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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 155 of 312

Witness: John J. Spanos

155.  Provide copies of all industry statistics available to Mr. Spanos and/or the Company
relating to water company depreciation rates.

Response:

The attached pages set forth industry statistics available to Mr. Spanos relating to water
company depreciation rates.

For electronic version, refer to KAW R _AGDR1#155 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 156 of 312

Witness: John J. Spanos

156. Identify all industry statistics upon which Mr. Spanos relied in formulating the
depreciation proposals.

Response:
See response to AGDR1#155.

For electronic version, refer to KAW_R_AGDR1#156_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 157 of 312

Witness: John J. Spanos

157.  Which accounting method is reflected in the life studies; "location-life" or "cradle-to-
grave"?

Response:
Cradle-to-grave is reflected in the life analysis.

For electronic version, refer to KAW_R_AGDR1#157_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 158 of 312

Witness: John J. Spanos

158. What is impact of the accounting method used, i.e., “location-life or “cradle-to-grave” on
the lives calculated in the Depreciation Study?

Response:

There is no impact calculated for the “cradle-to-grave” method on lives as that method is
utilized by Mr. Spanos during his studies.

For electronic version, refer to KAW_R_AGDR1#158_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 159 of 312

Witness: Michael A. Miller

159. Provide explanatory examples of the debits and credits relating to customer advances and
contributions-in-aid of construction.

Response:
Credits to customer advances for construction (CAC) would normally relate to collection
of funds. Credits to contributions in aid of construction (CIAC’s) would normally relate
to collection of funds or transfers of expired CAC’s to CIAC.

Debits to CAC’s would normally relate to refunds of deposits as prescribed by
commission rules.

Debits to CIAC’s would relate to amortization.

There could be miscellaneous debits and credits to both accounts to reflect adjustments to
actual cost.

For electronic version refer to KAW_R_AGDR1#159 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 160 of 312

Witness: Michael A. Miller

160. Provide explanatory examples of the debits and credits relating to the accounts for which
depreciation is charged to clearing accounts.

Response:
The Company does not charge depreciation to a clearing account.

For electronic version, refer to KAW_R_AGDR1#160_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Ttem 161 of 312

Witness: Michael A. Miller
161. Provide a copy of the Company’s current capitalization policy. If the policy has changed

at all since 2000, provide a copy of all prior policies in effect during any portion of that
period.

Response:

Please refer to pages 10 to 23 of the attachment in the response to Item 2 of the
Commission's First Set of Interrogatories filed May 21, 2007 and the attached file.

For the electronic version, refer to KAW R AGDRI#161 061807.pdf
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April 06, 2007

Revised New Process for Routine Capital Work

From: From: Bob Sievers, Vice President & Controller

and Gary Naumick, Director of Capital Program Management
and Asset Planning & Strategy

Background: On January 26, 2007, an announcement was made to
inform the business of a new process for routine capital work needed
to ensure the complete and accurate capture of fixed asset additions
and retirements. This announcement essentially stated that blanket
work orders for all types of routine capital work except meters would
be eliminated.

Due to feedback from the business, diligent work by the capital
program management group and the PowerPlant project team as well
as input from the SOx consultants, an alternative process was worked
out which will achieve the same end result, while reducing the burden
on the business by allowing the continued use of blanket work orders.
Revised New Process & Procedure: For the following categories of
routine work: meter installations, meter replacements, service or
lateral installations, service or lateral replacements, unscheduled main
replacements, hydrant and valve installations and hydrant and valve
replacements, the following process will be put into place effective on
the PowerPlant go-live date of April 23, 2007:

All existing capital blanket work orders will be closed. New blanket
work orders for each of the above categories of work will be created
and available for use*. These work orders will be set up by
municipality (or utility system for IL and PA), but will not be
differentiated by size or type (as was the case in the past). These new
blanket work orders will be perpetual (i.e hew ones will not need to be
set up periodically) and there'd be no more than seven (each of the
above listed categories) for each municipality. The list of the new
numbers will be disseminated as soon as the list is finalized (sometime
during the week of April 9).

