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Lewinglan, Kamucly - April 20, 2004

Kentucky American Waior Peoposes 8258 Increase In Average Hanthiy YWater Bl

Afier four years wilhout & rate increase, Kentucky American Water today asked the Kentucky Public
Service Commission to raise the average residential water bill by $2.85 per month, or 10 cants 2 day.

“Mo business likzs io raise prices, bul this is the right thing to do for the tuture of water service in Central
Kentucky,” said Roy Mundy, president of Kentucky American Waler, "Delivering qualily water service
requires continued investrment, After four years and nearly $58 milion in investment, it is reasanable to
ask the PEC to review rates for water service.”

The general rake case filing is the first since April of 2000, 1L requests an overall revenue increase of
57297 million, or 18,8 percent. Tha $2.85 pet manth Increase in the average residential water bill {5,075
gallons) represents a 15,3 percent increase aver existing rates, The balance of the proposal reflacts @
new senvice aclivation fae, which is one of thveg new tarilfs requested as part of the filing, The new tariffs
inGlude:

M A new |ow-income tarff that would provide a 25 parcent discouni on the monthly sorvice charge
partien of the bill for customers al of below the federal poverty level,

~ A new 524 service activation feq, This fee will genarake rovenue from customets requesting sanvice
activation, resulting in a smaller increase in general water rates for customers who never Lse tha service.

1 A naw emergency pricing iariff that would be effective in the final steges of a severs drought. The tariff
has g two-step increase in rates far customers wha viclate the restrictions and will halp conserve walar
far the averall systemn. Kentucky American Water has never reachad this extrame condition, but came
close in 1899,

Tha fling comes in the 25th month of the afforts by Mayor Teresa Isaac and the Urban County Coungil bo
take aver the assets of Kentucky American Water through condemnation,

“The sasy thing o do would have been to postpane the rate case because of the altempted takeover,”
said Mundy, "but that would have been the wrang thing to do for the integrity of the water aystem. We
have said for twe yaars that wa would continue to tun this company in a way that lives up to eur legacy of
excellent customer service in Santral Kentucky. That is what we intend to do hecause that is what our
cuslamers expect and deserve.”

In 8 survey conducked on Apeil 18-19, 8% of customers said they were satisfied with thewr sxisting water
rates, Mundy said the company wanted to know what its customers believed as the rate case was being
developed.

"o realize thers will be some who were satisfied a couple of weeks ago who will have questions about
{he propesal baday,” said Mundy. "We will answer those questians and beligve our customers will
continwe ta helieve they are getting good value for what they pay for water.”

The major drivers in the rate increase ara:

+ 557.8 million of investment in facilities, including pipe, water treatment plants and storage facilities.
+ [noreases in operating costs, inciuding increased security costs since Sapt. 11, 2001,
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Mundy said the compary has dong a good job of managing its expenses, Over the past decade, the
operations and maintenanse expenses at Kentucky American Water have increased an avarage of only
1.75 percent per customer each year. By comparizson, the Consumer Price Index has increased at an
average of 2.45 percent per year. At the same time, Mundy said, the company has continued to inveat
annually in the improvement and maintznance of the system,

"The fact that we have continued 1o invest in the system each yesr while managing our BXpenses
efficiently is the reason aur cuslomers enjoy trusted, quality water service and why the water bill is the
lewest wtility bill paid each month for mast families.” said Mundy. Water bills in Lexingten afso includs
seaver charges astablished by the Urban County Government that are collected by Kentucky American
Water gast month,

Mundy said ihe 25 percent discount will halp those wha have difficulty paying their water bills. In additian,
the 324 activation charge svery lime water senvica is siarted will now be paid by those creating the cost.
and nrat all custormers,

"Tha people of Central Kentucky have come o expect Kentucky American Water to be a good Gorporate
citizen and to help the community," said Mundy, “Last year, the sharehalders of aur company gave more
than $163.000 to more than 133 different charities and cormmunity initistives, the maost recent being &
515,000 donation to help kesp swimming pocls open for the summer.”

Kentucky American YWaler's rales are set by the Kentucky PSC, which will now take the request undey
review, The PSC, as well as gthers who intervene in the case, will serutinize information provided by the
company in an apen and tharough precess. The Kentucky PSC will canduct public hearings on the rate
case and a final decision is expected in December of this year. Rates will not be adjusted until 2 final
decision from the Kentuchy PSC s issled,

“We beligve Kentucky American Water's track record demonstrates a strong commitiment to service and
operational efficiency In managing costs,” said Mundy. "At the same time, regulation by the PSC is an
excellent way to sat rates that are fair to both the customers and the company in a way that ensures
ouality waler conkinues 1o be the anly priarity.”

Mundy painted to the racent surrey done by the water company with a nalionally recognized research
firm that indicated a strong recognition and support for the PSC process.

"Based on recent research, our customers believe their waler is reasanably priced,” said Mundy, "and
they trust the PSC procoss to be the right and fair way to establish water rates.”

Conlact
Lisa Heltan
£59-268-6314 (phona)

Iheltoni@bkawe. com

hitp:Awww kawe comfawprkvaw/news/mews3788.him| 54132004



