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Exhibit No. 36
Witness: P R Herbert

KENTUCKY AMERICAN WATER COMPANY
Lexington, Kentucky

COST OF SERVICE

ALLOCATION STUDY

AS OF NOVEMBER 30, 2008

AND

PROPOSED CUSTOMER RATES

GANNETT FLEMING, INC. - VALUATION AND RATE DIVISION

Harrisburg, Pennsylvania
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~ Gannett Fleming

Kentucky American Water Company
2300 Richmond Road
Lexington, KY 40502

Attention Mr. Nick O. Rowe, President

Gentlemen:

April 26, 2007

GANNETT FLEMING,INC
PO Box 67100
Harrisburg. PA 17106-7100

Location:
207 Senate Avenue
Camp Hill, PA 17011

Office: (717) 763-7211
Fax: (717) 763-4590
W'NW gannettfleming com

ii Pursuant to your request, we have conducted a cost of service allocation study
based on pro forma revenue requirements for the test year ending November 30, 2008,
and have prepared proposed rate schedules designed to produce the pro forma
revenue requirements.

The attached report presents the results of the study, as well as supporting
schedules which set forth the detailed cost allocation calculations. Schedule A on page
6 presents a comparison of the cost of service by customer classification with the pro
forma revenues produced by each classification under present and proposed rates.

Respectfully submitted,

GANNETT FLEMING, INC

PAUL R. HERBERT
Sr. Vice President
Valuation and Rate Division

PRHkrm

A Tradition of Excellence
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Exhibit No. 36
Witness. P R Herbert

KENTUCKY AMERICAN WATER COMPANY

COST OF SERVICE ALLOCATION STUDY
AS OF NOVEMBER 30, 2008

AND PROPOSED CUSTOMER RATES

PART I. INTRODUCTION

PLAN OF REPORT

The report sets forth the results of the cost of service allocation study as of

November 30, 2008, prepared for Kentucky American Water Company. Part I,

Introduction, contains statements with respect to the basis of the study, the procedures

employed, and a summary of the results of the study. Part II, Cost of Service by

Customer Classification and cost function, presents detailed schedules of the allocation

of costs to cost functions and customer classifications, as well as the bases for the

allocations. Part III, Proposed Customer Rates, sets forth a comparison ofthe present

and proposed rate structures, and the development of the proposed service charges.

BASIS OF THE STUDY

The purpose of the study was to allocate costs to several customer c1assifica-

tions based on considerations of quantity of water consumed, variability of rate of flow,

and costs associated with metering, billing and accounting. The allocation study was

based on recognized procedures for allocating the several categories of costs to

customer classifications in proportion to each classification's use of the facilities,

commodities and services which entail the total cost of providing water service.

Page 2 of41
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Exhibit No. 36
Witness: P R Herbert

ALLOCATION PROCEDURES

The allocation study was based on the Base-Extra Capacity Method for

allocating costs to customer classifications The method is described in the 2000 and

prior editions of the Water Rates Manual, published by the American Water Works

Association. The four basic categories of cost responsibility are base, extra capacity,

customer and fire protection costs. The following discussions present a brief

description of these costs and the manner in which they were allocated.

Base Costs are costs that tend to vary with the quantity of water used, plus costs

associated with supplying, treating, pumping and distributing water to customers under

average load conditions, without the elements necessary to meet peak demands. Base

costs were allocated to customer classifications on the basis of average daily usage ..

Extra Capacity Costs are costs associated with meeting usage requirements in

excess of the average. They include operating and capital costs for additional plant

and system capacity beyond that required for average use" The extra capacity costs

in this study are subdivided into costs necessary to meet maximum day extra demand

and costs to meet maximum hour extra demand. The extra capacity costs were

allocated to customer classifications on the bases of each classification's maximum day

and hour usage in excess of average usage" (Extra capacity costs related to fire

protection are allocated directly to the fire protection classifications..)

Customer Costs are costs associated with serving customers regardless of their

usage or demand characteristics" Customer costs include the operating and capital

costs related to meters and services, meter reading costs, and billing and collecting

Page 3 of41
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Exhibit No. 30
Witness: P R Herbert

costs The customer costs were allocated on the bases of the relative cost of meters

and services and the number of customers

Fire Protection Costs are costs associated with providing the facilities to meet

the potential peak demand of fire protection service. Fire protection costs are

subdivided into costs to meet Public Fire Protection and Private Fire Protection

demands. Operating and capital costs for hydrants were allocated directly to the Public

Fire Protection classification The extra capacity costs assigned to fire protection

service were allocated to Public and Private Fire Protection on the basis of the total

relative demands of the hydrants and fire service lines.

