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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Ttem 38 of 80

Witness: Michael A. Miller/Sheila Miller
38. Refer to Kentucky-American’s Application, Exhibit 37, Schedule F, page 10 of 13.

a. Provide the conservation advertisements whose cost Kentucky-American
proposes for the forecasted period.

b. Kentucky-American includes in the forecasted advertising expense institutional
advertising of $69,099. Administrative Regulation 807 KAR 5:016 prohibits the
recovery of institutional advertising in rates. Explain why the cost of the
proposed institutional advertising may lawfully be recovered through rates.
Kentucky-American’s response should include examples of the proposed
advertisements or other forms of advertising.

Response:
a. Please see attached documents that provide the type of conservation advertising
KAWC will perform in 2008.
b While Exhibit 37 refers to institutional or goodwill advertising due to the account

number used, the Company does not believe the types of advertising included in
that category fall into institutional or goodwill advertising which is precluded
from rate recovery. Attached to this response is a schedule that details the
advertising that the Company is seeking recovery for in its filing. Those elements
of advertising include public education about customer service options, payment
locations, the water quality consumer confidence reports, H20 Help to Others and
other information addressing customer education. The expenses listed are for
advertisement types of materials (print ads, bill inserts, newsletters, handouts) that
are produced for consumer awareness and education. These efforts cover the
following types of topics:

payment options available to customers

payment assistance program

drinking water quality report

annual flushing program

main break/boil water information

frozen pipe prevention

key initiatives and projects

required water quality consumer confidence reports
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Samples of past advertisements that will be updated for future use are attached.

For the electronic version, refer to KAW _R_PSCDR2#38 061807.pdf



KAW_R_PSCDR2#38 061807
Page 3 of 30

1 GROUP

» Strategy » Communication

2622 Broad Strect
Chattanooga, Tennessee 37408
423.894.7145-P
423.4854756-F

S C R ' P T D R A F T www.moriahgroup.com

SUBJECT: FOUR :30 CONSERVATION RADIO SPOTS
ONE :30 TV 8POT

Marketing

CLIENT: KENTUCKY AMERICAN WATER
DATE: JUNE 12, 2006

MEDIA: TV AND RADIO

AIRING: LATE JUNE 2006

RADIO SPOT #1

This is Kentucky American Water with foday's "water wise tip." Start being water wise outside your home. You
can conserve water, and maintain lawn and landscaping by planting drought-resistant plants, which require less
water You can also capture and use rainwater. Consider using drip irrigation in your garden to make every drop
count. For more information, visit Kentucky American Water's web site at www.kawc.com or calf XXX-XXX-XXXX

RADIO SPOT #2

This is Kentucky American Water with today's “water wise tip.” Toilets account for almost a third of all the water
used in a home. Be water wise and check for sneaky leaks by using one of our free test kits or put a few drops of
food coloring in the tank--color will show up in the toilet bowl if there's a leak. For more information on being water
wise, visit Kentucky American Water's web site at www.kawc.com or call XXX-XXX-XXXX

RADIO SPOT #3

This is Kentucky American Water with today's “water wise fip " Showerheads in older homes or apartments’ may
not be the low flow type. There are two ways to conserve water in the shower. Remove the old showerhead, and
install a new low flow washer. Or just replace the old showerhead with the new low-flow model.  For more
information on being water wise, visit Kentucky American Water's web site at www.kawc.com or call XXX-XXX-
HXXK

RADIO SPOT #4

This is Kentucky American Water with today's “water wise tip." Make your kifchen water wise starting with your
dishwasher. Only run your dishwasher when it is full Reduce the amount of rinsing you do before loading the
dishwasher. Most new dishwashers do an excellent job of cleaning extra dirty dishes, pots and pans all by
themselves. For more information on being water wise, visit Kentucky American Water's web site at www.kawe.com
or call XXX-XXX-XXXX
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Markeling » Straimgy « Communication
2622 Broad Street

Chattanooga, Tennessee 37408
423.894.7145-P
413.485.4756-F
www.moriahgroup.com

MUSIC: Thematic—up and under

VO: Kentucky American Water wants to help you
be water wise. Here are easy ways to conserve...

Maintain your lawn using drip irrigation and
drought-resistant plants...

Check for leaks in your toilet. ..
Use low-flow shower heads...

Reduce the rinsing of dishes--let your dishwasher

do the work...and buy water wise appliances too...

Easy steps to being water wise! Thanks from
Kentucky American Water.

Establishing shot of the exterior of an average size
house...FADE UP KAW LOGO AND HOLD
UNTIL THE END OF THE SPOT.

DISSOLVE to shot of water hose with drips of
water underneath it and capture with drop. ..

DISSOLVE to shot of person kneeling looking
under toilet tank...

DISSOLVE to shot of low-flow showerhead...

DISSOLVE to person taking plate from kitchen
sink into dishwasher...

CG: Visit KAWC.COM for more information or
call X3O-XXX-X0KXX.
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Woater is a resource that we depend on daily From
drinking and cooking to bathing. gardening and
recreation, water adds so much value to our lives.
Using water wisely ensures that there is plenty of
water available now and in the future. Wise water
usage also means protecting water suppiies by
avoiding careless actions that can pollute and
‘endanger rivers, streams and reservoirs. Follow the
tips provided here to help preserve and protect
~one of the Earth’s most precious resources: water

Start using water wisely now by following
- these simple tips in your home.

" In the Bathroom
+ Install water-saving showerheads and faucet
aerators in your sinks
» Shorten showers to 7 - 10 minutes.
= “furn off the water while brushing your teeth.

. In the Kitchen

= Run only full loads in the dishwasher.

= Rinse produce in a basin rather than under
runming water

In the Laundry
= Adjust the water Jevel on your washing
machine te match the size of your load

Dutside the House

= Hse a broom, not a hose. for deaning patios.
sidewalks and driveways.

= Water your lawn and plants only when they
need it

« Plant appropriate plants for the dlimate.
Check with local nurseries abaut non-invasive,
drought-tolerant plants.

* Don't leave the water running when washing
your car. Use a hose sprayer attachment to
eastly turn the water on and off

o learn more about water conservation. calt
“B77-ZAWATER or visit our website at
kawe com
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What are the Sources of Contamination?

When i tains, water travels aver the susface at the
fand or thicugh the ground, disselving naturally
occuriing minerals {possibly radioactive materialj and
picking up crganic material fzom andmals of humans,
‘The watet ends up in rivers, 1akes, straams, pongds,
rosesvaits, spings, and wells, where it may be used
a5 @ source of Supply for both drinking and hottled
water. The following contaminants may be psesent in
source waler as 3 result of this process)

Micrabinl Contaminants, such as vireses and
bacteria tsom sewage, agricultural kvestock
operatians, ar widlife,

n

Inorganic Contamanants, such as salts and metats
that may be naturally ofcutring or may fesult trom
wban storm water reaall, indusirial or domestic
wastewater discharges, oil and gas production,
smndng, or farming,

a

Pesticides and Hesbicides, which may come trom a
variety of saurces such as agriculiuee, urban storm
water runoff, and residential uses.

Grganlc Chemical Cantaminants, {including
syathetic and volatile erganic chemicals) which are
by-products of industrial pracesses and petrolcum
production, and may also come trom gas stations,
urban stoan water runofl, and septic systems,

fadisactive Contaminants, which may be naturally
peeusring ot the sesult of off and gas production and
mining activitles.

Printed an recycled paper. Each ton of
ecycled paper saves 7,000 gallans of water,
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The Kentucky River {ag it runs soush ot Lexington) and
Jacolison Reservair (focated in Fayetle County) are
surlace vealer soneces that supply the Lexington area. A
1hird surface water source in Fayette Coaunty, Lake
Ellerslie, may supplement these seurces i necessary.

Protecting Your Water

The Kentucky Divislon of Watet appravad a Saurce
Water Assessment and Protection Plan lor Kentucky
American Water in 2003, The plan locuses oa potential
spuices af contamination tor the water supplies used tiy
Kentucky Amarican Water

The Kentucky River is mast valnerable te contamination
item agicultural runaff, which may include pesticides,
nutsients and sift from croplands, and potential
pathegens from poasture lands. Jacobson Reservor is
mast vulperable 1o uzban storm water runocli, which may
inciuda heavy metals fram paved areas. nuirients,
pestitides, and organics {e.0., yard waste} from Jawn
carp, Ingosirial and construction runaff in uiban argas
may include sifts, synthelic chemicals and metats,

A copy of the compieted Source Water Assessment and
Pretection Plan miay be viewed by calling the Watershed
Management Rranch al the Xentucky Divisior of Water at
{582} 564-390. Kentucky American Waler encourages
yhu to taka an active part in protecting your watar supply
by parsicipating tn activitles as they ocour i your 2zea,

You Can Be Invoived in Matters
That Affect Your Water

Kentacky Amarican Water welcomes vour commients and
queshians regarding water guality lssues. You can
contact us vith guestions about vour water and oblain
aduitional coptes of 1his report by calling our Customer
Service Center 31 (B00) 678-6381. Electronic copies of
this document may be oblained by visiting our website
at wwwkawe Lom.

A Prowd Member of the Partrership for
Safe Drinking Water Program

WER,
1n 2003 Kenlucky American Water S
teptment Facllities wesn awariled the p% il ="
prestiglous “FiveYear Ditecior's B e
Awvard” under the Partnership tor Sale G.bla_mm_ P
Water program administered by the " SAtL A

k5. Environmental Protection Ageacy
(EPAY, Arnezican Water Woiks Assodiation,
art other waierselated omganizations. The award honors
525 wiilities for achleving operational eacelience, by

y aptimizing their treatment tacilily operations
2nd adepling more stringent perlommance goals than
those sequite by tedesal and stale drinking water
raqulations. We are proud to tepart that we have
maintsined those standards throwghout 2806,

A Proud Master Member ot the xmm"cmxw_
EXCEL Program

The Kenlucky Deparunent for
Envisenmental Pratectian administers a
voluntary program Lhat is open to anyone
who withes to improve and piotact
Kentucky's envl t beyond reg
requitements, Thare are lour membership _mcmwm avattable
to program participants, including Advecate, Pariner,
Leader, and Master. The Master membarship iy the highest
o_ four mermbership _m<n7 Encx.:a members to

o ate compraliensive er at

planning; undarge an indapendent, thisd-party nwwmmmama
of compliance; and commit to complete and report an at
fzast iow voluntary projects that will benefft Renlucky's
eavimamant, Kenlucky American Water is proud of the tact
that we became o Alaster member in this program Octobar
15, 20086, and we encourage individuals and arganizations
16 patticipate n this enviranmentat program.

