COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
NOTICE OF ADJUSTMENT OF THE RATES )
OF KENTUCKY-AMERICAN WATER ) CASE NO. 97-034
%

COMPANY EFFECTIVE ON AND AFTER
MARCH 30, 1997

ORDER

On October 21, 1997, the Attorney General's Office, Utility and Rate Intervention
Division ("AG"), filed an application for rehearing of the Commission’s September 30,
1997 Order approving new rates for Kentucky-American Water Company ("Kentucky-
American") to produce additional revenue of $1,049,884 annually. The AG seeks
rehearing on three issues: (1) the exclusion of amortizations from cash working capital
requirements; (2) a reconciliation of Kentucky-American's forecasted net operating
income of $10,899,642 with the Commission’s forecast of $10,945,391; and (3) the
reduction to forecasted depreciation expense to reflect the cost savings resulting from
the meter testving deviation.

On the first issue, the AG claims that Kentucky-American agreed that
amortizations should be excluded from cash working capital requirements, but the
Commission’s September 30, 1997 Order does not reflect their exclusion. The
Commission finds that while the exclusion of amortizations was not specifically discussed
in the Order, they were excluded as shown by the worksheets attached hereto as

Appendix A.




On the second issue, the AG states that starting with Kentucky-American's
forecasted net income of $10,899,642 and m‘aking the adjustments described in the
September 30, 1997 Order should result in a Comm‘ission forecast of $10,990,491, as
shown in the AG'’s reconciliation attached to his application for rehearing. However, the
AG notes that this amount exceeds the Commission’s actual forecast of $10,945,391 by
$45,100. Based on a review of the AG’s reconciliation, it appears that the AG has
omitted the $45,101 reduction attributable to deferred income tax expense as described
on page 14 of the September 30, 1997 Order. Including this adjustment in the AG's
reconciliation reduces the difference to $1, which is attributable to rounding the numbers.

On the third issue, the Commission reduced forecasted depreciation expense by
$28,269 to reflect the cost savings due to a meter testing deviation. The $28,269
amount is the net-of-tax expense reduction. As correctly noted by the AG, the
Commission should havé utilized the pre-tax amount of $29,055, which wduld reduce
expenses by an additional $786. This additional reduction in expenses, after reflecting
the effect of income taxes, results in a reduction in revenue requirements of $790
annually. Due to the de minimis amount of this reduction, it can only be reflected in
rates by lowering the meter rates for water consumed.

IT IS THEREFORE ORDERED that:

1. The meter rates set forth in Appendix B, attached hereto, are approved for
service rendered on and after the date of this Order.

2. All provisions of the September 30, 1997 Order, except as modified herein

and in Appendix B hereto, shall remain in full force and effect.
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3. The AG’s petition for rehearing, except as discussed above, is denied.

Done at Frankfort, Kentucky, this 5th day of November, 1997.

PUBLIC SERVICE COMMISSION

haifman K %M

= O (@;?

Vice Chairman

B CL Lt

Commissiéner

ATTEST:

A

xecutive Diréctor




APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC
SERVICE COMMISSION IN CASE NO. 97-034 DATED 11/5/97
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APPENDIX B

APPENDIX TO AN ORDAER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 97-034 DATED NOVEMBER 5, 1997

The following rates and charges are prescribed for the customers in the area served
by Kentucky-American Water Company. All other rates and charges not specifically
mentioned herein shall remain the same as those in effect under authority of this

Commission prior to the effective date of this Order.
SERVICE CLASSIFICATION NO. 1

Meter Rates

The following shall be the rates for consumption, in addition to the service charges
provided herein.

Rate Per Rate Per 100

Customer 1,000 Gallons Cubic Feet
Category All Consumption  All Consumption
Residential $2.07293 $1.55470
Commercial 1.95612 1.46709
Industrial : 1.56641 1.17481
Municipal and Other :

Public Authority 1.87384 1.40538
Sales for Resale 1.79261 1.34446