The data summarized in Schedule A, "Comparison of Cost of Service with

Revenues Under Present and Proposed Rates for the Twelve Months Ending

November 30, 2008," constitute the principal results of the allocation study.

The cost of service by customer classification, shown in column 2 of Schedule

A, is developed in Schedule B, "Allocation of Cost of Service by Cost Function to

Customer Classifications" The allocation of the cost of service by function to the

several customer classifications was performed by applying the allocation factors

referenced in column 2 of Schedule B to the cost of service by function in column 3.

The bases of the allocation factors are presented in Schedule C..

The cost of service by cost function is set forth in Schedule D, "Cost of Service

for the Twelve Months Ending November 30, 2008, Allocated to Cost Functions:' The

allocation of the cost of service to the cost functions was performed by applying the

allocation factors referenced in column 2 to the cost of service by account in column

3.. The bases of the factors are presented in Schedule E

Page 4 of41
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Exhibit No. 36
Witness. P R Herbert

DESIGN OF PROPOSED RATES

A comparison of the present and proposed rate structures is presented in

Schedule G of Part III of the report. All rate divisions are consolidated into the Central

Division rate structure. The proposed rates maintain the existing Central Division Rate

structure consisting of service charges by meter size applicable to all classes and

single-block consumption charges for each classification The service charges were

developed on Schedule H, based on the cost of service related to meters, services,

billing and collecting and meter reading. The overall increase to the service charges

is approximately 4.9%.

The consumption charges as well as private and public fire rates were increased

so that the revenues under proposed rates would move toward the indicated cost of

service as shown in Schedule A

Page 5 of41
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PART II. COST OF SERVICE BY
CUSTOMER CLASSIFICATION AND COST FUNCTION
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Schedule C

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COSTS BY FUNCTION TO CUSTOMER CLASSIFICATIONS

FACTOR A ALLOCATION OF BASE COSTS

Factors are based on the pro forma test year average daily consumption for each customer
classification

Average Daily
Consumption, Allocation

Classification CCF Factor
(1) (2) (3)

Residential 23,398 04665
Commercial 16,437 03277
Industrial 2,904 00579
Other Public Authority 5,560 o1108
Sales for Resale 1,653 00330
Private Fire Protection 51 00010
Public Fire Protection 157 0.0031

Total 50,161 1.0000

FACTOR B ALLOCATION OF MAXIMUM DAY EXTRA CAPACITY COSTS

Factors are based on the maximum day extra capacity demand for each customer classification

Average Daily Rate of Flow,
Customer Consumption, CCF Allocation

Classification CCF Factor" Per Day Factor
(1) (2) (3) (4)-(2)x(3) (5)

Residential 23,398 090 21,058 04967
Commercial 16,437 085 13,971 03296
Industrial 2,904 070 2,033 00480
Other Public Authority 5,560 075 4,170 00984
Sales for Resale 1,653 070 1,157 0.0273

Total 49,952 42,389 1.0000

• Ratio of Maximum Day To Average Day Minus 1 0

Page 9 of 41
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Schedule C

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COSTS BY FUNCTION TO CUSTOMER CLASSIFICATIONS

FACTOR C ALLOCATION OF MAXIMUM HOUR EXTRA CAPACITY COSTS

Factors are based on the maximum hour extra capacity demand for each customer classification

Average Hourly Rate of Flow,
Customer Consumption, CCF

Classification CCF Factor' Per Hour
(1) (2) (3) (4)=(2)x(3)

Residential 9749 1 70 1,6573
Commercial 6849 160 1,095.8
Industrial 1210 1 15 139.2
Other Public Authority 2317 1 10 254.9
Sales for Resale 68.9 090 62,0

Total 2,081.4 3,209.2

Allocation
Factor

(5)

05164
03415
00434
00794
0.0193

1.0000

* Ratio of Maximum Hour To Average Hour Minus 1 0,

FACTOR D ALLOCATION OF COSTS ASSOCIATED WITH METERS

Factors are based on the relative cost of meters by size and customer classification, as developed on
the following page and summarized below

Customer 5/8" Dollar Allocation
Classification Equivalents Factor

(1) (2) (3)

Residential 110,196 07661
Commercial 26,032 0.1810
Industrial 669 00047
Other Public Authority 5,077 00353
Sales for Resale 427 00030
Private Fire Protection 1,419 0.0099