Intormation on the Internet

The U.S. EPA, Centers tar Disease Control, and the
¥entucky Division of Waler websites pravide a
substantial amount ol information relaling 1o water
sources, water conservalion, and public health.

You msay visit these sites at the addresses below:

Unsited States Epvironmental Protection Agency
www.epa.gov/satewater

Centers tor Disease Control and Pravention
wiww.cde.gey

Kantucky Division of Water
wwny.wates ky.gov/
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Quality Water for Quality Life

As g trusted leader in the waler industry.
Kentucky American Water places o strong
emphasis an educating customers about the
quality of their drinking water We encourage
you fo toke o few minutes to review this annual
water guality report, which ocutlines information
about the quality of water we provide each day

We're proud of the fact that we provide quality
water at an affordable price for you and your family We continually
strive to adppt new and betler methods of delivering the best
quality drinking water 1o you As regulations and drinking water
standards thange. we incorporate these changes in our system in on
expeditious and cost-effective manner. In fact. Kentucky American
Water often addresses regulations before they even go into effect

In addition. we continue to support efforts and organizations that
help improve the quaiity of our region’s waterways and raise
awareness of the impact each of us has on the environment We
believe programs such as the Kentucky River Clean Sweep, and
organizations such as local Audubon Societies. for example. are not
only making a direct impact on the environment loday. but are
also fostering a commitment to environmental stewardship among
citizens of all ages, including tomorrow’s leadzrs. We are also
pleased to report that we were the first utility in the stale to join
the Kentucky Department for Envirenmental Protection’s new and
voluntary Kentucky EXCEL environmental leadership progrom

Kentucky American Water began serving TriVillage Water District
customers in 2001, Elk Lake Property Association customers in
2002. and New Columbus customers in 2003 and 2004 In 2005,
Kentucky American Water welcomed our newest customers in
Owen County that were formerly served by Owenton Water Works
under PWSID 0940337 We Took forward o continuing to meet the
expanding water needs of Owen and surrounding counties for
generations to come

Thank you for taking time to read this report on water guality
Nick O Rowe

'1-4’"“')

President

Why is this Report Important?

Kentucky American Water is once again proud to present
to you our annyal water quality report. The purpose of
this report is {o raise your understanding of drinking
water and your awareness of the need to pretect drinking

! water sources. The report provides an overview of water
Our Customer Charter quality for our Northern Division - the area spanning
We Are... Grant. Callatin. and Owen counties - in 2006. It includes
= dedicated to service exceltence details about where your water comes from and what
+ focused on perscnalized solutions it contains
+ committed to our customers’ heaith and welfare

therefore... If you have any health concerns relating to the
We Will... information in this report. we encourage you to contact
* partner with our customers your health care provider For more information about this
* treat them with dignity and respect report, or for any questions Telating to your drinking
* enhance their quality of life water, please feel free to contact our Customer Service
- earn their loyalty Center at (800) 678-6301, 24 hours 3 day. seven
= exceed their expectations
days a week.




What are the Sources of Contamination?
When it rains. water travels over the surface of the land or
through the ground. dissolving natusally occurring minerals
{possibly radioactive material) and picking up organic material
from animals or humans The water ends up in rivers, lakes.
streams, ponds, reservoirs. springs, and wells, where it may be
used as a source of supply for both drinking and bottled water.
The foliowing contaminants may be present in source water as a
resylt of this process:

= Microhial Contaminants, such as viruses and hacteria from
sewage, agricultural livestock operations, or wildlife.
Inorganic Contaminants, such as saits and metals that may he
naturally occurring or may result from urban sform water
senoff, industrial or domestic wastewater discharges, oif and
gas production, mining, or farming.
* Pesticides and Herbicides, which may come from a variety of
sources such as agriculture, urban storm water runoff, and
residential uses.
trganic Chemical Contaminants, (indluding synthetic and
volatile organic chemicals) which are by-preducts of industrial
processes and petroieum production, and may also come from
gas stations, urbar storm water runoff, and septic systems.
* Radioactive Contaminants, which may be naturally eccurring or
the result of oil and gas production and mining activities.

The majority of drinking water for cur Northern Division customers
is produced at cur 1.44 million gallon per day treatment facility
that treats surface water from Thomas Lake. in south-central Owen
County . Thomas Lake's supply is supplemented with surface water
from Severn Creek near its confluence with the Kentucky River
paol 2 south of Owen County

Kentucky American Water customers in the Glencoe area receive
water purchased from Ga¥latin County Water. The primary supply
for Gallatin County is treated groundwater purchased from the
Warsaw Water Works treatment facility located in Warsaw. Gallatin
County also produces and ireats water frem the same groundwater
spurce that Warsaw draws from. which is an underground aguifer
that runs beneath the city in Gallatin County.

Customers in the Wheatley area receive water purchased from
Carroli County Water District #1, whose source is groundwater that
is pumped from two separate well fields in Carroll and Gallatin
counties. The Carroll County well field consists of five wells: three
located at the water plant. one located on Henry Clay Lane, and a
well located on Fishing Street. The Gatlatin Counly well field
ronsists of two wells and is focated on Highway 42 on the
riverside of the Gallatin Steel property. Carroll County Water
District #1 can also purchase water that Carroliton Utilities treats
from its wells located in downtewn Carroliton.

Our customers in the New Columbus area may receive water
purchased from the City of Georgetown, whose source is the
historic Royal Spring. a groundwater source under the direct
influence of surface water that has supplied Georgetown with
drinking water since 1775 Water from the spring is pumped
downstream to the treatment plant at 214 West Main Street.

Georgetown aiso may supply 8 small portion of treated water
purchased from Frankfort Water and Kentucky American Water's
Central Division. Frankfort treats surface water from the Kentucky
River in pool 4, west of Owen County, and Kentucky American
Water Central facilities treat surface water from the Xentucky River
pool 9, south of Fayette County, and Jacobson Reservoir, a surface
water impoundment in Fayette County.

KAW_R_PSCDR2#38 061807
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Protecting Your Water

The Kenrtucky Division of Water approved Source Water Assessment
and Protection Plans for Kentucky American Water's Northern
Division suppliers in 2003 These plans focus on identifying
potential sources of contamination for drinking water supplies and
encourage ongoing planning to protect source waters. The
following are brief summaries of potential contamination sources
for Kentucky Amarican Water's Northern Division suppliers’
sources of supply.

An analysis of Qwenton's surface water supplies indicates that
susceptibility to contamination is generally moderate with
potential contamination sources identified as storage tanks.
agricultural and Tawn care activities. power line right-of-way
applications, roadway runoff. and septic systems.

Carroll County Water is maoderately susceptible to contamination
from agricultural. industrial, residential, aad sewage treatment
plant sources. There are a total of 20 potential sources of
contamination within the wellhead protection area

Warsaw Water Works™ and Gallatin County Water's groundwater
supplies are moderately susceptible to contamination. Potential
sources of contamination within the wellhead protection area
inciude storage tanks. agricultural Jand use, highways. wastewater
treatment. septic systems, and machinery storage

Georgetown Municipal Water’s Royal Spring has been determined
to have a moderate susceptibility to petential contamination due
to runoff from various sources in an urban environment, Frankfort
Water and Kentucky American Water have determined that sources
have moderate susceptibility to contamination, due fo activities
within the watershed such as agriculture and urban runoff.

Source Water Assessment and Protection Plans for each water
system may be viewed by calting the Watershed Management
Branch of the Kentucky Divisior of Water at {502) 564-3410.
Kentucky American Water encourages you to take ar active part
in protecting your water supply by participating in activities in
your area.

A Proud Master Member of the
Kentucky EXCEL Program

The Kentucky Department for Environmental
Protection administers a voluntary program
that is open to anyone who wishes to
improve and protect Kentucky's environment
beyend regulatory requirements. There are four

membership levels availzble to program participants. including
Advocate, Partner, Leader. and Master. The Master
membership is the highest of four membership levels,
requiring members to demonstrate comprehensive
environmental management planning; urdergo an
independent, third-party assessment of compliance; and
commit to complete and report on at least four veluntary
projects that will benefit Kentucky's environment. Kentucky
American Water is proud of the fact that we became a Master
member in this program October 16, 2006, and we encourage
individuals and other organizations to participate in this
environmental program.




Water Quality Data

For your information. we have compiled a list in the table below showing what regulated substances were detected in your drinking
water during 2006 The Kentucky Department for Environmental Protection allows us to menitor for some contaminants less than once
per year because the concentration of the contaminants does not change frequently. Conseguently, some of our data, although
representative, are more than one year old. Although all of the substances listed are below the Maximum Contaminant Level {MCL) set by
U.5. EPA and the Kentucky Department for Environmental Protection, we feel it is important that you know exactly what was detected
and how much of each substance was present in the water. Kentucky American Water remains committed to providing the highest guality
water 1o our customers

Water Quality Results

Substance
{units)

Year
Sampled

MCL

ACLG

Qwenton Area.
s iCustomers

Glencoe Area Customers

Hew Columbis Atea
s {ustomers

KAW_R_PSCDR2#38_061807
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Wheatley Rrea
Customers

Kentucky American
" Water - Northern -
o DRvistEn

Warsaw Water
Works

Gallatin County
Water*

i Georgetown
Municipal Water and
~ 1 Sewer System 7

Carrell County
Water Bistrict $1°

Highest[ " Range
Value | Low - High

Highest
Value

Rarge
Low - High

Highest
Value

fange
Low - High

Highest| . Range
Value | Low - High

Fighest
Value

Rarge
Low - High

Compliance
Achieved

Typical Source

Alpha emitters '
{pCi/1)

2606

15

ND ND

273 (00-273

05

04-05

G4 04-04

1Lz 1 04-12

s

Erosion of natural
deposits,

Antimeny. Total
{ppl)

2006

ND NA

ND NA

NB

NA

Ny NA

kD WA

Yas

Bischarge from
petroieum refiner-
iss; fire retar-
dants; ceramics;
elertronics; solder.

Aesenic (pph)

2406

10

N KA

N0 NA

ND

NA

ND NA

Yes

Erosion of natuzal
deposils; runoff
from orchards;
sunoff from glass
and elactronics
production wastes,

Barium (ppm}

2006

0 Gog NA

Nd KA

0.635

0.030-
4035

8.023 -

0 028 0 028

004 |004-0.04

Yas

Dischasge of
dritling wastes;
discharge from
metal refineries;
erosion of natural
depasits,

Beta or photon
emitters? {p0i/1}

20056

4
meem/yr

D ND

27 [ 00-274

I5

02-15

ND i

KA A

Yes

Decay of natural
ard man-made
deposits.

