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Plan Highlights
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Safety and customer satisfaction are core values at LG&E and KU. Gas Distribution 
Operations mission is to provide safe, reliable, and low cost service that enhances our 
customer’s quality of life. 

Funding levels within the proposed plan were established with the following priorities in 
mind:

Employee, contractor and public safety 
Regulatory compliance 
Supporting customer service 
Gas system reliability
Asset replacement to ensure reliable and safe service 
System enhancements to meet customer needs
Technology to increase efficiencies and enhance customer experience
Capital investments for transmission modernization, customer service line 
replacement and service line ownership
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Safety Performance - Gas
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• Safety and Wellness
— Continuously strive to improve employee safety performance

— Improve gas system safety thru effective Distribution Integrity, Transmission Integrity, Public 

Awareness, Damage Prevention, Storage Integrity and Gas Control Room Management 

programs

— Maintain strong safety partnerships with business partners

— Enhanced public safety through customer communications and asset replacement

— Continuation of motor vehicle safety initiatives  

— Identify, share, and capitalize on industry best practices

— Mock drills, leak detection training, and emergency response improvements 

— Effective liaison with emergency response agencies

— Promote wellness initiatives as an aspect of safety
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• Customer Experience

— Meet customer expectations for new service requests

— Promptly address customer service issues 

— Identify customer service improvement opportunities  

— Invest in aging infrastructure to ensure reliable and safe service 

— Promote professional and positive corporate image to customers

— Restore customer service outages quickly and efficiently 

— Meet customer capacity needs

— Implement technology to support customer service 

— Proactively communicate with customers
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• Reliability, Infrastructure and Regulatory Compliance
— Investments in infrastructure to meet customer needs 

— Investment in aging infrastructure to improve safety, reliability and performance 

— Effectively manage gas distribution integrity, transmission integrity, storage integrity and control 

room management regulatory programs   

— Provide reliable gas supplies through investments in:

• Gas regulation/measurement facilities 

• Gas transmission system

• Gas compressor stations

• Gas storage fields  

• Distribution infrastructure upgrades
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• Workforce Development
— Headcount plan that addresses high number of expected retirements

— Identification of pre-hires for critical job positions

— Knowledge transfer to new employees  

— Support of employee continuing education initiatives

— Support onboarding and enhanced training/operator qualification to promote consistent work 

practices across operational groups

— Internal and external training opportunities

— Mobile computing technologies supporting training 

— Skilled craft-worker intern program in participation with local technical colleges
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Major Assumptions
• Customer expectations regarding levels of service and information availability will continue to 

increase.  

• Incremental headcount is needed to meet increased regulatory, work scope and compliance 

demands, and transfer critical knowledge in preparation for retirements.

• New Business assumes low to moderate customer growth and inflationary increases through the 

planning period with new commercial and industrial loads requiring gas main extensions and 

system reinforcements.

• Continuation of the Gas Line Tracker (GLT) mechanism through the planning period.  

• Gas Supply Clause remains fundamentally unchanged.  

• Incremental resources for the Gas Trouble department to improve Emergency Response Time 

remain through the planning period.  

• Available technology and operating conditions will support successful enhanced in-line inspections.  
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Major Assumptions
• Continued focus on reliability initiatives and system reinforcement.  

• New gas safety regulatory requirements will:

— Require operators to validate MAOPs of gas transmission pipelines.  

— Expand pipeline integrity requirements beyond high consequence areas.

— Expand operator qualification requirements to construction activities.

— Require continuous improvement for distribution system integrity.  

— Require continued implementation of storage integrity compliance program.  

• Based upon the 2019 BP:

— Forecasted Design Day for 2018 is expected to increase to 682,000 Mcf/day from 680,000 Mcf/day 

estimated in the prior BP.  During the current 5-year planning period, the forecasted Design Day is 

expected to gradually decrease to 670,000 Mcf/day.

— The Transmission Modernization and Steel Customer Service line programs will continue infrastructure 

upgrades supporting compliance and reliability.