Total 143,820 10000

Page 10 of 41
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Schedule C

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COSTS BY FUNCTION TO CUSTOMER CLASSIFICATIONS

FACTOR E ALLOCATION OF COSTS ASSOCIATED WITH SERVICES

Factors are based on the relative cost of services by size and customer classification, as developed on
the following page and summarized below

Customer 3/4" Dollar Allocation
Classification Equivalents Factor

(1) (2) (3)

Residential 96,209 08645
Commercial 10,312 00927
Industrial 75 00007
Other Public Authority 993 00089
Sales for Resale 40 00004
Private Fire Protection 3,645 0.0328

Total 111,274 1.0000

FACTOR F ALLOCATION OF BILLING AND COLLECTING COSTS

Factors are based on the total number of customers

Customer Total Allocation
Classification Customers Factor

(1) (2) (3)

Residential 107,795 09051
Commercial 8,926 00750
Industrial 44 00004
Other Public Authority 719 00060
Sales for Resale 21 00002
Private Fire Protection 1,545 00130
Public Fire Protection 38 0.0003

Total 119,088 1.0000

Page 12 of 41
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Schedule C

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COSTS BY FUNCTION TO CUSTOMER CLASSIFICATIONS

FACTOR G ALLOCATION OF METER READING COSTS

Factors are based on the number of metered customers,

Customer

Classification

(1)

Residential

Commercial

Industrial

Other Public Authority

Sales for Resale

Private Fire Protection

Total

Total Metered

Customers

(2)

107,795

8,926

44

719

21
1,419

118,924

Allocation

Factor

(2)

09064

00751

00004

00060

00002

0,0119

1,0000

FACTOR H ALLOCATION OF PRIVATE FIRE PROTECTION COSTS

These costs are assigned directly to Private Fire Protection

Cost
Function

(1)

Private Fire Protection

FACTOR I ALLOCATION OF PUBLIC FIRE PROTECTION COSTS

These costs are assigned directly to Public Fire Protection

Cost
Function

(1)

Public Fire Protection

Page 14 of 41

Allocation
Factor

(2)

1.0000

Allocation
Factor

(2)

1.0000
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 1 ALLOCATION OF COSTS WHICH VARY WITH THE AMOUNT OF WATER CONSUMED

Costs are allocated directly to the Base Cost Function

Cost
Function

(1)

Base

Allocation
Factor

(2)

1.0000

FACTOR 2 ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND MAXIMUM DAY

The weighting of the Factors is based on the maximum day ratio ofl 65, based on a review of maximum day ratios
experienced by the Company. (see Schedule F)

Cost Maximum Allocation
Function Day Ratio Factor

(1) (2) (3)

Average Day 100 06061

Maximum Day Extra Capacity 0.65 0.3939

Total 1.65 1.0000
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Schedule E

KENTUCKY·AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 3 ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE, MAXIMUM DAY EXTRA

Factors are based on the potential demand of general and fire protection service The bases for the potential demand
of general service are the maximum day ratio of 165 and the average pumpage for the test year The system
demand for fire protection is 10,000 Gallons per minute for 6 hours, or 3 6 MGD The Allocation of Fire Protection is
based on the relative demand flows, as shown on the following page and summarized below

Allocation
Cost Rate of Flow, Allocation of Fire Weighted

Function Ratio (GPD) Factor Protection Factor
(1) (2) (3) (4) (5) (6)

Average Day 10O 41,730,943 05759

Maximum Day Extra Capacity 0,65 27,125,113 0,3744

Subtotal 165 68,856,056 09503

Fire Protection 3,600,000 00497
Private Fire 004324 00215
Public Fire 0,5676 0,0282

Total 72,456,056 1.0000 1,0000 0,0497

FACTOR 4, ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND MAXIMUM HOUR

The bases for the potential demand of general service are the maximum hour ratio of 2 5 and the average pumpage
for the test year The system demand for fire protection is 10,000 Gallons per minute for 6 hours The Allocation of
Fire Protection is based on the relative demand flows, as shown on the following page and summarized below

Allocation
Cost Rate of Flow, Allocation of Fire Weighted

Function Ratio (GPM) Factor Protection Factor
(1) (2) (3) (4) (5) (6)

Average Hour 1 00 28,980 03515

Maximum Hour Extra Capacity 1.50 43,470 0,5272

Subtotal 25O 72,450 08787

Fire Protection 10,000 01213
Private Fire 04324 00525
Public Fire 0,5676 0,0688

Total 82,450 1.0000 1.0000 0,1213
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