C(ambined
Radium {pCi/)

2003

5

NA NA

KA KA

N

NA

iz 12-12

Z 0~2

Yes

Erosion of ratural
depusits,

Fluoride {ppm)

2006

117 j088-117

13 | 60-13

NA

KA

127 | 091127

138 ;089-138

Yes

Water additive
that promotes
strong teeth;

Hitrate {ppm)

2086

16

10

0.03 NA

62 | 0d-6.2

522-7

413 (0621-413

837 j4931-937

Yes

Runoff from fertil-
izer use; leaching

from segtic tanks:
sewage;

erasion of nateral

deposits.

2.4-B (pph}

2006

it

]

¢3 NB-03

ND NA

KD

kD

Kp NA

ND NA

Yes

Runoff from
heshicide used on
10W C10RS

Selenium {ppb}

2006

50

50

ND §A

L1E NA

11

60-11

LH NA

ND N

Yes

Dischargs from
petroleum and
metal refineries;
stosion of natuzal
gdeposits; dis-
chazge from
mines.

Tetrachloroethylene
{ppb)

2006

L NA

ND NA

NB

N

LH] ND

KD KD

Yes

Discharge from
factories and dry
tleaners.

Totz] Drganic
Carbor, pam

2006

Hi

WA

2.09-259

NA NA

NA

HA

134 | 100-404

NA HA

Yes

Naturally
present in the
enviranment.

Turbidity *. NTU

2006

NA

100% Eowest

223 Mosnthiy

NA NA

NA

NA

100% Lowest

12 Meathiy

NA A

Yes

Soil runoff
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Substance {units) | Year Sampled mCL MG

Substance {units) Year Sampled ML MCLG Highest RAR | Range Low-High | Compliance Achieved {Typical Source

Total Trihalomethanes * {pph) 2006 80 0 53 3694 Yos By-produsct of drinking water diginfection.
Haloacelic Adds ' {pph} 2006 60 0 a2 2972 Yos By-prodiart of drinking water disinfection.
(Hlorine {ppm} 2006 MRDL = 4 MROLG=4 11 0.3-256 Yes Water additive Used 1o conteol microbes.,
Substance ear 90t Number of Number of Samples Above Compliance .

{units) Sampled MG Percentile Samples Action Lgvel Ach’:eved Typicel Saurce

Lead * (pph) 2004 i 3 21 0 Yes Corrosion of household plembing systems;
Copper ! (ppm) 2004 13 0.23 2 1} Yes Corrosion of household plembing systems;

Highest Number of Positive Samples Detected

Compliance Achieved {Typical Source

Total Cotiform 2006 1 Positive Monthly Sample | HA

H Yes

Naturaily present i the environment,

' Alpha and Beta or Photon Emitters: The MCL lor beta or pholon emitlers is 4 mrem/year (mil-
lirems per year is a measute of radiation absotbed by the bedy}. The resulis in the lable are
teported & picoCyrics/Titer ipCE1), EPA considers 50 pfi/] the fevel of concern for ieta epmitters
Dwenion Water Woeks (former PWSIC 0940337) coliected samples in 2002 Canol] County collect-
ed samples in 2003

* Total Organi¢ Carben: Altheugh the concentration is listed as ppm, the values shown aie ralips
that are wsed 1o determine compliance, Campliance with the TOC Treatment Technique {TT}
requirement is based on the lowest renning annual average (RAA) of the menthily raties of the %
TOC treaiment rameval achieved compared to the requied remoeval A mimimum annual average
ratio of 3 00 is requited.

' Tushidity: Turbidity is the clarity of water 11 is measured as an indicator of water quality and the
effectiveness of thy fillation system  Compiiance with the turbidity Treztrment Technigue (77) 55
achieved when 95% of four-hous fillered water readings are 0 3 NTU or lower and no readings are
greater than I NTU Groundwaler systems ate niot faguired 1o monitor for turbidity or to meel the

TT for turbidity semoval.

* Total Tihalomethanes (TTHMs) and Hakoacetic Acids (HAAsY: Compliance is based en a RAA that is
calcelated quartedy e highest quartery RAA Is the measured value In the table Some people
who drink water containing trihalomethanes & excess of the ML over many years may expers
ence problems with their fiver. Kidneys, of central nervous systems. and may have an increased
risk of getting cancer,

*Lead and Copper: Compliance is achieved when the results from at least 90% of sampies coliecied
from water standing in coatact with plumbing for at least 6 hours are below the Action level,
Owenton Water Works (former PWSID 094D337) conducied lead and copper sampling in 2004
viith the 80t Percentila for lead « ) ppb and for copaer G 032 ppm.

* Gattatin County Waler: Samplad arsenic, barium and selenium in 2005

" Canoli County Waler Disirict #1: Sampled angimeny, arsenic badum. 2.4-5 selenivm and teta-

<hioroethylene in 2005

Definitions of Terms used in this Report

« AL {Action Level): The concentration of a2 contaminant,
which if exceeded, triggers treatment or other requirements
that a water system shall follow.

= MCL (Maximum Contaminant Level): The highest level of a
contaminant that is allowed in drinking water. MCLs are set
as ciose to the MCLGs as feasible using the best available
treatment technology.

= MCLG (Maximum Contaminant Level Goal): The level of a
contaminant in drinking water below which there is no known
or expected risk to health. MCLGs allow for a margin of safety.

* MRDL {Maximum Residual Disinfectant Level): The highest
level of disinfectant allowed in drinking water. There is
convincing evidence that addition of a disinfectant is necessary
for control of microbial contaminants.

Violations of 401 KAR Chapter 8

MRDLG (Maximum Residual Disinfectant Level Goal): The level

of a drinking water disinfectant below which there is no known

or expected risk to health. MRDLGs do not reflect the benefits of

the use of disinfectants to conirol microbial contaminants.

» NA: Not applicable

» ND: Not detected

= NTU {Nephelometric Turbidity Unit): A measurement of the
clarity, or turbidity, of the water.

= ppb {parts per billion}: One part substance per billion parts
water, or micrograms per liter,

» ppm (parts per million): One part substance per million

parts water. or milligrams per liter,

TT {Treatment Technique): A required process intended to

reduce the level of a contaminant in drinking water.

= <: means less than

« %: means percent

There is a violation that occurred during 2006 that affects our customers in the Glencoe area of our Northern Division. Even though this
violation is not an emergency, as our customer, you have & right to know what happened and what has been done to correct the
situation. Please note that this violation was issued to Warsaw Water, from which we purchase water. but we want you to be aware of this
infarmation. There is nothing you need to do regarding this violation. You do not need to seek an alternative water supply.

The paragraph that follows is required Janguage. The "we” listed in the paragraph refers to the system (identified in the table below with
the area in our distribution system that may be affected by the viclation) that violated 401 KAR Chapter 8.

We are required to monitor your drinking water for specific contaminants on a regular basis. Results of regular monitoring are an indicator
of whether or not your drinking water meets health standards. During 2006 we did not compilete all moenitoring or testing for sodium and
therefore. cannot be sure of the quality of your drinking water during that time.

Please share this information with all the other people who drink this water. especially those who may not have received this notice
directly {for example. people in apartments, nursing homes, schaols, and businesses). You can do this by posting this notice in a2 public

place or distributing copies by hand or mail.

System Where Custormers Who . . .

Violation Dccurred May Be Affected Wihat Happened? Corrective Action

Warsaw Water and Sawer Customers in Kentucky American | A sedium sample was coliected in 2006, but was not submitted | Sample for sedium in 2007, They will ensure samples are submitted
Water's Glencoe area to the Division of Water within the required time frame. accoeding to required regulatory deadlines.




Special Information on Nitrate

Nitrate in drinking water at levels above ten (10) ppm is a
health risk for infants of less than six months of age. High
nitrate levels in drinking water can cause biue baby syndrome
Nitrate levels may rise quickly for short periods of time because
of rainfall or agricuitural activity, If you are caring for an infant
you should ask for advice from your health care provider.

Substances Expected to be
in Drinking Water

Drinking water. inciuding bottled water, may reasonably be
expected to contain at least small amounts of some
contaminants. The presence of contaminants does not
necessarily indicate that water poses a health risk

More information about contaminants and potential health
effects may be obtained by caliing the Environmental Protection
Agency's Safe Drinking

Water Hotline (800-426-4791)

To ensure tap water is safe to drink, the U.S. EPA prescribes
regulations limiting the amount of certain substances in water
provided by public water systems. The U.S. Food and Drug
Administration {FDA) establishes limits for contaminants in
bottled water that must provide the same protection for
public health.

What is Cryptosporidium?

Cryptosporidium is a pretozoan found in the surface water
throughout the United States. Although filtration removes
cryptosporidium. the most commonly used filtzation methods
cannot guarantee 104 percent removal, Ingestion of
cryptosporidium may cause cryptosporidiosis. an abdominal
infection. Symptoms of infection incude nausea, diarrhea, and
abdominral cramps. Most healthy individuals can overcome the
disease within a few weeks. However. people with severely
weakened immune systems have a risk of developing life-
threatening illness We encourage such people to censult their
doctors regarding appropriate precautions to take to avoid
infection. Cryptosporidium must be ingested to cause disease,
and it is spread through means other than drinking water,

Inlate 2003. Georgetown Municipal Water and Sewer Service
began testing the untreated water from the Royal Spring for
cryptosporidium in preparation for future regulations.
Laboratory analysis detected cryptosporidium in 1 out of 4
samples of untreated water from Royal Spring in 2003, but
feund no cryptosporidium in 2004. 2005, and 2006 testing.