Each month, after the month-end close, the project manager of each
blanket work or-der will be required to update the as-built of the work
order to reflect the types, quantities, and approximate instailation or
removal cost of each of the assets installed or retired on that work
order during the prior month. As each as-built is completed,
PowerPlant will ask the user if the as-built is complete/final. When the
user responds "Yes" to that prompt, the supervisor of the project
manager of the associated recurring project will be notified that the
as-built is ready for review/approval. That person will then review the
as-built for completeness and accuracy, and indicate their approval by
changing the "As-Built Status” flag on the work order. The change of
the as-built status will then aliow the PowerPlant system to
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automatically create or retire the appropriate asset records and
allocate the work order charges to those assets based on the as-built.
After the unitization process is complete, the review/approval flags will
be reset and the same process will repeat the following month.

*This applies to company funded work only. Developer funded work
requires individ-ual work orders written against the recurring projects
for developer-funded work.

Note: All other types of work outside of these seven categories,
including planned main installation/replacement, require individual
work orders for each job. These seven categories align with the
following new recurring project line items:

Line C: Mains - Unscheduled

Line E: Hydrants, Valves, and Manholes - New

Line F: Hydrants, Valves, and Manholes - Replaced

Line G: Services and Laterals - New

Line H: Services and Laterals - Replaced

Line I: Meters - New

Line J: Meters - Replaced

Example of Revised New Process: Jane Doe is responsible for new
service installations and service replacements for the Apple District of
Example-American Water Company. The Apple district serves five
municipalities, Town A, Town B, etc.

Over the course of April 2007, Jane and her team charge their costs to
one or more of the ten blanket work orders that apply to new service
installations or service replacements in the five municipalities served
by the Apple district.

After the April month-end close, SSC-Fixed Assets/Job Cost will
announce that it is time to update the blanket work order as-builts for
April. Jane and/or a member of her team will update the appropriate
as-builts with the types, quantities and approximate instailation or
removal costs of the assets installed and/or retired on the work
order(s) charged for work done during the month of April. As each are
finalized, Jane's supervisor will receive notification that the as-builts
are ready for review/approval.

Jane's supervisor will then review the as-builts on each of the blanket
work orders for completeness and accuracy. For each that is complete
and accurate, Jane's supervisor will change the As-Built Status flag on
each work order to "Reviewed/Approved”. If any are not complete or
accurate, Jane's supervisor will notify Jane directly to make the
appropriate corrections. This process must be complete one-week
after each SSC-Fixed Assets/Job Cost month-end close.

SSC-Fixed Assets/lob Cost will then run the unitization process which
will create and retire asset records based on the as-built, spread the
costs that have accumulated on that work order to those assets, and
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transfer the costs from Work in Progress to Plant in Service. When
that process is complete, the review/approval flags will be reset on all
blanket work orders to allow the process to repeat next month.
Analysis of Example: The only difference between the above
process and the current procedure is the approval step by Jane's
supervisor (required as a SOx control). Also, by having the status
flags and approval process in the system, we can ensure compliance
with the new procedure by being able to easily identify who is not
completing/approving as-builts in a timely fashion.

Benefits: Ensures accurate information capture for all types of work,
including routine. Ensures ownership of individual work orders.
Enables better budgetary control. Enables more detailed tracking of
work performed on a monthly basis. Most importantly, in line with
SOx, ensures complete and accurate asset addition and retirement
information capture for routine work in addition to larger projects.
Content Owner: None

Last Update: April 06, 2007

©2007 American Water | This Site is for Internal Use Only.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 162 of 312

Witness: John J. Spanos

162. Identify and explain all changes since the last depreciation study which might affect
depreciation rates.

Response:

Depreciation rates are affected by survivor curves, net salvage percents, plant activity,
depreciation procedures, reserve to plant ratio and the attained age of the surviving
balance of each account. Every account has a change in at least one of these components
and some accounts have multiple changes that affect the rates.