— Replacement of amine gas processing systems with H2S scavenging systems will increase storage 

reliability, reduce environmental risks and reduce headcount to operate compressor stations.  
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2017 2018 2019 2020 2021 2022 2023
Item Actual Forecast Plan Plan Plan Plan Plan

O&M Expenses Only: 
Labor 18,092       20,754  21,267       22,039       22,930       23,141  23,875       
Inline Inspections 658            3,878     10,341       1,741         2,712         7,390    3,376         
Outside Services - Supplemental 6,793         10,068  12,913       13,118       13,503       13,974  14,402       
Outside Services - Other 1,389         1,784     3,227         3,253         3,233         3,400    3,255         
Materials 3,894         3,289     3,532         3,706         3,778         3,801    3,851         
Transportation and Equipment 2,163         2,266     2,770         2,778         2,879         2,934    2,971         
 All Other Non-labor 1,940         2,217     2,133         1,857         1,866         1,816    1,912         

Total O&M Expense - Mgmt. View 34,929       44,256  56,183       48,492       50,902       56,457  53,642       
  Plus:

      Base Gross Margin Items -             -         -             -             -             -        -             
         Mechanism Gross Margin Items 3,443         2,537     2,588         2,841         2,902         2,925    2,943         

Total O&M Expense-GAAP View 38,372       46,793  58,771       51,333       53,804       59,382  56,585       

2017-2023 Annual O&M Expenses
($000)
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2017-2023 Annual O&M Expenses
Non Labor Category

($000)
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2017 2018 2019 2020 2021 2022 2023
Item Actual Forecast Plan Plan Plan Plan Plan

Inline Inspections:
Ballardsville ILI 440 2 0 0 0 0 0
Calvary ILI 156 134 0 0 0 0 0
Center 20" ILI 0 1,362 0 0 0 0 0
Lees to Cane Run ILI 0 494 0 0 0 0 0
Magnolia 16" Line ILI 0 4 2,806 0 0 0 0
Mill Creek 12" ILI 0 194 0 0 0 0 0
Muldraugh-Piccadilly ILI 0 1,567 0 0 0 0 0
Western Kentucky A Line ILI 0 0 2,465 0 0 4,560 0
Penile to Paddy's 16" & 20" Line ILI 0 0 5,070 0 0 0 0
Western Kentucky B Line ILI 0 0 0 1,741 0 2,280 0
Magnolia 20" line - Radcliff to Magnolia ILI 0 0 0 0 2,712 0 0
Riverport 12" ILI 0 0 0 0 0 550 0
Riverport 8" ILI 0 0 0 0 0 0 567
Doe Valley 8" ILI 0 0 0 0 0 0 2,809
Pipeline Repairs / Validation Digs 62 121 0 0 0 0 0

Total Inline Insepctions 658 3,878 10,341 1,741 2,712 7,390 3,376

Outside Services - Supplemental:
LGE Electric and Gas Line Locating 3,433 4,749 8,301 8,301 8,594 8,910 9,277
Stop Box Inspections 1,224 1,741 1,662 1,665 1,659 1,715 1,738
Corrosion Control 554 976 783 799 815 831 848
Leak Survey 579 592 847 850 863 906 912
Gas Distribution 627 1,388 685 872 939 963 973
Estimated impact for additional sales tax 0 160 320 320 320 320 320
Other 376 462 315 311 313 329 334

Total Outside Services - Supplemental 6,793 10,068 12,913 13,118 13,503 13,974 14,402
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2017-2023 Annual O&M Expenses
Non Labor Category

($000)
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2017 2018 2019 2020 2021 2022 2023
Item Actual Forecast Plan Plan Plan Plan Plan

Outside Services - Other:
Compressor Stations 629         631          1,061      1,380      1,322      1,465      1,435   
Storage Integrity and Internal Corrosion 318         349          863         774         725         759         777      
Gas Control 213         184          371         337         355         373         428      
Transmission Integrity and Compliance 129         428          616         415         462         419         223      
Distribution Integrity and Compliance -          4              220         227         244         259         268      
Other 100         188          96           120         125         125         124      

Total Outside Services - Other 1,389      1,784       3,227      3,253      3,233      3,400      3,255   

Materials:
Compressor Stations 1,748      1,324       1,528      1,522      1,581      1,576      1,599   
Gas Control 414         331          374         373         373         373         373      
Transmission Integrity and Compliance 539         498          554         554         554         554         554      
Distribution Integrity and Compliance 85           105          189         189         197         218         237      
Gas Distribution 1,098      995          837         1,016      1,021      1,025      1,028   
Other 10           36            50           52           52           55           60        

Total Materials 3,894      3,289       3,532      3,706      3,778      3,801      3,851   

Transportation and Equipment:
Compressor Stations 822         763          950         942         962         962         977      
Gas Control 347         321          410         431         442         450         457      
Transmission Integrity and Compliance 137         181          240         244         248         277         281      
Distribution Integrity and Compliance 57           101          114         117         119         121         123      
Gas Distribution 791         884          1,011      1,000      1,064      1,079      1,088   
Other 9             16            45           44           44           45           45        