\%\ Kentucky
\\ American Water .
2300 Richmond Road
Lexington, KY 40502

£ste informe contiene
informacion muy
importante sobre su
agua potable.
Traduzcalo ¢ hable
con alguien que o
entienda bien
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Frankfort Electric and Water Plant Board began testing their
effluent water every guarter for cryptosporidium in 1994 and
have found none to date. In addition. Frankfort began testing
their source water for cryptosporidium in January 2004 and
identified the organism in three samples {one sample in
October 2004 and two samples in March 2005). Frankfort
tested their effluent quarterly for cryptosporidium in 2006 and
did not identify the organism in any of their samples

Kentucky American Water's Central Division tested its untreated
source waters in 2003, 2004. and 2005 in preparation for future
regulations and found no cryptesporidium,

Special Monitoring

Effluent monitoring was conducted guarterly for contaminants in
accordance with the Unregulated Contaminant Monitoring Rule
(UCMR) in 2002. In addition. guarterly effluent monitoring was
performed for radionuclides in 2002. Unregulated contarmirants
listed in the UCMR and radionuclides were not detected during
this monitoring. Copies of these reports can be obtained by
eontaciing our Customer Service Center at (800) 6786301

You\Can Learn Mare and Be Involved
in Matters That Affect Your Water

Kentucky American Water welcomes your comments and questions
regarding water quality issues. You can contact us with questions about
your water and obtain additional copies of this repert by calling our
Customer Service Center at (800) 678-6301. Electronic copies of this
document may be obtained by visiting our website at www kawc.com

Information on the Internet

The U.S. Environmental Protection Agency (EPA). Centers for Disease
Control and the Kentucky Division of Water websites provide a
substantial amount of information relating to water sources. water
conservation, and public health. You may visit these sites at the
addresses below:

United States Environmental Protection Agency
www.epa gov/safewater

Centers for Disease Contrel and Prevention
www.cde gav

Kentucky Division of Water
www.water ky.gov/dw

Special Health Information for the

Immunocompromised

Seme people may be more vulnerable to contaminants in
drinking water than the general pepulation. Immune-
compromised persans such as persens with cancer undergoing
chemotherapy, persons who have undergene organ
transplants, people with HIV/AIDS or other immune system
disorders, some elderly, and infants can be particularly at
risk from infections. These people should seek advice about
drinking water from their health care providers. EPA/(DC
guidelines on appropriate means to lessen the risk of
infection by Cryptosporidium and sther microbial
contaminants are available from the Safe Drinking Water
Hotline (800-426-4791).
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2006 CCR

Number of Water Systems
Covered in this Report: 1

PWSID  KY0340250

Este informe contiene informacion muy importante sobre su agua beber. Traduzcalo 6 hable con alguien que lo entienda
bien (This report contains important information about your drinking water. If you do not understand it, please have

someone translate it for you.)

Quality Water for Quality Life

Kentucky American Water is committed to providing our
communities with the best quality water possible This is
demonstrated by our award-winning water treatment
processes, our voluntary paricipation in the US
Environmental Protection Agency’s Partnership for Safe
Water and through the regular investment we make to
miaintain and upgrade our water system.

We encourage you to take a few minutes to review this
annual water quality report, which outlines information
about the quality of water we provide each day. We're
proud of the fact that we provide quality water at an
affordable price for you and your family We continually
strive o adopt new and better methods of delivering the
best quality drinking water to you As regulations and
drinking water standards change, we incorporate these
changes in our system in an expeditious and cost-
effective manner In fact, Kentucky American Water
often addresses regulations before they even go into
effect

In addition, we continue to support efforis and
organizations that help improve the quality of our
region's waterways and raise awareness of the impact
each of us has on the environment We believe
programs such as Reforest the Bluegrass and the
Kentucky River Clean Sweep, and organizations such as
Bluegrass PRIDE and the Fayette County Conservation
District, for example, are not only making a direct impact
on the environment today, but are also fostering a
commitment to environmental stewardship among
citizens of all ages, including tomorrow's leaders. We are
also pleased to report that we were the first utility in the
state to join the Kentucky Department for Environmental
Protection's new and voluntary Kentucky EXCEL
environmental leadership program.

Kentucky American Water is proud to have served
Central Kentucky for generations, and {o have supported
efforts that are environmentally focused We look
forward to continuing that service and support for
generations to come.

Nick O. Rowe

e
—
e’

»—-—'——‘—"’

President,
Kentticky American Water

Our Customer Charter

Weare ...

+ dedicated to service excellence

+ focused on personalized solutions

+ committed to our customers' health and welfare

therefore ...

We will ...

+ partner with our customers

« ireat them with dignity and respect
s enhance their quality of life

« earn their loyalty

+ exceed their expeclations
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Purpose of This Report

Kentucky American Water is once again proud to present {o you our annual water quality report. The purpose of this
report is to raise your undersianding of drinking water and your awareness of the need to protect drinking water sources
The report provides an overview of water quality for Ford Hampton customers in 2006 1t inciudes details about where
your water comes from and what it contains

If you have any health concerns relating to the information in this report, we encourage you to contact your heaith care
provider. For more information about this report, or for any questions relating to your drinking water, please feel free to
contact our Customer Service Center at (800) 878-6301

Source Water Information

When it rains, water travels over the surface of the land or through the ground, dissolving naturally occurring minerals
{possibly radioactive material) and picking up organic material from animals or humans. The water ends up in rivers,
lakes, streams, ponds, reservoirs, springs, and wells, where it may be used as a source of supply for both drinking and
bottled water. The following contaminants may be present in source water as a result of this process.

Microbial contaminants such as viruses and bacteria from sewage, agricuitural livestock operations, or wildlife.
Inerganic contaminants such as salts and metals that may be naturally occurring or may result from urban storm water
runoff, industrial or domestic wastewater discharges, ofl and gas preduction, mining, or farming.

* Pesticides and herbicides that may come from a variety of sources such as agriculture, urban storm water runoff, and
residential uses

s  Organic chemical contaminanis (including synthetic and volatile organic chemicals) that are by-products of industrial
processes and petroleum production, and may also come from gas stations, urban storm water runoff, and septic
systems.

o Radioactive contaminants that may be naturally occurring or the result of oif and gas production and mining activities.

All of the water for our customers in the Ford Hampton service area is provided by Winchester Municipal Utilities (WMU),
Public Water System Identification Number - KY0250473. WMU's raw {untreated) water sources are the Kentucky River
Pool 10, and the Carroll E Eclton Reservoir which are surface water sources Pool 10 of the Kentucky River is
approximately 25 miles in length extending upriver between Clark and Madison counties from a lock and dam located at
Fort Boonesboro. The Kentucky River supplied the majority of the water treated in 2005. The remainder was obtained
from the Carroll E. Ecton Reservoir located near the WML water treatment facilities on Water Works Road in southern
Clark County

Protecting Your Water Source

The Kentucky Division of Water approved a Source Water Assessmen! and Protection Plan for WMU in 2003 An analysis
of the susceptibility of the Winchester water supply to contamination indicates that this susceptibility is generally
moderate, but there are a few areas of high concern Several highway bridges, a segment of railroad, areas of row crops,
three active Superfund Sites, three solid waste generators and/or transporters, and impaired streams occur in the
immediate area of Winchester's Kentucky River intake. An accidental release of toxic materials from a bridge or railroad
could pose an immediate threat to Winchester's Kentucky River intake. There are numerous permitted operations and
activities and other potential contaminant sources of moderate concern within the watershed that cumulatively increase
the potential for the release of contaminants within the area These potential contaminant sources include everything from
large capacity septic systems, to major roads, to underground storage tanks, to Tier Il hazardous chemical users. A copy
of the completed Source Water Assessment and Protection Plan may be viewed by calling the Watershed Management
Branch of the Kentucky Division of Water at (502) 564-3410. Kentucky American Water encourages you to take an active
part in protecting your water supply by participating in activities as they occur in your area.

Substances Expected to be in Drinking Water

Drinking water, including bottled water, may reasonably be expected to contain at least small amounts of some
contaminants. The presence of contaminants does not necessarily indicate that water poses a health risk. More
information about contaminants and potential heaith effects may be obtained by calling the Environmental Protection
Agency's Safe Drinking Water Hotline at (800-426-4791).

To ensure tap water is safe to drink, the U.S. Environmental Protection Agency (EPA) prescribes regulations limiting the
amount of certain substances in water provided by public water systems. The U S. Food and Drug Administeation (FDA)
establish limits for contaminants in bottled water that must provide the same protection for public health.
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Winchester Municipal Utilities has a single water treatment plant located on Water Works Road in Clark County. Its
treatment processes are designed to reduce contaminant concentrations and to provide maximum protection against
microbial and viral pathogens that can be naturally present in surface waters

Special Health Information

Some people may :be.more vulnerable . to ‘contaminants in. dnnklng ‘water - than the “general _population.  immuno-
compromised ‘persons ‘such as persons: with. cancer undergomg chemotherapy, persons who have unciergone organ
transplants, people with HIV/AIDS or. other immune system disorders, some elderly; and infants can be particularly at risk
from infections. These people should seek advice ‘about drmklng water. from their. health care. providers, - EPNCDC
gmdeianes on appropriate. means to Iessen the risk of infection by Cryptosporidlum and other microbial contaminants are
available from the Safe Drinking Water Hotline (800-426-4791).

You Can Be Involved in Matters that Affect Your Water

Kentucky American Water welcomes your comments and questions regarding water quality issues. You can contact us
with questions about your water and obtain additional copies of this report by calling our customer service center at (800)
6786301 Alternatively, you may find additional information by visiting cur website at www.kawc.com

Information on the Internet

The U S EPA and Centers for Disease Control Web sites provide a substantial amount of information relating to water
sources, water conservation and public health. The Kentucky Division of Water Drinking Water Branch has a website that
contains useful information as well. Visit these sites at the addresses below:;

United States Environmental Protection Agency - www.epa.qov/safewater
Centers for Disease Control and Prevention - www.cdec.oov
Kentucky Division of Water - www water.ky.aov/

Violations of 401 KAR Chapter 8

There is a violation that occurred during 2006 that affects our customers in the Ford Hampton area. Even though this
violation is not an emergency, as our customer, you have a right to know what happened and what has been done to
correct the situation Please note that this violation was issued to Winchester Municipal Utilities, from which we purchase
water, but we want you to be aware of this information. There is nothing you need to do regarding this violation You do
not need to seek an alternative water supply

The paragraph that follows is required language. The "we" listed in the paragraph refers to the system (identified in the
table below with the area in our distribution system that may be affected by the violation) that violated 401 KAR Chapter 8

We are required to monitor your drinking water for specific contaminants on a regular basis. Results of regular monitoring
are an indicator of whether or not your drinking water meets health standards During 2008 we did not complete all
monitoring or testing for sodium and therefore, cannot be sure of the quality of your drinking water during that time

Please share this information with all the other people who drink this water, especially those who may not have received
this notice directly (for example, people in apartments, nursing homes, schools, and businesses). You can do this by
posting this notice in a public place or distributing copies by hand or mail.

System Where Customers Who Ma . .