For electronic version, refer to KAW_R_AGDR1#162_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 163 of 312

Witness: Linda C. Bridwell

163. Please provide the most recent Asset Management Plan for KAWC.

Response:

Please refer to the 1992 Least Cost/Comprehensive Planning Study filed with the PSC in
July 1992 (also available for inspection at Kentucky American Water’s main office at
2300 Richmond Road, Lexington, KY) and the 2007-2011 capital plan filed in response
to Item 8 of the PSC’s First Set of Interrogatories in this case.

For electronic version, refer to KAW_R_AGDR1#163 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 164 of 312

Witness: John J. Spanos

164. Please provide on diskette or CD all tabulations included in the Depreciation Study and
all data necessary to recreate in their entirety, all analyses and calculations performed for
the preparation of the study. Please provide this and all electronic data in Excel (or .txt
format if appropriate), with all formulae intact. Please provide any record layouts
necessary to interpret the data. Please include in the response electronic spreadsheet
copies of all of the schedules and/or tables included in the Depreciation Study, with all
formulae intact.

Response:

Please refer to the following data files, text files and tabulations necessary to recreate, in
their entirely, the preparation of the depreciation study. The Excel spreadsheet has all
formulae intact. The record layout for the data file is the pdf file.

KAW_R_AGDR1#164 sIf2006_061807.txt
KAW_R_AGDR1#164 80-06sal_061807.txt
KAW_R_AGDR1#164 DEPRATE_061807.txt
KAW_R_AGDR1#164 RETRATE_061807.txt
KAW_R_AGDR1#164 SALVAGE_061807.txt
KAW_R_AGDR1#164 KAWC-2006_061807.xls
KAW_R_AGDR1#164 _recordlayout_061807.pdf

For electronic version of this document, refer to KAW_R_AGDR1#164_061807.pdf
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RECORD LAYOUT FOR COST OF REMOVAL AND SALVAGE DATA

Account ID Gross Salvage
2 Trans- Transaction Adjusted Classification Cost of Reuse Final
Account | .| o | 8 action Amount Trans- Data Removal
Number S | Z = Year action
ISR T] Year
RSN
123456789 10 111213141516 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 3536 37 38 3940 4 424344454647484%5051525354555657585*)606 626364656667686?70

Columns Description

Account Identification

1-5 Account Number. The primary account number recorded in the Continuing Property Record.

6-7 Group Number. Numeric codes for subdividing the primary account. Normally, group numbers are not
used in the compilation of cost of removal and salvage data.

8-9 Company Number. Numeric code assigned by the user for identification of specific Company data files.

10 Transaction Code. Numeric code which identifies the type of transaction. The valid transaction codes are
as follows (refer to “Transaction Code Descriptions” for more detailed explanations):

0 - Regular Retirement

1 - Reimbursed Retirement
2 - Sale

6 - Adjustment

7 - Outlier Retirement

11-14 Transaction Year. Year the entry was recorded to the depreciation reserve account.

19-28 Transaction Amount. Amount of the retirement, or other transaction, recorded to the plant account (normally
a credit entry) and to the depreciation reserve account (normally a debit entry). If the amount is a credit
entry to the plant account, a minus sign over the unit’'s position (Column 28) is required (refer to
“Recommended Sign Convention” for further explanation).

29-32 Adjusted Transaction Year. Only used for entries correcting a previous entry. The year entered is the
transaction year of the original entry being corrected.

33-40 Classification Data. Optional descriptive and/or numeric data used for further record identification purposes.

41-50 Cost of Removal. All costs associated with the retirement of plant and recorded to the depreciation reserve
account (normally a debit entry). If the amount is a credit to the depreciation reserve account, a minus
sign over the unit's position (Column 50) is required.