BASIS FOR ALLOCATING DEMAND RELATED COSTS OF FIRE SERVICE
TO PRIVATE AND PUBLIC FIRE PROTECTION CUSTOMER CLASSIFICATIONS

The demand for fire protection is assigned to private and public fire service based on the relative potential demands,
as follows:

* Relative Demand for Private Fire lines and hydrants are calculated at 1 5 times the Public Fire Relative
Demand

Page 24 of41
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 5 ALLOCATION OF COSTS ASSOCIATED WITH STORAGE FACILITIES

Factors are based on the potential demand of general and fire protection service using the ratio of the capacity
required for a 6-hour demand of fire flow as related to total storage capacity

Fire Protection Weight = 10,000 gpm for 6 hours =
24,860,000 Gallons Storage

01448

General Service = 1 0000 - o1448 = 08552

The General Service weight is assigned to base and maximum hour extra capacity, based on the maximum hour
ratio, as follows:

Ratio Percent Weight

Base 100 04000 03421
Maximum Hour
Extra Capacity 1.50 0.6000 0.5131

Total 250 10000 08552

Private Fire 04324 00626
Public Fire 0.5676 0.0822

Total Fire 10000 0.1448

Total 1.0000
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 7 ALLOCATION OF LINES EXPENSES.

Transmission Mains Distribution Mains
Cost Weighted Weighted Allocation

Function Factor 3 Factor Factor 4 Factor Factor
(1) (2) (3)-(2)x (4) (5)-(4)x (6)=(3)+(5)

02018 07982

Base 05759 01162 03515 02806 03968
Maximum Day Extra Capacity 03744 00756 00000 00000 00756
Maximum Hour Extra Capacity 00000 00000 05272 04208 04208
Private Fire Service 00215 00043 00525 00419 00462
Public Fire Service 0.0282 0.0057 0.0688 0.0549 0.0606

Total 1.0000 0.2018 1.0000 0.7982 1.0000

The weighting of the factors is based on the total footage of mains, designated as either transmission mains or
distribution mains, as follows:

Total Footage
of Mains Weight

Transmission Mains 1,978,836 02018

Distribution Mains 7,826,647 0.7982

Total 9,805,483 1.0000

FACTOR 8 ALLOCATION OF TRANSMISSION AND DISTRIBUTION OPERATION SUPERVISION SALARIES
AND WAGES

The factors are based on the allocation of other transmission and distribution operating expenses, as follows:

Cost
Function

(1)

Base
Maximum Day Extra Capacity
Maximum Hour Extra Capacity
Private Fire Service
Public Fire Service

Total

Transmission
& Distribution

Operating
Expenses

(2)

$328,263
62,509

348,135
38,258
50,140

$827,306
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(3)

03968
00756
04208
00462
0.0606

1.0000
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 9 ALLOCATION OF COSTS ASSOCIATED WITH METERS

These costs are assigned directly to the Customer Facilities Cost Function

Cost
Function

(1)

Meters

FACTOR 10 ALLOCATION OF COSTS ASSOCIATED WITH SERVICES

These costs are assigned directly to the Customer Facilities Cost Function

Cost
Function

(1)

Services

Allocation
Factor

(2)

1.0000

Allocation
Factor

(2)

1.0000

FACTOR 11 ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING

These costs are assigned directly to the Customer Accounting Cost Function

Cost
Function

(1)

Billing and Collecting
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1.0000
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 12 ALLOCATION OF COSTS ASSOCIATED WITH METER READING

These costs are assigned directly to the Customer Accounting Cost Function

Cost
Function

(1)

Meter Reading

FACTOR 13 ALLOCATION OF COSTS ASSOCIATED WITH FIRE HYDRANTS

These costs are assigned directly to Public Fire Protection

Cost
Function

(1)

Public Fire Protection

Allocation
Factor

(2)

1.0000

Allocation
Factor

(2)

1.0000

FACTOR 14 ALLOCATION OF TRANSMISSION AND DISTRIBUTION MISCELLANEOUS MAINTENANCE

The factors are based on the allocation of other transmission and distribution maintenance expenses

Cost
Function

(1)

Base
Maximum Day Extra Capacity
Maximum Hour Extra Capacity
Meters
Services
Private Fire Service
Public Fire Service

Total

Transmission
& Distribution
Maintenance

Expenses
(2)

$475,571
79,901

528,951
42,962

o
59,145
77,540

$1,264,070
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(3)

03762
00632
04185
00340
0.0000
00468
0.0613

1.0000

KAW_APP_EX36_043007 Page 33 of 45



Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 15 ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