VioEyatEon Occurred Be Affected Y What Happened? Corrective Action
Winchester Customers in Two sodium samples were Sample correctly for sodium in
Municipal Utilities Kentucky American collected in 2006 as required, but | 2007. Winchester will ensure

Water's Ford one sample was not analyzed by | samples are analyzed according
Hampton service area | the contract laboratory. to required regulatory schedules.
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Water Quality Data

For your information, we have compiled a table showing what regulated and unregulated substances were detected in
your drinking water. Results for regulated substances measured on the water leaving the treatment facility are provided by
Winchester Municipal Utilities. Regulated substances measured in the distribution system and at the customer’s tap are
collected and analyzed by Kentucky American Water The Kentucky Department for Environmental Protection allows us to
monitor for some contaminants less than once per year because the concentration of the contaminants does not change
frequently. Therefore, some of this data, although representative, are more than one year oid.

Regulated Substances (Measured by Winchester Municipal Utilities, KY0250473, on the Water Leav!ng the Treatment Facility) -
Winchester Municipal

Substance | - Year Utilities Compliance
“{units} Sampled MCL. MCLG_ Highest " Range Achieved Typical Source
: Value Low-High
A'ph(":}gz‘l;“as 2002 15 0 11 ND - 11 Yes Erosion of naturat deposits
. Discharge of driing wastes; discharge from

Barium (ppm} 2006 2 2 0015 NA Yes metai refineries; erosion of naturat deposits

Combined ; .
Radium {pCifL) 2002 5 &) G8 07-08 Yes Erosion of natural deposits
Fluoride (ppm) 2006 4 4 i4 059-14 Yes Water additive that promotes strong leeth;
Nitrate (ppm) 2008 10 10 0z NA Yes Runoff from fertitizer use; leaching from septic

tanks; sewage; erosion of natural deposils

Total Qrganic . .
Carbon, (bpm) 2006 TT NA 097 057-178 Yes Naturally present in the environment
89% monthly

sy 2
Turbidity®. NTU 2006 T NA 035 fowest

Regulated Substances (Trihalomethanes and Haloacetic Acids are measured in the Distribution System by Wmchester Munlclpal Utlhtles
KY0250473 Chlcrine is measured in the Distr:butmn System by Kentucky American Water, KY0340250) = : :

Yes Soit runoff

: .. Year . Highest | = Range Compliance
_Substancq (units) Sampled MCL MCLG RAA Low-High Achiaved Typical Source
: 3 A
Total Trihalomethanes 2006 80 NA 68 13184 Yes By-produt':t'of drinking water
{ppb} disinfecticn
; L3 _ By-produc! of drinking water
Haloacetic Acids™ (ppb) 2006 60 NA g i2-62 Yes disinfection.

Chilorine (ppm) 2006 | MROL=4 | MRDLG=4 08 02-23 Yes Waler additive used to controf
Regulated Substances (Measured at the Customer's Tap by Kentucky American Water, KY0340250) 5 0 mi b 0 n i
Substance |. - Year Action 9" Number of | Number of Samples Compliance

{units) Sampled Level MCLG Percentile | Samples Above Action Level Achieved Typical Souree
4 Corrosion of household
Lead” {pph) 20086 15 0 ND 50 0 Yes plumbing systems;
4 N
Capper Corrosion of household
(ppm) 2006 13 13 G186 50 0 Yes plumbing systems;
Bacterial Results (Measured in the Distribution System by Kentucky American Water, KY0340250) : : : :
Substance Year Compliance .
{units) Sampled MCL MCLG Highest Percentage Detected Achieved Typica!l Source
. o - Naturally present in the
Total Coliform 2006 5% Positive NA 5 Yes enviranment

Totatl Organic Carbon: Although the concentration is listed as ppm, the values shown are ratios that are used o determine compliance. Compliance
with the TOC Treatment Technique (TT) requirement is based on the lowest running anmutai average (RAA) of the menthly ratios of the % TOC treatment
removal achieved compared 1o the required removal. A minimum annual average ralio of 1.00 is required Totat organic carbon data are from Winchester
Municipal Utitities. The number reported in the Highest Vaiue column is actually the lowest RAA, calculated quarterly. for the year Note lhat Winchester
maintained compliance for the final two quarters of the year. bt did receive a Nolice of Vielation (NOV) for faifing 1o meet the required removal ratio
during the year We notified our customers of the NOV by letter and posted the information at Halls on the River and Dale Power Plant

urbidity: Turbidity is the clasity of water It is measured as an indicator of water quality and the effectiveness of the filfration system Compliance with
the turbidity Treatment Technigue (TT) is achieved when 85% of four-hour filtered water readings are 0 3 NTU or lower and no readings are greater than
1 NTU. Turbidity data are from samples coliected by Winchester Municipal Utiliies

*Total Trihalomethanes (¥THMs} and Haloacetic Acids {HAAs). Compliance is based on a RAA that is cafculaled quareriy The highest quarlerly
RAA is the measured value in the table Trihalomethane and Haloacelic Acid data is from samples collected by Winchester Municipal Utilities

% ead and Copper: Compllance is achieved when at least 0% of samples collected frem water standing in contact with plumbing for at least 6 hours
are below the Action Level. Lead and copper results are from samples collected by Kentucky American Water
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Definitions of Terms Used in This Report

« AL {Action Level): The concentration of a contaminant which, if exceeded, triggers treatment or other requirements that
a water system shall follow

« MCL {Maximum Confaminant Level): The highest level of a contaminant that is allowed in drinking water MCLs are set
as close to the MCLGs as feasible using the best available treatment technology.

» MCLG (Maximum Contaminant Level Goal); The level of a contaminant in drinking water below which there is no
known or expected risk to health. MCLGs allow for a margin of safety.

« MRDL {Maximum Residual Disinfectant Level): The highest level of disinfectant allowed in drinking water. There is
convincing evidence that addition of a disinfectant is necessary for controt of microbial contaminants

* MRDLG (Maximum Residual Disinfectant Level Goal): The level of drinking water disinfectant below which there is no
known or expected risk {o health. MRDLGs do not reflect the benefits of the use of disinfectants fo control microbial
contarminants.

+ NA: Not applicable

+ ND: Not detected

» NTU (Nephelometric Turbidity Unit): Measurement of the clarity, or turbidity, of the water.

» pH: A measurement of acidity, 7.0 being neutral

» ppb (parts per billion}: One part substance per billion parts water, or micrograms per liter.

» ppm (parts per million): One part substance per million parts water, or milligrams per liter.

A Proud Master Member of the Kentucky EXCEL Program

The Kentucky Department for Environmental protection administers a voluntary program
that is open to anyone who wishes to improve and protect Kentucky's environment beyend
regulatory requirements. There are four membership levels available tc program
participants, including Advocate, Partner, Leader, and Master. The Master membership is
the highest of four membership levels, requiring members to demonstrate comprehensive
environmental management planning, undergo an independent, third-party assessment of
compliance, and commit to complete and report on at least four voluntary projects that will
benefit Kentucky's environment Kentucky American Water is proud of the fact that we
became a Master meamber in this program October 16, 2008, and we encourage individuals
and other organizations to participate in this environmental program
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keeping your

Wate? clean and clear

Each year Kentucky American Water conducts

a distribution system flushing to ensure that our
customers continue to receive high quality water
service, Hydrants thoughout the system are flushed
to remove normat sediments that collect over time.

This year's flushing program will begin Sunday,
April 15, and conclude Thursday, April 26. Most
flushing will occur between the hours of 7:30 p.m.
and 4 a.m. The company will temporarily switch from
using chloramineg to chlarine in its treatment process
from Thursday. April 12, through Friday. April 27

During this time you may notice a more significant
smell of chlorine in your water and possibly a slight
discoloration of water. These do not pase safety
conceras. Check for discolored water before doing
laundry. washing dishes and other uses. however, to
prevent staining. If water is discolored. wait until it
runs clear before using .

If you have questions or concerns please contact
Kentucky American Water at (800} 678-6301.

Kentucky
American Waters
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KAW_R_PSCDR2#39 061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 39 of 80

Witness: Linda C. Bridwell

39. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 1(a), W/P3, page 107 of 118. Explain why Kentucky-American did not
allocate a portion of the forecasted maintenance expense to Boonesboro Sewer.

Response:

KAW is negotiating with other parties in Clark County to shut down the sewer plant and
send wastewater to the Winchester Municipal Utilities sanitary sewer plant. Because of
that pending closure, and because the operational expenses for the plant are very small,
KAW does not budget for separate maintenance expenses and charges them only as they
occur.

For electronic version, refer to KAW_R_PSCDR2#39 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 40 of 80

Witness: Michael Miller/Sheila Miller

40. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 1(a), W/P3, page 117 of 118. Kentucky-American incurred actual
paving/backfill expense of $173,051 in 2006, but proposes to increase the level of this
expense to $235,750 in the forecasted period. State the reasons why Kentucky-American
anticipates such an increase in paving/backfill in the forecasted period.

Response:

In 2006 the cost of asphalt increased 10% by year-end due to petroleum cost increases.
Indications were that this trend would continue. The Company used the actual expense
of $243,808 for 2005 and $173,051 for 2006 to develop an average base for the 2007
Plan. The historical information was adjusted to reflect a 10% increase for paving
material due to the current petroleum prices. The likelihood of this trend continuing and
possibly increasing was considered.  After considering all these issues, the
paving/expense budget line was increased.

For electronic version, refer to KAW_R_PSCDR2#40_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 20607-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Ttem 41 of 80

Witness: Sheila Miller/Michael Miller

41.  Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 1(a), W/P 4 pages 10 through 13 of 16.

a. Identify each asset listed on these schedules that is used to provide service to
Kentucky-American’s non-regulated or sewer operations.

b. Reconcile the account numbers and titles listed here to those stated in the Direct
Testimony of John Spanos at Exhibit JIS-1, 111-4 and III-5.