51-60 Reuse Salvage. Value of retired plant which is returned to stores (materials and supplies) for subsequent
reuse and recorded to the deprecation reserve account (normally a credit entry). If the amountis a credit
entry to the depreciation reserve account, a minus sign over the unit’s position (column 60) is required.

61-70 Final Salvage. Trade-invalues, receipts from sale of scrap, and other receipts resulting from the disposition
of retired plant and recorded to the depreciation reserve account (normally a credit entry). Receipts for
transactions coded as Reimbursed Retirements (Code 1) and Sales (Code 2), also credits to the
depreciation reserve account, are entered as “Final Salvage” for purposes of this analysis, and any other
salvage is entered as “Reuse Salvage”. If the amount is a credit entry to the depreciation reserve
account, a minus sign over the unit’s position (Column 70) is required.
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RECORD LAYOUT FOR PLANT ACCOUNTING DATA

Account ID
Trans- Instal- Transaction Adjusted
Account . % action lation Amount Trans- Classification
Number | 2 8 ©O| Year Year or action Data
als | & Plant Balance Year
O 0 |E

123456 7 9 10 111213 14 15 16 17 18 19 20 21 22 23 24 25 26 2728 29 30 31 32 33 34 35 36 37 38 39 40

Columns Description

Account Identification.

1-5 Account Number. The primary account number recorded in the Continuing Property Record.

6-7 Group Number. Numeric codes for subdividing the primary account into life span, or other, groups such
as major buildings, power plants, reservoirs, etc.

8-9 Company Number. Numeric code assigned by the user for identification of specific Company data files.
Columns 8-9 may also be used for expanding the Group Number field to Columns 6-9.

10 Transaction Code. Numeric code which identifies the type of transaction or plant balance. The valid
transaction codes are as follows (refer to “Transaction Code Descriptions” for more detailed explanations):

0 - Regular Retirement

1 - Reimbursed Retirement

2 - Sale

3 - Transfer

4 - Beginning-of-Interval Transfer

5 - Acquisition

6 - Adjustment

7 - Outlier Retirement

8 - Ending Balance

9 - Beginning Balance or Gross Addition

11-14 Transaction Year. Year the accounting transaction was recorded to the plant account.

15-18 Installation Year. Year the property item was first placed in public service, not necessarily the year it was
placed in its present location (not required for “Simulated” data, except for the optional beginning aged
balance).

19-28 Transaction Amount or Plant Balance. Transaction amount recorded to the plant account, or the surviving

plant balance at a specific date. If the amount is a credit entry to the plant account, a minus sign over
the unit’'s position (Column 28) is required (refer to “Recommended Sign Convention” for further
explanation).

29-32 Adjusted Transaction Year. Only used for entries correcting a previous entry. The year entered is the
transaction year of the original entry being corrected.

33-40 Classification Data. Optional descriptive and/or numeric data used for further record identification purposes.
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RECOMMENDED SIGN CONVENTION

Plant accounting entry amounts (columns 19-28) are coded according to whether they are
debits or credits to the plant account. Credit entries are identified by a minus sign over the
units position (column 28). The software will accept sign characters in the units position in
either ASCIlI OR EBCDIC form. However, when editing data files, for ease of keyboard
entry of credit amounts it is recommended that the EBCDIC form be used as follows:

Unsigned Digit (Debit) Equivalent EBCDIC
in Units Position Keyboard Character
of Amount Field for Credit Amount

©CO~NOURAWNERO
DOTVTOoOZ2ZImr X«

Cost of removal and salvage entries (columns 41-50, 51-60 and 61-70) are coded
according to whether they are debits or credits to the depreciation reserve account. Cost
of removal normally is a debit to the reserve and salvage normally is a credit. Credit entries
are identified by a minus sign over the units position in the same manner as explained
above for the plant account entries.