Total Transportation and Equipment 2,163      2,266       2,770      2,778      2,879      2,934      2,971   
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2017-2023 Annual O&M Expenses
Non Labor Category 

($000)

Page 14

2017 2018 2019 2020 2021 2022 2023
Item Actual Forecast Plan Plan Plan Plan Plan

Other Non Labor:
AGA Dues 195 202 195 195 195 195 195
Dues and Subscriptions - Other 172 151 158 158 158 158 160
Phone and Telecom 189 171 169 174 174 155 155
Fees, Permits, and Licenses 218 254 197 197 197 197 197
Utilities 257 137 183 183 183 183 183
Travel and Mileage Reimbursement 134 128 150 136 138 139 133
Liability Claims 10 115 131 131 131 131 131
Education and Training 87 164 180 164 168 180 181
Meals 110 82 86 86 84 87 89
Lease/Rentals 20 19 18 18 18 12 12
Computer Hardware/Software 104 31 28 28 28 28 28
Other Operating Expenses 444 763 638 387 392 351 448

Total Other Non Labor 1,940 2,217 2,133 1,857 1,866 1,816 1,912
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2017-2023 Annual Expenses
Mechanism Gross Margin Items

($000)
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1 Muldraugh:  2019 gas losses based on 433 MMcf at $3.63/MMcf for a total $1.6M, 2020 is 433 MMcf at $3.59/MMcf for a total $1.6M, 
and 2021-2023 is 433 MMcf at $3.67/MMcf for a total $1.6M.

2 Magnolia:  2019 gas losses based on 58.6 MMcf at $3.61/MMcf for a total $.2M, 2020 is 58.6 MMcf at $3.62/MMcf for a total $.2M, and 
2021-2023 is 58.6 MMcf at $3.61/MMcf for a total $.2M.

2017 2018 2019 2020 2021 2022 2023
Item Actual Forecast Plan Plan Plan Plan Plan

GLT:
CSO Meter Conditions 385             419                559           581             600         614         626            

Repair Leaks 245             360                280           281             284         289         291            
Other GLT (76)              (5)                   (33)            214             219         223         227            

Total GLT 554             774                806           1,076          1,103      1,126      1,144         

Gas Losses:
Muldraugh 1 2,679          1,534             1,571        1,553          1,588      1,588      1,588         

Magnolia 2 210             229                211           212             211         211         211            

Total Gas Losses 2,889          1,763             1,782        1,765          1,799      1,799      1,799         

Total Mechanism Gross Margin 3,443          2,537             2,588        2,841          2,902      2,925      2,943         
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O&M Annual Expense Reconciliation 
($000)
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2019 2020 2021 2022 2023
Plan Plan Plan Plan Plan

2018 Plan/Expectation 41,458 41,010 41,999 42,921 44,762

Drivers:
In Line Inspections 8,031 792 2,164 6,828 2,369
Line Locating 5,066 5,066 5,277 5,508 5,844
Distribution Integrity Management Plan 413 376 384 399 410
Leak Survey 393 395 396 427 429
Stop Box Inspections 376 366 327 359 371
Emergency Response Improvements 800 820 841 862 883
Estimated Sales Tax on Services 320 320 320 320 320
Close Interval Survey 290 84 116 20 60
WFP Impacts - All Other 371 235 169 240 247
WFP Impacts - Savings from Amine Plant Rep (381) (480) (964) (1,145) (1,180)
Overtime Reductions (1,237) (873) 0 0 0
Other 283 381 (127) (282) (873)

Current Plan - Mgt. View 56,183 48,492 50,902 56,457 53,642
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2017-2023 Capital Expenditures
($000)
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2017 2018 2019 2020 2021 2022 2023
Item Actual Forecast Plan Plan Plan Plan Plan

New Business 9,296         9,956            8,634         8,893         9,156         9,336         9,617         
Enhance the Network 26,614       58,404          98,180       65,515       82,623       46,012       45,002       
Maintain the Network 40,224       33,066          38,916       28,585       31,221       21,772       20,650       
Repair the Network 381            768                378            389             400            413             425            
Miscellanous 1,283         1,082            892            624             1,196         382             391            

Total Capital 77,798       103,276        146,999     104,005     124,596     77,915       76,085       

2018 Plan 114,751        129,361     100,568     85,697       62,923       71,440       

Change (11,475)         17,638       3,437         38,899       14,992       4,645         
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Labor Expense

Page 18

Note: Annual expense amounts are on an income statement basis and exclude balance sheet accounts.