C. Identify the account numbers and titles to which the proposed construction in
Case No. 2007-00134" will be charged. Provide the estimated amounts fo be
charged to each account. Show construction costs, costs of removal and salvage
values separately.

d. For each account identified in Item 41(c), state the annual composite depreciation
rate that Kentucky-American intends to apply when calculating annual
depreciation expense on the new facilities once they are placed into service.
Show the calculation of the anticipated annual depreciation expense.

e. Refer to Kentucky-American’s Application, Exhibit 37, Schedule B-1 page 2 of 2,
Rate Base Summary as of November 30, 2008. The Contributions In Aid of
Construction (“CIAC”) balances contained in the workpapers differ from the
balances contained on Schedule B-1. Reconcile the CIAC balances in the

following table:

Division WP 4 Sch B-1
(1) Central $53,512,277 b 42,644,839
(2)  Tri-Village $ 2,453,706 $ 2,202,856
3) Elk Lake $ 0 $ 64,647
(4y  Owenton $ 2,125,463 § 1,630,457

' CaseNo 2007-00134, The Application of Kentucky-American Water Company for a Certificate of

Public Convenience and Necessity Authorizing the Construction of Kentucky River Station 11, Associated
Facilities and Transmission Main (Ky. PSC filed Mar. 30, 2007}
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Response:

a. All the assets listed on WP4 Page 10 through 13 of 16 are related to providing
water service.

b. See attached schedule.

c. See attached schedule. The project is additional source of supply therefore, there
are no cost of removal or salvage.

d. See response to 41c.

e. The numbers under WP 4 are the CIAC dollars received and the numbers under
Sch B-1 are the CIAC dollars received less the amortization of the CIAC. Elk
Lake $64,647 should read $84,847. The $84,847 is included in Tri-Village WP 4
and Sch B-1 numbers.

For electronic version, refer to KAW R _PSCDR2#41 061807.pdf



KENTUCKY-AMERICAN WATER COMPANY
DEPRECIABLE PROPERTY NET OF CIAC
REFERENCED TO ACCOUNT SCHEDULE B

LEXINGTON
Acct No,

Account Title |

Depreciation
Schedule

3031
3036
311
312
313
314
316

321
322
3232
325
326
3282
3283

331
332
334
341
342
343
345
346
3461
3462
3463
347
348

30901
3902
3903
3911
3912
39121
39122
39123
38125
38126
39128
3913
39211
38212
3822
3923
303
394
395
386
397
3971
3972
398
399

OTHE P/E INTANGIBLES

OTHER P/£& COMPREHENSIVE STUDIES
S8 STRUCTURES & IMPROVEMENTS
COLL & IMPOUNDING RESERV

LAKE, RIVER, & OTHER INTAKES
WELLS & SPRINGS

SUPPLY MAINS

PUMPING STRUCTURES & IMPROVEMENTS
BOILER PLANT EQUIPMENT

OTHER POWER PROD EQPT

ELECTRIC PUMPING EQUIPMENT

DIESEL PUMPING EQUIPMENT

GASOLINE PUMPING EQPT

OTHER PUMPING EQUIPMENT

WT STRUCTURES & IMPROVMNT
WATER TREATMENT EQUIPMENT
GAC

T&D STRUCTURES & IMP

DIST RES & STANDPIPES

T & D MAINS

SERVICES

METERS

METERS - BRONZE CASE
METERS - PLASTIC CASE
METERS - OTHER

METER INSTALLATIONS
HYDRANTS

OFFICE STRUCTURES

STORES, SHOP & GAR STRUCT
MISC STRUCTURES

OFFICE FURNITURE

MAINFRAME COMP & PERIPH EQPT
PERSONAL COMP & PERIPH EQPT
OTHER OFFICE MACH & EQPT
OFFICE MACH & EQPT - SOFTWARE
MAINFRAME SOFTWARE
PERSONAL COMP SOFTWARE
OTHER SOFTWARE

OTHER OFFICE EQUIPMENT
TRANS EQUIP - LIGHT TRUCKS
TRANS EQUIP - HEAVY TRUCKS
TRANS EQUIP - CARS

OTHER TRANS EQUIP

STORES EQUIPMENT

TOOLS, SHOP, & GARAGE EQUIP
LABORATORY EQUIPMENT
POWER OPERATED EQUIPMENT
COMMUNICATION EQUIPMENT
COMMUNICATION EQUIPMENT
COMMUNICATION EQUIPMENT
MISC EQUIPMENT

OTHER TANGIBLE PROPERTY

KAW_R_PSCDR2#41 061807
Page 3 of 4

John Spanos
Depreciation
Schedule

304 10
305 00
306 00

309.00
304 20

31010
311.20
311.30
31140

304 30
320 10

304.40
330.10
33100
333.00
33410
334.11
334 .12
33413
334 20
33500

304 60
30470
304.80
340.10
340.21
340.22
340.23

340 .30
340.32
34033
340.50
34110
341.20
34130
34140
342 00
343.00
344 00
345.00
346 .10

347 (0
348 00
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Page 4 of 4
Staff 2nd set 41c and 414d
Estimated Depreciation  Depreciation
Amount Rate Expense
Proposed
313 Lake, River and Other Intakes $ 1,223,648 252% % 30,836
321 Pumping Structure & Improvements 8,443,175 201% 169,708
325 Electric Pumping Equipment 8,116,828 2.58% 209,414
316 Supply Mains 1,101,284 1.93% 21,255
331 WT Structure & improvements 48,798,951 1 96% 956,450
332 Water Treatment Equiprment 10,573,141 2.31% 244240
343 T & D Mains 73,234,135 170% 1,244 980
342 Dist Res & Standpipes 2,426,112 232% 56,286
341 T & D Structures & Improvements 3,738,516 4 63% 173,093
330 Water Treatment Land 823,378
340 Transmission Land 1,244 564
Totals $ 159,723,733 $ 3,106,271
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 42 of 80

Witness: John Spanos
42. Refer to the Direct Testimony of John Spanos, pages I11-4 and I11-5.

a. State for each account listed on this schedule the expected average service lives
and average ages of the assets used to determine the composite remaining lives.

b. Provide all documents, show all calculations, and state all assumptions used to
derive the net salvage percentages.

Response:

a. The expected average service lives for each account is set forth in column 2 of the
schedule on pages Il1-4 and Il1-5. For example, the average service life
recommended in the depreciation study for Account 331, Mains and Accessories,
is 75-years as set forth by the survivor curve, 75-S2 on page I11-4, column 2. The
average age of the assets within each account can be determined by the detailed
calculations on pages I11-103 through I11-161 of the depreciation study.

b. As described on pages I1-24 through 11-26, the net salvage percentages are

determined based on historical analyses and estimates of other water companies
within the industry. The historical analysis is set forth by account on pages I11-71
through 111-101 of the depreciation study.

For electronic version, refer to KAW_R_PSCDR2#42_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 43 of 80

Witness: John Spanos

43. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 1(a), W/P 1, page 12 of 79. State for the following asset groups the
reasons for the change in the average remaining service lives as determined in Kentucky-
American’s previous depreciation study and that presented in Kentucky-American’s
current application.

Current Proposed
Collection & Impounding Reservoirs 45.45 Yrs | 59.88 Yrs
Supply Mains 90.09 51.81
Electric Pumping Equipment 26.95 38.76
Water Treatment Equipment 24.81 43.29
T&D Mains 84.75 58.82
Services 23.64 30.12
Meters Bronze Case 98.04 34.01
Meters Plastic Case 20.12 33.78
Meter Installations 40.98 32.57
Hydrants 38.76 56.50
Stores, Shop, and Garage Struct. 60.60 41.32
Office Furniture and Equip. 24.69 9.59
Comp & Periph Other 28.82 3.94
Mainframe Software 4.75 9.68
Trans Equip — Light Trucks 7.06 12.35
Trans Equip — Heavy Trucks 7.94 13.95
Trans Equip — Cars 4.93 7.37
Other Trans Equip 6.96 15.36
Stores Equipment 25.77 15.36
Power Operated Equipment 10.95 21.37
Other Tangible Property 4.79 16.67

Response:

The comparison of remaining lives in the table above is not properly calculated for both
the current and proposed depreciation studies. The calculation of 1 divided by the
accrual rate is a whole life method calculation. The remaining lives for each account are
set forth in column 9 of pages IlI-4 and 1l1-5 of Mr. Spanos’ depreciation study and
similarly in the last depreciation study. However, the primary reasons for change in



KAW_R_PSCDR2#43 061807
Page 2 of 2

remaining lives are due to change in survivor curves, net salvage percents, plant activity,
attained age of the surviving plant and the plant to reserve ratio.

For electronic version, refer to KAW_R_PSCDR2#43_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 44 of 80

Witness: John Spanos

44, Through the application of the remaining life method of depreciation, Kentucky-
American is depreciating new assets over the average remaining lives of similar assets
instead of the anticipated whole life of the new asset. Explain why this action is
appropriate.

Response:

The remaining life method is the most systematic and rational method of capital recovery.
It is the most common method of depreciation utilized by utility companies and
recognized by FERC and state commissions. The remaining life method assures full
recovery where as the whole life method does not.

Additionally, as shown by the detailed calculations, new assets are depreciated based on
the survivor curve and net salvage percent. Therefore, new assets are calculated with a
vintage remaining life consistent with the survivor curve. The average or composite
remaining life is a summation of the individual vintage remaining lives. Thus, new assets
are depreciated over the average service life so if the average service life is 35 years, a
2006 vintage asset has a remaining life close to 35 years.

For electronic version, refer to KAW_R_PSCDR2#44 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 45 of 80

Witness: Sheila Miller

45.  Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 1(a), W/P 5, pages 2 through 34 of 48.

a. Kentucky-American reports that in calendar year 2006 property tax payments of
$2,642,495. Provide a schedule that lists each area where Kentucky-American
was assessed a property tax, the tax base used to make the assessment, and the
amount of taxes paid. Total taxes paid should correspond to $2,642,495.

b. Provide the same information requested in Item 45(a) for property taxes that
Kentucky-American actually paid in 2007.

c. Provide the source documents for each item listed in the following tax base
calculations:

(1) Tax base at December 31, 2005.
(2) Tax base at December 31, 2006.
3 Tax base at December 31, 2007.

d. Explain why Kentucky-American used property taxes assessed in 2005 but paid in
2006 as the basis for its forecasted property tax adjustment, rather than the
property taxes that were assessed in 2006 but paid in 2007,

Response:

a. The amount in the filing actually included the latest payments that were made
rather than those payments made in 2006. See the paid dates on the attached
schedule listing the area assessed and the amount paid. For the tax base used to
make the assessment refer to the working papers provided in the response to the
PSC Data Request 1, Question 1 - KAW_R-PSCDRI1#1a WP5 052107.pdf pages
3 through 48, which includes the tax ticket for each payment. In the original
filing the amount paid for Bourbon County was incorrect and should be as shown
on the attached schedule. This will be corrected in the revised filing.
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b. The 2007 property tax payments that were paid at the time of the filing are
included in the schedule referred to in part a. above. Attached is the information
for Bourbon County which was paid May 23, 2007.