An alternative to item 1 above is to enter the amount fields in “free form”. Under the “free
form” option, leading (or trailing) minus signs and decimal points are valid characters; plus
signs and commas are also valid but they serve no purpose and are merely stripped from
the input during the internal conversion process. The only “free form” restriction is that
each amount field entry must be right-justified on the units position. Therefore, column 28
for transaction amounts are columns 50, 60 and 70 for cost of removal and salvage
amounts must not be blank.

In addition to providing compatibility with the sign conventions of other software products,
the “free form” option provides flexibility for entering rounded dollar amounts greater than
99,999,999.00, the previous maximum. For example, an entry of “999999999.", in columns
19-28 is interpreted as 999,999,999.00, the largest possible debit amount. The largest
possible whole dollar credit amount which can be entered in “free form” is “-999999999.",
or 99,999,999.00 CR. Note that when both dollars and cents are required for control
purposes, the entry of a decimal point is not necessary although its omission is optional.
That is, during the internal conversion process, the entry of dollars and cents is always
assumed unless a decimal point is present.



KAW_R_AGDR1#164 recordlayout 061807
Page 4 of 4

TRANSACTION CODE DESCRIPTIONS

Code Description
0 Reqgular Retirement. All retirements from plant which occur in the course of normal

operations for causes that are to be covered by depreciation accruals. Typically, these
include all causes other than those listed below.

1 Reimbursed Retirement. Retirement for which the Company received payment
approximating or exceeding the depreciated original cost of the property, and such
payment was recorded as a credit to the depreciation reserve account. Reimbursed
retirements are usually related to extraordinary circumstances such as fire or other
accidents for which the loss is covered by insurance, and to property moved or
abandoned due to the requirements or requests of outside parties, for which the
Company is reimbursed.

2 Sale. Transfer of ownership of property for which the Company received payment
approximating or exceeding the depreciated original cost, and the property would not
have been retired at or near that time if the sale had not occurred. Sales are generally
related to circumstances in which the property has not actually been retired, but
continues in public service following the transaction. Sales in lieu of abandonment are
classified as regular retirements.

3 Transfer. Transfer of property between accounts or property groups. Use for both
transfers-in and transfers-out, and for intraaccount transfers.

4 Beginning-of-Interval Transfer. Transfer of property between accounts or property groups
that is to be considered as occurring at the beginning rather than the end of the age
interval. Includes major transfers of property into the account or property group, such
as to initiate an account or to substantially increase the size of an existing account.

5 Acquisition. Purchase, trade, or similar transaction where property previously in public
service was acquired.

6 Adjustment. Used for control purposes in Plant Accounting data, and for adjustments,
special appropriations, or transfers to or from the Depreciation Reserve accountin Cost
of Removal and Salvage data.

7 Outlier Retirement. A retirement that occurs under unusual circumstances such that the
analyst deems it appropriate that it be excluded from the retirements used in the service
life or salvage study.

8 Ending Balance. The balance of plant in service as of December 31 of the most recent
year included in the Experience Band, or as of a specific calculation date.

9 Beginning Balance. The balance of plant in service as of December 31 of the year
preceding the first year included in the Experience Band.

9 Gross Addition. Placements of plant in service as replacements of plant retired or as
additions to plant in service.

Note: Corrections should be assigned the same code as the transaction being corrected.



KAW_R_AGDR1#165_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 165 of 312

Witness: John J. Spanos
165. If not provided elsewhere, please provide Mr. Spanos’s amortization calculations and

workpapers for general plant accounts in electronic format (Excel) with all formulae
intact.

Response:

The calculations for those amortized general plant accounts are included in response to
AGDR1#164.

For electronic version, refer to KAW_R_AGDR1#165_061807.pdf



KAW_R_AGDR1#166_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 166 of 312

Witness: John J. Spanos

166. Please explain why only plant transaction data from 1995 forward was analyzed. Does
KAWC maintain this data prior to 1995?