The factors are based on the allocation of all other operation and maintenance expenses excluding power,
chemicals, and purchased water, as follows:

Other
Cost Operating Allocation

Function Expenses Factor
(1) (2) (3)

Base $3,129,979 03519
Maximum Day Extra Capacity 1,397,907 01572
Maximum Hour Extra Capacity 1,468,629 o 1651
Meters 62,584 00070
Services 0 00000
Billing and Collecting 1,857,165 02088
Meter Reading 595,915 00670
Private Fire Service 165,201 00186
Public Fire Service 216,574 0.0244

Total $8,893,953 1.0000

FACTOR16 ALLOCATION OF LABOR RELATED TAXES AND BENEFITS

The factors are based on the allocation of operation and maintenance direct labor expense, as summarized below

Direct
Cost Labor Allocation

Function Expense Factor
(1) (2) (3)

Base $2,525,386 03996
Maximum Day Extra Capacity 1,142,730 01809
Maximum Hour Extra Capacity 1,150,722 o1821
Meters 49,960 00079
Services 0 00000
Billing and Collecting 488,183 0.0773
Meter Reading 662,887 01049
Private Fire Service 129,252 00205
Public Fire Service 169,461 0.0268

Total $6,318,580 1.0000
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Schedule E

KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 17 ALLOCATION OF ORGANIZATION AND OTHER RATE BASE ELEMENTS

The factors are based on the allocation of utility plant in service, as follows:

Cost Utility Plant Allocation
Function in Service Factor

(1) (2) (3)

Base $103,176,051 03666
Maximum Day Extra Capacity 41,644,326 01480
Maximum Hour Extra Capacity 57,645,941 02048
Meters 22,196,704 00789
Services 28,893,967 01027
Billing and Collecting 1,826,642 00065
Meter Reading 586,135 00021
Private Fire Service 7,228,046 00257
Public Fire Service 18,210,713 0.0647

Total $281,408,524 1.0000

FACTOR 18 ALLOCATION OF TAXES AND UTILITY OPERATING INCOME

The factors are based on the allocation of original cost rate base, as shown on the following pages and summarized
below

Cost Original Cost Allocation
Function Rate Base Factor

(1) (2) (3)

Base $83,371,740 03940
Maximum Day Extra Capacity 38,400,665 01815
Maximum Hour Extra Capacity 35,545,256 01680
Meters 19,212,977 00908
Services 7,977,599 00377
Billing and Collecling 7,486,009 00354
Meter Reading 2,401,640 00114
Private Fire Service 4,711,655 00223
Public Fire Service 12,464,675 0.0589

Total $211,572,214 1.0000

Page 31 of 41

KAW_APP_EX36_043007 Page 35 of 45



KAW_APP_EX36_043007 Page 36 of 45



K
E

N
TU

C
K

Y
-A

M
E

R
IC

A
N

W
A

T
E

R
C

O
M

P
A

N
Y

C
O

S
T

O
F

S
E

R
V

IC
E

F
O

R
T

H
E

TW
E

LV
E

M
O

N
TH

S
E

N
D

IN
G

N
O

V
E

M
B

E
R

30
,2

00
8,

A
LL

O
C

A
TE

D
T

O
C

O
S

T
FU

N
C

TI
O

N
S

C
u

st
o

m
er

A
cc

ou
nt

in
g

F
ir

e
S

er
vi

ce
F

ac
to

r
C

o
st

o
f

Ex
tr

a
C

ap
ac

ity
C

u
st

o
m

er
Fa

ci
lit

ie
s

B
ill

in
g

&
M

et
er

P
riv

at
e

P
ub

lic
A

cc
ou

nt
R

ef
.

S
e

rv
ic

e
B

as
e

M
ax

D
ay

M
ax

H
o

u
r

M
et

er
s

S
e

rv
ic

e
s

C
ol

le
ct

in
g

R
ea

d
in

g
F

ir
e

F
ir

e
(1

)
(
2

)
(3

)
(4

)
(5

)
(6

)
(7

)
(B

)
(9

)
(1

0)
(1

1)
(1

2)

O
T

H
E

R
R

A
T

E
B

A
S

E
E

L
E

M
E

N
T

S
U

ti
lit

yP
la

n
tA

cq
ui

si
tio

n
A

dj
us

tm
en

ts
17

38
,0

65
13

,9
55

5,
63

4
7

,7
9

6
3,

00
3

3,
90

9
24

7
BO

97
B

2,
46

3
A

cc
um

ul
at

ed
A

m
or

tiz
at

io
n

17
(7

,6
74

)
(2

,B
13

)
(1

,1
36

)
(1

,5
72

)
(6

05
)