C. See the attached detail and workpapers with the individual items referenced by
number.
d. Kentucky American actually used the latest property tax payments available. The

testimony incorrectly stated that the ratio was based on the 2006 payments.

For the electronic version refer to KAW R _PSCDR2#45 061807 .pdf
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Kentucky American Water
PSC DR 2 Question 45
Attachment 1

PROPERTY TAXES PAID

Tax Amt Revised Tax

Taxing Authority Paid Date in filing Amount

Bourbon County 12/8/2005 235,285 23,528
Fayette County/ LFUCG 2/15/2007 1,386,021 1,386,021
Harrison County 2/6/2007 4 304 4,904
Jessamine County 4/18/2007 39,357 39,357
Scott County 212712007 138,872 138,872
City of Geargetown 2/27/2007 3,718 3,718
City of Sadieville 1/31/20086 928 928
Woodford County 2/14/2007 7.268 7,268
Clark County 2M14/2007 13,092 13,092
Kentucky 12/18/2008 579,973 579,973
Owen 2/6/2007 233,077 233,077
Total $ 2,642,495 2,430,738

Bourbeon County paid 5/23/07 is $24,059.39 which was after the filing date.
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Kentucky American Water
PSC DR 2 Question 45
Part C-attachment 3

Utility Plant in Service

Construction Work in Progress (50%)
Acquisition Adjustment

Materials & Supplies

Accumulated Depreciation

TOTAL TAX BASE

TAX BASE
@ 12/31/2005

Ref
#

TAX BASE

@ 12/31/2006  #

KAW_R_PSCDR2#45 061807
Page 9 of 54

Ref TAX BASE Ref
@ 12/31/2007 #

$ 303,346.802

1

$323,642,452 6 $

358,242,408 11

5,708,493 2 5,867,675 7 4485212 12
338,485 3 56,553 8 43502 13
425930 4 515515 9 523,761 14
(68,781,987) 5  (75,828,389) 10 (82,502,359) 15

$ 241,037,503 $254,253 807 $ 280,792,523

For the 2005 and 2006 tax base see the attached financial statements.

2007 Tax Base:

Utility Plant in Service:
Lexington
Tri Village
Elk Lake
Owenton

Construction Work in Progress (50%)
Lexington 8,956,115 * 50%
Tri Village 6,929 * 50%
Elk Lake
Owenton 7,380 * 50%

Depreciation
Lexington
Tri Village
Elk Lake
Owenton

345,108,170
7,487,455
322,012
5,324,770

358,242,407

4,478,058
3,465

3,690

4,485,212

78,938,023
1,694,906
49,674
1,819,757

82,502,360

See aftached working papers

See attached working papers

See attached working papers
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KENTUCKY-AMERICAN WATER COMPANY KAW_R_PSCDR2#45 061807

CALCULATION GF AVERAGE RATE BASE ELEMENTS
UTILITY PLANT ACQUISITION ADJUSTMENT Page 18 of 54
TEST YEAR:  FOR THE TWELVE MONTHS ENDED: NOVEBER 30, 2008

CASE NO: 2007-00143

CENTRAL
Month Balance
Amartization Balance
Apr-2001 130,508.00 130,508.00
May-2001 {1,087.57) 129,420.43
Jun-2001 (1,087.57) 128,332.86 |JUtility Plant Acguistion Adj. Bal. 3 130,508
Jul-2001 (1,087.57) 127,245.29 ||jAmortization Period - Months 120
Aug-2001 (1,087.57) 126,157.72 |[Menthly Amortization Exp. (1,087.57)
Sep-2001 {1,087.57} 125,070.15
Qct-2001 {1,087.57} 123,982.55 ||Bal at end of Base Year 3 48,940
Nov-2001 (1,087.57) 122,895.01 ||Bal at end of Forecasted Year 31,538
Dec-2001 (1,087.57) 121,807.44 [lAvg Balance for the
Jan-2002 {1,087.57) 120,716.87 |[Forecasted Test Year $ 38,065
Feb-2002 {1,087.57) 119,632.30
Mar-2002 {1,087.57) 118,544.73
Apr-2002 (1,087.57) 117,457.16
May-2002 {1,087.57) 116,369.59
Jun-2002 {1,087.57) 115,282.02
Jul-2002 {1,087.57) 114,194.45
Aug-2002 {1,087.57) 113,106.88
Sep-2002 {1,087.57) 112,019.31
Oct-2002 (1,087.57) 110,931.74
Nov-2002 {1,087.57) 109,844 .17
Dec-2002 {1,087.57) 108,756.60
Jan-2003 {1,087.57) 107,669.03
Feb-2003 (1,087.57) 106,581.46
Mar-2003 (1,087.57) 105,493.8%
Apr-2003 (1,087.57) 104,408.32
May-2003 {1,087.57} 103,318.75
Jun-2003 {1,087.57) 102,231.18
Jul-2003 (1,087.57) 101,143.61
Aug-2003 (1,087.57) 100,056.04
Sep-2003 (1,087.57) 98,968.47
Oct-2003 {1,087.57) 97,880.90
Nov-2603 (1,087.57) 96,793.33
Dec-2003 (1,087.57) 95,705.76
Jan-2004 (1,087.57) 94,618.19
Feb-2004 {1,087.57) 93,530.62
Mar-2004 {1,087.57} 92,443.05
Apr-2004 (1,087.57) 91,355.48
May-2004 (1,087.57) 90,267.91
Jun-2004 (1,087.57) 89,180.34
Jul-2004 (1,087.57) 88,002.77
Alig-2004 (1,087.57) 87,005.20
Sep-2004 (1,087.57) 85,917.63
Oct-2004 (1,087.57) 84,830.06
Nowv-2004 (1,087.57) 83,742,489
Dec-2004 (1,087.57) 82,654.92
Jan-2005 (1,087.57) 81,567.35
Feb-2005 (1,087.57) 80,479.78
Mar-2005 {1,087.57) 79,392.21
Apr-2005 (1,087.57) 78,304.64
May-2005 (1,087.57) 77,217.07
Jun-2005 {1,087.57) 76,129.50
Jul-2005 {1,087.57) 75,041.93
Aug-2005 (1,087.57) 73,954.36
Sep-2005 (1,087.57) 72,866.75
Oct-2005 (%,087.57) 71,779.22
Nov-2005 {(1,087.57) 70,691.85
Dac-2005 {1,087.57) 69,504.08
Jan-2006 (1,087.57) 68,516.51
Feb-2006 (1,087.57) 67,428.04
Mar-2006 (1,087.57) 66,341.37
Apr-2006 {(1,087.57) 65,253.80
May-2006 {1,087.57) 64,166.23
Jun-2006 (1,087.57) 63,078.66
Jul-2006 (4,087.57) 61,991.09
Aug-2006 (1,087.57) 60,903.52
Sep-2006 1,087.57) 59,815.85
Qct-2006 (1,087.57) 58,728.38
MNov-2008 (4,087.57) 57,640.81
Dec-2005 (1,087.57) 58,563.24 %
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Kentucky-American Water Company Pagég 31 of 54
Calculation of CWIP
Forecasted Test Year: November-08
Base Test Year: | LEXINGTON [July-07
Balance 12,710,280 0 8,956,115
Budget CWIR at CWIP at
liem Jul-07 : Dec-07
12020080 540,000 0 600,000
12020080 0 0] 0
12020080 0 0 [
12020080 ‘ 0 0 0
12020080 0 G 0
0
0
0
0
0
_ 0
12020081 372,500 | 0 235,000
12020081 0 0 0
0
G
C
0
0
12020082 67,500 0 75,000
0 0 0
g
0
0
0
12020083 ‘ 3,800 0 4,000
0
0 0 0
0 o 0
0 0 0
i 0
12020084 46,800 0 52,000
' 0
0
} ) 0
0
0
12020085 52,060 0! 57,845
0
C
. 0
0
0
12020086 114,418 0] 127,132
__ 0] 0 )
0
0
0
0
12020087 92,765 0 103,073
12020687 0 G 0
12020087 10,307 0 11,452
) 0
0
) ) 0
0
5
12020088 80,558 0 100,620
12020088 0 0: 0
12020088 10,062 0 11,180
12020088 0 o ¢
0
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company | rauy 32 of 54
Calculation of CWIP i .\
Forecasted Test Year: November-08
Base Test Year: | LEXINGTON [July-07
I
Balance 12,710,280 0 8,956,115
Budget CWIP at I CWIP at
Item Jul-07 | Dec07
0
0
12020089 11,655 | 12,850
12020088 0 0 0
12020089 3,780 | 0 4,200
12020089 0] 0
12020089 0! ! 0
: 0
i 0
0
o
12020090 0 0 ]
12020090 0! 0 0|
12020090 0 0
12020080 7,200 | 8,000
0
5 0
? : 0
]
12020091 0 0] 0
12020081 0 0 0
12020091 0 0 0]
12020091 0 0 0
12020091 0 0 0
0
0
0
B 0
} C
12020092 0 0 g
12020092 0 0 0
12020092 13,850 0 15,500
12020092 ’ 0 0 0]
12020092 0 0 i)
0
— o
0]
0
| 12020093 0 0 0
12020093 0 7] 0
12020093 0 0 0
12020083 0 0 0
12020093 0 0 0
12020093 20,000 0 6,500
12020093 0 0 a
[ 12020093 0 0 0
: 0
12020094 0 - 0 0]
12020094 0 0 0]
0
12020087 81,400 108,900
0
12020105 ' 0 -0
0
12020201 0 0
0
0
12020204 0 0
12020104 g 0 0
0
12020402 1,192,729 0
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company Page 33 of 54
Calculation of CWIP
Forecasted Test Year: November-08
Base Test Year: | LEXINGTON |July-07
Balance 12,710,280 ] 8,956,115
Budget CWIP at CWIP at
ltem Jul-07 Dec-07
0 52,541 0
12020402 1,736,333 0
12020402 175,000 | 875,000
12020402 29,087 | 119,067
_ 0! 0
12020502 0 o] 0
12020502 0 0 0
G
¢
4]
12020505 0 4] Q
0 0 4] 0
g 0| 0 0
Q 0| 0: 0
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KAW_R_PSCDR2#45 061807
Page 34 of 54

Kentucky-American Water Company
Calculation of CWIP
[Forecasted Test Year: iNovember-08
Base Test Year: [ LEXINGTON [July-07

