7mniccawa:I coal .biec geneia:,rg s:al~on c! 
,wl>ich KU and LGSE o'iiii u n d ~ ~ i d e ~  6C 7s:; ano 14 2596 interests respectively T w  r e ~ ~ i n i n ~  25% iii:ciest 8s 
Dwned by regional rnuntc'pal power enti!,cs The gencramg slation IS exnected ti: begin commercial operation t i  

2010 a! a Iota1 cos: ID KU and t G 8 E  01 approximalc:y SYOP m~llion 

Rating Outlook 

T m  slable rating oullo~!. ie!Ies:s l.100dys ex~ecta l ic i?  I!m KU v i l i  m n l i n x  IC show slrong lundarncmals 

What Could Change the Raling . Up 

In light 01 K U s  weable  ex2eRcllure program limited prospocts exist lor the rating to be upgraded we- the r e x  
sevcrat years Longer-term core financial netr!cs would need to improve considerably s:i:h as FFO lo debt 
greater lhan 3556. !or Moody's to Consider 3n upgrade 

What Could Change the Rating .Down 

Moody's viould consider a ra\ing downgiade i f  E ON RGs senior unsecured rating was downgraded Iron its 
cuirenl level or significant changes were made to !ne environmental cost recovery mechanism 

. . . . .. . .... .~ .. . . 
W Copyright 2007, Moody's lnve5lors Service Inc andior $15 licen5ors ~nclriding Moody's ASSU-~PCP C o n m i i y  .I?: 
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