(7
B

B
)

(5
0)

(1
6)

(1
97

)
(4

97
)

C
on

tr
ib

ut
io

ns
/A

dv
an

ce
s

M
ai

n
s

7
{4

8,
55

1
,2

87
)

(1
9,

26
4,

46
9)

(3
,6

68
,4

06
)

(2
0,

43
0,

68
4)

0
0

0
0

(2
,2

45
,2

02
)

(2
,9

42
,5

26
)

M
et

er
s

9
(5

26
,1

55
)

0
0

0
(5

26
,1

55
)

0
0

0
0

0
S

er
vi

ce
s

10
(1

7,
46

0,
97

0)
0

0
0

0
(1

7A
60

,9
70

)
0

0
0

0
H

yd
ra

n
ts

13
(1

,4
05

,3
05

)
0

0
0

0
0

0
0

0
(1

,4
05

,3
05

)
C

on
st

ru
ct

io
n

W
o

rk
In

P
ro

g
re

ss
15

23
,1

86
,8

18
8,

15
9,

44
1

3,
64

4,
96

8
3,

82
8,

14
4

16
2,

30
6

0
4,

84
1,

40
8

1,
55

3,
51

7
4

3
1

,2
7

5
56

5,
75

8
W

o
rk

in
g

C
ap

it
al

A
llo

w
an

ce
15

4,
40

3,
00

0
1,

54
9,

41
6

69
2,

15
2

72
6,

93
5

30
,8

21
0

91
9,

34
6

29
5,

00
1

81
,8

96
10

7,
43

3
O

th
er

W
o

rk
in

g
C

ap
it

al
A

llo
w

an
ce

15
52

3,
76

1
18

4,
31

1
82

,3
35

86
,4

73
3,

66
6

0
10

9,
36

1
35

,0
92

9,
74

2
12

,7
80

D
ef

er
re

d
In

co
m

e
T

ax
es

17
(3

0,
B

S4
,1

90
)

(1
1,

31
1,

14
6)

(4
,S

66
,4

20
)

(6
,3

1B
,9

3B
)

(2
,4

34
,3

96
)

(3
,1

68
,7

25
)

(2
00

,5
52

)
(6

4,
79

4)
(7

92
,9

S
3)

(1
,9

96
,2

66
1

-0
D

ef
er

re
d

In
ve

st
m

en
tT

ax
C

re
d

it
s

17
(9

4,
80

5)
(3

4,
75

6)
(1

4,
03

1)
(1

9,
41

6)
(7

,4
B

O
)

(9
,?

36
)

(6
16

)
(1

99
)

(2
,4

36
)

(6
,1

34
)

til
D

ef
er

re
d

M
ai

n
te

n
an

ce
(C

l
T

re
at

m
en

tP
la

n
t

2
62

5,
15

8
37

8,
90

8
24

6,
25

0
0

0
0

0
0

0
0

<D W
D

is
tr

ib
ut

io
n

R
e

se
rv

o
ir

5
1,

11
6,

29
5

38
1,

88
5

0
57

2,
77

1
0

0
0

0
69

,8
80

91
,7

59

W
D

ef
er

re
d

D
eb

it
s

0
S

o
u

rc
e

o
fS

u
p

p
ly

2
1,

85
9,

85
8

1,
12

7,
26

0
73

2,
S9

B
0

0
0

0
0

0
0

.....
G

en
er

al
15

38
,0

65
13

,3
95

5,
98

4
6,

28
5

26
6

0
7

,9
4

8
2,

55
0

70
B

92
9

./>
.

O
th

er
R

at
e

B
as

e
E

le
m

en
ts

17
(1

,5
52

,5
10

)
(5

69
,1

50
)

(2
29

,7
72

)
(3

17
,9

54
)

(1
22

,4
93

)
(1

59
,4

43
1

(1
0,

09
1)

(3
,2

60
)

(3
9,

90
01

(1
00

,4
47

)
~

C
om

m
un

ity
E

du
ca

tio
n

C
o

st
s

11
0

0
0

0
0

0
0

0
0

0

T
o

ta
lO

th
er

R
at

e
B

as
e

E
le

m
en

ts
(6

8,
66

1,
87

6)
(1

9,
37

3,
76

4)
(3

,0
69

,B
45

)
(2

1,
86

0,
16

1)
(2

,8
91

,0
64

)
(2

0,
79

5,
75

31
5,

66
7,

00
1

1,
81

7,
97

1
{2

,4
86

,2
09

1
(S

,6
70

,O
S3

)