Balance 12,710,280 0 8,956,115
Budget CWIP at CWIP at
ltem Jul-07 | Dec-07

Totals : 12,710,233 T 8,956,112 X 500/0 & /2/
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company Page 35 of 54
Calculation of CWIP -
Forecasted Test Year: November-08
Base Test Year: July-07
Balance 82,119 | 6,029 0
| |
Budget [ CWIP at | CWIP at CWIP at
Item | Jul-07 . Dec-07 11/30/2008
" " 12020080 0 01 0 0
12020080 0 0" a 0
12020080 0 0 0 0
12020080 c 0 0 0]
12020081 0 0 0 0
12020082 Q 0 0 0
12020082 0 0 0 0!
12020083 0 0 0 0
12020084 i ] 0 j 0 o
B 12020085 1,314 0 1,460 | 0]
| : ]
| 12020086 1,975 0 2,194 0
0 0 ]
12020087 353 0 391 0
12020087 0 G 0 0
12020087 ag o 44 0
12020088 0l 0 0 0
12020088 : 2,300 0 2,556 0
12020088 256 | o _ 284 0
12020088 0! 0 ] ¢
|
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KAW_R_PSCDR2#45 061807

Page 360

Kentucky-American Water Company

Calculation of CWIP

Forecasted Test Year:

Base Test Year:

November-08

Balance

82,119

6,029

Budget

CWIP at

CWIP at

CWIP at

ltem

Jul-07

Dec-07

11/30/2008

12020088

o

12020089

12020000

o

12020090

12020091

12020091

12020091

12020091

QDO oo

oo ao

[ Kone] K con | N ] o

12020091

o3 O|olo

12020092

12020092

12020682

12020692

oo oio o

OO oO|o(o

Q|O(o|a|da

12020092

Qoo aoio

12020093

12020093

12020083

12020093

12020083

QDOIociolo

SIo|ola o

OOQiolo

SoOIoIo|o

12020094

12020094
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company ~Page 37 ¢of 54

Calculation of CWIP .

Forecasted Test Year: November-08 |

Base Test Year:

Balance 82,119 6,929 0

Budget T CWIP at T CWIP at CWIP ai
[tem Jul-07 Dec-07 11/30/2008
12300403 ; 75,863 | 0 5 g
12300403 0] 0] 0 0
0 0 0 0

12300604

Totals 82119 ) £.020 | o
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company Page 380f 54
Calculation of CWIP
Forecasted Test Year: 11/30/08
Base Test Year:
Balance 2,142 7,380
Budget CWIP at CWIP at
item Jul-07 Dec-07 |
12020080 0 ¢ 0
12020080 0 [ 0
12020080 0 o 0
0 0 0 0
0 0
0 0
0 9
0 0
0 0
0 0
I 0
12020087 0 0 0
¢ 0
¢ 0
0 ]
0 0 T
0 0
0 0
T 12020082 0 C 0
0 0 C 0]
0 0
0 0.
e 0 0!
0 0 ]
12020083 0 0 0
0 0
0 0
0 0 ]
0 N ) G
0 ¢
12020084 0 0 0
0 0 - B
0 B 0
] 0]
¢ 0]
4 K o,
12020085 ; 626 6 695
0 0
0 0
0 B 0
0 0
0 ) i
12020086 897 ol 775
0 0 0 [}
o 0
0 | 0 |
0 0 ]
0 0
12020087 0 0 0
e 12020087 0 0 0
12020087 0 0 0
G 0
0 i ¢
0 ; 0
N 0 0 i ]
0 0
12020088 292 0 324
12020088 0! 0 0
12020088 32 0 36
0 0
0 j 0 B
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company —‘ Page 39 ot 54
Calculation of CWIP N
Forecasted Test Year: 11/30/08
Base Test Year; VE ER 7731107

Balance 2,142 7,380

Budget CWIP at CWIP at
ltem : Jul-07 Dec-07

0

0
12020089
12020089
12020089
12020088
12020089

0

0

Q

0
12020090
12020080

0

oo

550

py
o

oo ojo

6
12020091
12020091
12020091 !
12020091
12020091

0

SO0 oo
olooc o

0

0
12020092
12020092
12020092
12020092
12020092

0

0

0
12020093
12020093
12020003
12020003
12020093
12620093

g

0

0

0
12020094
12020094

QICOo o
DOEDDO

OQOoCc o
QOO |o|lo

; {

Gojolo|lc|lojlo|o|lo|ojo|lo
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KAW_R_PSCDR2#45 061807

Kentucky-American Water Company ~ rage U ot 54
Calculation of CWIP ;
Forecasted Test Year: .11/30/08
Base Test Year: ! = 7131107 -
Balance 2142 7380
Budget CWIP at 1 T CWiP at
ltem Jul-07 Dec-07
¢ 0
¢ 0
4] 0
0 0
0 0
12320507 0 0 5,000
0 0: 0
g 0
G 0
4] 0
0 0
0 4}
o] 0
0 0
0 _
D 2,142 0 7,380
0 |
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KENTUCKY-AMERICAN WATER COMPANY KAW _R_PSCDR2#45_061807
CALCULATION OF AVERAGE RATE BASE ELEMERAge 41 of 54

UTILITY PLANT ACQUISITION ADJUSTMENT

TEST YEAR:  FOR THE TWELVE MONTHS ENDEI

CASE NO: 2007-00143

Dec-2006 (1,087.57)] 56,553.24 ]
Jan-2007 (1,087.57) 55,465.67

Feb-2007 (1,087.57) 54,378.10

Mar-2007 (1,087.57) 53,290.53

Apr-2007 (1,087.57) 52,202.96

May-2007 (1,087.57) 51,115.39

Jun-2007 (1,087.57) 50,027.82

Jul-2007 (1,087.57) 48,940.25

Aug-2007 (1,087.57) 47852.68

Sep-2007 (1,087.57) 46,765.11

Oct-2007 (1,087.57) 45,677.54

Nov-2007 (1,087.57) 44 589 97 :r( - :7)
Dec-2007 (1,087.57) 43,502.40 (N

K_RB07.XLS UPAA 6/712007 7:43 PM Page 1 of 1.
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KAW_R_PSCDR2#45 061807
Page 43 of 54
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KAW_R_PSCDR2#46 061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 46 of 80

Witness: Michael A. Miller/Sheila Miller
46. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information

Requests, Item 1(a), W/P 1-1, page 3 of 79. Identify and list the cost of removal
(Negative Salvage Value) included in “UPIS” of $352,771,606.

Response:

There is no cost of removal included in UPIS of $352,771,606.

For electronic version, refer to KAW_R_PSCDR2#46_061807.pdf



KAW_R_PSCDR2#47_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 47 of 80

Witness: Michael A. Miller/Sheila Miler

47. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 9. The 10-year average ratio of actual to budgeted capital construction
(“slippage factors”) is 120.46 percent for the Recurring Capital Expenditure Projects 80 —
97 and 88.076 percent for the Investment Projects. Recalculate Kentucky-American’s
forecasted revenue requirement, rate base, and cost-of-service study as follows:

a. Using the slippage factor of 120.46, adjust all monthly Recurring Capital
Expenditure Projects 80 — 97 expenditures beginning August 2006 through the
end of the forecasted period.

b. Using the slippage factor of 88.076, adjust all monthly Investment Project
expenditures beginning August 2006 through the end of the forecasted period.

C. Provide all documents, state assumptions, and show all calculations used to

determine the effect of the slippage factors to each forecasted element of revenue
requirement, rate base, and cost-of-service study.

Response:

Due to the June 14, 2007, revision to this request, a response has not yet been prepared.
A response will be filed as soon as possible.

For electronic version, refer to KAW_R_AGDR#47_061807.pdf.



KAW_R_PSCDR2#48 061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 48 of 80

Witness:

48. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information
Requests, Item 9. For the calendar years 1997 through 1999 the amounts for the
Investment Projects in this proceeding differ from the amounts that Kentucky-American
provided in Case No. 2004-00103." Reconcile each of the items listed in the table below:

CN 2007-00143 CN 2004-00103
1997 Actual Cost $ 12,089,915 $ 6,554,322
1998 Actual Cost $ 13,778,106 $ 7,678,749
1999 Actual Cost $ 8,443,796 $ 3,348,134
1997 Budget Cost $ 13,200,039 $ 7,518,600
1998 Budget Cost $ 17,737,027 $ 11,607,727
1999 Budget Cost $ 9,534,202 $ 4,775,768

Response:

This question has been withdrawn by the Commission Staff.

' Case No. 2004-00103, Kentucky-American’s Response to Commission Staff’s First Information

Request, Item 10 (Ky.PSC filed May 20, 2004).



KAW_R_PSCDR2#49 061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 49 of 80

Witness: Linda C. Bridwell

49. Provide for each investment project that Kentucky-American started or completed during
the period from 1997 through 2006:

a. The number of Investment Projects that Kentucky-American completed ahead of
schedule.
b. The number of Investment Projects that that Kentucky-American completed on
schedule.
C. The number of Investment Projects that that Kentucky-American completed
behind schedule.
Response:
Total No. of IPs Completed IPs Completed IPs Completed
Year IPs Completed | Ahead of Schedule On Schedule Behind Schedule
1997 9 0 0 9
1998 7 3 1 3
1999 9 0 0 9
2000 7 3 1 3
2001 7 0 1 6
2002 7 0 2 5
2003 4 1 0 3
2004 4 1 0 3
2005 4 0 1 3
2006 4 1 1 2

The same criteria were used for Investment Project Completion that were used in
previous cases.

For electronic version, refer to KAW_R_PSCDR2#49 061807.pdf



KAW_R_PSCDR2#50_061807
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAF¥'S SECOND SET
OF INFORMATION REQUESTS

Ttem 50 of 80

Witness: Linda C. Bridwell
50.  a List cach construction project that Kentucky-American will commence or
complete during the forecast period for which Kentucky-American, as of the date
of this Request, has not obtained all necessary governmental permits, licenses, or
other approvals.
b. For each project:

(1) List all required governmental permits, licenses, and other approvals,

(2)  List all governmental permits, licenses, and other approvals that
Kentucky-American has not obtained as of the date of this Request.

3 State the date on which Kentucky-American applied or expects to apply
for each required governmental permit, license, or other approval.

Response:

Please see attached file.

For the electronic version sece KAW R _PSCDR2#50 061807.pdf
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KAW_R_PSCDR2#51_061807
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 51 of 80

Witness: Michael A. Miller
51.  Provide a comparison of Kentucky-American’s forecasted rate base, capital structure, and

income statement from Case No. 2004-00103 with its actual results. Provide a detailed
explanation for each variance.

Response:
See attached schedule.

For electronic version, refer to KAW_R_PSCDR2#51 061807.pdf
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