Overtime Total 2019 2020 2021 2022 2023
Average Base and all TIA Labor Salary & TIA Labor Labor Labor Labor Labor

Salary Plan Headcount Salary Other Labor* Expense Labor Expense Expense Expense Expense Expense

Exempt 104            10,776$       -$             840$        11,616$       
Non-Exempt 24              1,322$         75$              127$        1,524$         
Union / Non-Union Hourly 174            13,169$       2,742$         1,258$     17,169$       
Subtotal 303            25,267$       2,817$         2,225$     30,309$       

Co-ops / Interns 7               161$            -$             -$        161$            

Total 310            25,428$       2,817$         2,225$     30,470$       21,267$        22,039$        22,930$       23,141$       23,875$       

2019
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Employee Headcount by Work Group
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Work Group June 30, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
or Major Dept. 2018 Actual 2018 2019 2020 2021 2022 2023

VP Gas Distribution Operations 2                     2            2            2            2            2            2            
Transmission Integrity & Compliance 22                   24         24         23         23         23         23         
Distribution Integrity & Compliance 15                   21         22         21         21         21         21         
Pipeline Safety Management Systems 2                     3            4            4            4            4            4            
Operator Qualifications Program 1                     2            4            4            4            4            4            
Compliance/Environmental Coordinator 1                     1            1            1            1            1            1            
Gas Management & Supply 6                     6            6            6            6            6            6            
Gas Operations, Constructions, & Engineering 120                128       128       128       128       128       128       
Gas Control & Storage 97                   110       111       110       103       102       102       
Interns 10                   10         7            7            7            7            7            

Total 276                307       309       306       299       298       298       
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Supplemental Contractors by Work Group

Page 20

Work Group Jun 30, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
or Type of Work 2018 Actual 2018 2019 2020 2021 2022 2023

Director, Gas Control & Storage 10                10           10           10           10           10           10          
Director, Gas Operations Construction & Engineering 170              169         176         176         166         163         163        
Manager, Gas Transmission Integrity & Compliance 9                  11           11           11           11           11           11          
Manager, Gas Distribution Integrity & Compliance 112              112         112         112         112         112         112        

Total 301              302         309         309         299         296         296        
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2017-2023 Headcount Totals & Changes
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      Year-End
2017 2018 2019 2020 2021 2022 2023

Actual Forecast Plan Plan Plan Plan Plan
Employees 

TOTAL From Page 19 264 307 309 306 299 298 298

Prior Plan 300 301 301 299 298

Change From Prior Plan 7 8 5 0 0

2018 FC 2019 Plan 2020 Plan 2021 Plan 2022 Plan 2023 Plan
Supplemental Contractors (Page 20) 302 309 309 299 296 296

Prior Plan 261 260 260 260 260

Change from Prior Plan 41 49 49 39 36

Total Workforce (Employees Plus Supplemental Contractors)

Current Plan 609 618 615 598 594 594
Prior Plan 561 561 561 559 558
   Change from Prior Plan 48 57 54 39 36
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Plan Risks
• Finalization of new transmission pipeline regulations

• Regulatory changes impacting capital and O&M costs 

• Mitigation costs associated with gas transmission pipeline inspections

• Mitigation costs associated with new storage integrity compliance requirements

• Economic development-pace

• Impact of workforce turnover from retirements

• Overtime needs exceeding overtime assumed in the plan

• Material, equipment, and resource cost escalation and availability

• Permitting and Right of Way acquisition for Pipeline projects
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Plan Risks

• Findings from failure analysis on longitudinal defect on Ballardsville gas transmission pipeline could drive 

capital or O&M incremental to the plan.  

• Aggressive KPSC enforcement of gas safety regulations and KY “Before you Dig” laws
— Increased citations/fines

— Increased underground locating costs

• Telecommunications fiber projects and other general construction increases driving increase in line 

locating costs
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Key Performance Indicators

Operational Performance

Page 24

2017 2018 2019 2020 2021 2022 2023
KPI Year End Forecast Plan Plan Plan Plan Plan

Safety - Employee Incident Rate 1 2.55 2.60 1.80 1.73 1.66 1.55 1.47 

Safety - Contractors Incident Rate 1 1.58 0.00 1.80 1.73 1.66 1.55 1.47 

DART - Employees 1 1.09 0.87 0.72 0.67 0.63 0.63 0.59 

Gas Response Priority 1 Calls (minutes) 37.1 35.6 35.0 34.5 34.0 33.5 33.0

New Business Cycle Time (Calendar Days) 2 6.00 9.00 9.00 9.00 9.00 9.00 9.00

1)  2018 Forecast numbers are YTD May 2018 actuals and not forecasted.
2)  Measures from the time a service request is approved by a locator from the Design department to the time the service is installed. 
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