T
o

ta
lO

n
g

m
al

C
o

st
M

ea
su

re
o

fV
al

u
e

21
1,

57
2,

21
4

83
,3

71
,7

40
38

,4
00

,6
65

35
,5

45
,2

56
19

,2
12

,9
77

7,
97

7,
59

9
7,

48
6,

00
9

2,
40

1,
64

0
4,

71
1,

65
5

12
,4

64
,6

75

(f
) o :r <D 0
­

C <D m

KAW_APP_EX36_043007 Page 37 of 45



KENTUCKY-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO COST FUNCTIONS

FACTOR 19 ALLOCATION OF OTHER REVENUES

The factors are based on the allocation of total cost of service, as follows:

Schedule E

Cost Total Cost Allocation
Function of Service Factor

(1) (2) (3)

Base $27,465,442 04185
Maximum Day Extra Capacity 10,075,642 01535
Maximum Hour Extra Capacity 9,667,775 01473
Meters 3,584,942 00546
Services 1,650,556 00251
Billing and Collecting 7,374,189 01124
Meter Reading 2,006,212 00306
Private Fire Service 1,200,349 00183
Public Fire Service 2,606,637 0.0397

Total $65,631,743 10000
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Schedule F

KENTUCKY-AMERICAN WATER COMPANY

SUMMARYOF AVERAGE DAY AND PEAK DAY DELIVERY FOR THE YEARS 1990-2006

Annual
Sendout Average Day Peak Day

Year (MG) (MGD) (MGD) Date Ratio
(1 ) (2) (3) (4) (5) (6)

2006 15,619 4279 6722 8/7 157

2005 16,068 44.02 69.65 8/2 1.58

2004 14,931 40.91 5689 6/29 139

2003 15,005 41 11 6137 7/8 1.49

2002 15,956 43.72 7182 8/5 164

2001 14,962 4099 56.04 6/19 1.37

2000 14,565 3990 66.. 37 6/13 166

1999 15,077 4131 6118 8/11 1.48

1998 14,799 4055 64.67 9/14 1.60

1997 14,419 39.50 6070 7/18 154

1996 14,265 39.08 53.70 6/30 1.37

1995 14,549 3986 6377 7/14 1.60

1994 14,471 39.65 5836 6/16 1.47

1993 14,290 39.15 6039 7/8 154

1992 13,303 36.45 4722 7/13 130

1991 13,450 3685 56.42 8/7 153

1990 12,557 34.40 58.05 7/9 1.69
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PART III. PROPOSED CUSTOMER RATES
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Schedule G

KENTUCKY-AMERICAN WATER COMPANY

COMPARISON OF PRESENT AND PROPOSED RATES
CENTRAL DIVISION

Per Thousand Gallons
Present Proposed

Per CCF
Present Proposed

Meter Charges, Per Month:

Meter
Size

5/8
3/4
1

1-1/2
2
3
4
6
8

Consumption Charges.

Residential
Commercial
Industrial
Other Public Authority
Sales for Resale
Hidden Leak

Fire Protection.

Present
Rate

$ 795
1194
1989
3977
6364

11932
19886
39773
636.36

$243167
225164
1,83737
2,15695
215695
243167

$3,52187
303973
2.46587
282627
287720
2,,97021

Proposed
Rate

$ 834
1251
2085
41,70
6672

125,10
20850
41700
66720

$182375
168873
1 37803
161771
1,,61771
182375

$2.64140
227980
184940
211970
215790
2,22766

Private Fire
Line Size

2
4
6
8
10
12
14
16

PrivateFire Hydrant

Public Fire Hydrant

Present Proposed
Rate Rate

Per Annum Per Annum

$ 52..23 $ 70.,68
20893 281 88
469,,57 63360
834.67 1,126.08

1,304..23 1,759.68
1,878.39 2,534..28
2,557,02 3,450,00
3,338.93 4,504.92

469,57 63360

31287 39732
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Schedule G

KENTUCKY-AMERICAN WATER COMPANY

COMPARISON OF PRESENT AND PROPOSED RATES
NORTHERN DIVISION - TRI-VILLAGE

Meter Charges, Per Month:

Meter
Size

5/8
3/4
1

1-1/2
2
3
4
6
8

Consumption Charges:

Present
Minimum

Rate

$ 1940
1940
1940
1940
1940
1940
1940
19.40
19.40

Present Rate
Per

1,000 Gals. Per CCF

Proposed
Rate

$ 8.34
12.51
20.85
41.70
66.72

125.10
208.50
41700
667.20

Proposed Rate
Per

1,000 Gals. Per CCF

First 2,000 Gallons
Next 4,000 Gallons
Next 4,000 Gallons
Next 10,000 Gallons
Oyer 20,000 Gallons
Hidden Leak

Minimum
$ 6..22

610
598
5.74

Minimum
$ 4665

4.575
4485
4.305

Applicable Central Div. Rate
Applicable Central Div .. Rate
Applicable Central Dlv. Rate
Applicable Central Dlv .. Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
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Schedule G

KENTUCKY-AMERICAN WATER COMPANY

COMPARISON OF PRESENT AND PROPOSED RATES
NORTHERN DIVISION - ELK LAKE SHORES

Meter Charges, Per Month:

Meter
Size

5/8
3/4
1

1-1/2
2
3
4
6
8

Consumption Charges:

Present
Minimum

Rate

$ 20.95
20.95
2095
2095
2095
20.95
2095
20.95
20.95

Present Rate
Per

1,000 Gals. Per CCF

Proposed
Rate

$ 834
12.51
2085
41.70
6672

12510
20850
417.00
66720

Proposed Rate
Per

1,000 Gals. Per CCF

First 2,000 Gallons
Next 2,000 Gallons
Oyer 4,000 Gallons
Hidden Leak

Minimum
$ 2.35

1 70

Minimum
$ 1.7625

1..2750

Applicable Central Div. Rate
Applicable Central Dlv. Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
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Schedule G

KENTUCKY-AMERICAN WATER COMPANY

COMPARISON OF PRESENT AND PROPOSED RATES
CITY OF OWENTON

Meter Charges, Per Month.

Meter Present Minimum Per Month Proposed
Size Inside City Rate B Rate G Rate

5/8 $ 16.77 $ 3935 $ 2268 $ 834
3/4 16..77 3935 2268 1251
1 19.40 3935 2268 20.85

1-1/2 19.40 39.35 2268 4170
2 19.40 39.35 2268 6672
3 1940 3935 2268 125.10
4 1940 39.35 2268 20850
6 1940 3935 2268 417.00
8 1940 3935 22.68 66720

Present Rate
Per

1,000 Gals. Per CCF
Inside City
Consumption Charges:

First 2,000 Gallons
Next 1,000 Gallons
Next 2,000 Gallons
Next 5,000 Gallons
Next 10,000 Gallons
Next 20,000 Gallons
Over 40,000 Gallons
Hidden Leak

Minimum
$ 6..26

518
4..20
342
3.10
3.06

Minimum
$ 4695

3885
3150
2.565
2325
2295

Proposed Rate
Per

1,000 Gals. Per CCF

Applicable Central Div Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
Applicable Central Div Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
Applicable Central Div. Rate

Rate B Consumption Charges:

First 6,000 Gallons
Next 2,000 Gallons
Over 8,000 Gallons
Hidden Leak

Minimum
$ 6.04

4.55

Minimum
$ 45300

34125

Applicable Central Div Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
Applicable Central Div. Rate

Rate G Consumption Charges:

First 2,000 Gallons
Next 2,000 Gallons
Over 4,000 Gallons
Hidden Leak

Minimum
$ 7.56

455

Minimum
$ 56700

3.4125

Applicable Central Div. Rate
Applicable Central Div Rate
Applicable Central Div. Rate
Applicable Central Div. Rate
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KENTUCKY-AMERICAN WATER COMPANY

CALCULATION OF MONTHLY SERVICE CHARGES

Schedule H

Cost of
Service Number Cost Per Unit

Cost Function (Schedule D) of Units Description Per Month
(1 ) (2) (3) (4) (5)

Meters $ 3,417,363 143,820 5/8-inch meter equivalents $ 198

Services 1,581,029 111,274 3/4-inch service equivalents 1 18

Billing & Collecting 5,420,689 119,088 Number of customers 379

Meter Reading 1,985,670 118,924 No of metered customers 1.39

Total $ 12,404,751 $ 8.34

Capacity Present Proposed
Meter Size Ratio Rate Rate

(1 )

5/8-inch 10 $ 7.95 $ 8.. 34

314-inch 15 1194 12.. 51

1-inch 25 1989 20.85

1-1/2-inch 50 39.77 41.70

2-inch 8.0 6364 6672

3-inch 15.. 0 11932 125.. 10

4-inch 25.. 0 198.86 20850

6-inch 50.0 397.73 417.00

8-inch 80.0 63636 66720
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