Response:

There was no complete plant transaction data available prior to 1995.

For electronic version, refer to KAW_R_AGDR1#166_061807.pdf



KAW_R_AGDR1#167_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 167 of 312

Witness: John J. Spanos

167. For each plant account, and for each year since the inception of the account up to and
including 2006, please provide the following standard depreciation study data as
identified at pages 30-33 of the August 1996 NARUC Public Utility Depreciation
Practices Manual (“NARUC Manual”). Provide the data in electronic format (Excel or
.xt). Include data prior to 1995 if available. Also, provide aged vintage data if available.
Use the codes identified for each type of data, unless the Company regularly uses other
codes. In those circumstances, identify and explain the Company’s coding system.

Code Data Type
9 Addition
Ordinary Retirement
Reimbursement
Sale
Transfer — In
Transfer — Out
Acquisition
Adjustment
Final retirement of life span property
(see NARUC Manual, Chapter X)
Balance at Study Date
Initial Balance of Installation

N OO~ WINF|O

o

Response:

The requested data is supplied in response to AGDR1#164. The record layout is the
same.

For electronic version, refer to KAW_R_AGDR1#167_061807.pdf



KAW_R_AGDR1#168_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 168 of 312

Witness: John J. Spanos

168. If the depreciation study data provided in response to the preceding question is not the
exact set of data used for the depreciation study submitted in this case, explain all
differences and reconcile the amounts provided to those used in the case.

Response:

The data in response to AGDR1#164 and AGDR1#167 is the same as that used in the
depreciation study.

For electronic version, refer to KAW_R_AGDR1#168_061807.pdf



KAW_R_AGDR1#169_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 169 of 312

Witness: John J. Spanos

169. If not provided elsewhere, provide the cost of removal and gross salvage data used in the
Depreciation Study net salvage calculation. If this data differs from that reflected on the
Company’s books, please explain the differences and provide a reconciliation. Please
provide this data in electronic (Excel or .txt) format.

Response:

The cost of removal and gross salvage data used in the depreciation study is supplied in
response to AGDR1#164. This data represents the available data from the company.

For electronic version, refer to KAW_R_AGDR1#169_061807.pdf



KAW_R_AGDR1#170_061807
Page 1 of 12

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 170 of 312

Witness: John J. Spanos

170.  Provide the following annual accumulated depreciation amounts for all plant accounts for
the last 15 years (up to, and including, 2006). If the requested data is not available for the
last 15 years, provide the data for as many years as are available. Please provide data in
both hard copy and electronic format (Excel or .txt).

a. Beginning and ending reserve balances,

b. Annual depreciation expense,

c. Annual retirements,

d. Annual cost of removal and gross salvage,

e. Annual third party reimbursements,

Response:

The attached schedules are the available accumulated depreciation information from 1994
through 2006.

For electronic version, refer to KAW_R_AGDRI1#170_061807.pdf
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KAW_R_AGDR1#170_061807
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KAW_R_AGDR1#170_061807
Page 3 of 12

FORM ID: PLOOOLUISR
VERSION: BOZ2 - TB-(ASSC84)w/JDE w/Dstr 7Yr
created in MASTERGL directory; BOZBS template linked to BOZ2 to get 7yrs to downlo:

Description
396000 WW Communication Equip
397000 WW Misc Equipment
101099 Completed Const not Classified
Completed Const not Classif
101100 Reg Asset-AFUDC-Debt
Reg Asset-AFUDC-Debt
103000 Property Held Future Use
Property Held Future Use
104000 Utility Plant Purchased/Sold
- Utility Plant Purchased/Sol
“BOY Utility Plant.

ost

B03 Accumulated Depreciation
108105 AD UPIS-Acc Depr-Not Classifd
AD UPIS-Acc Depr-Not Classi

B0O3 Accumulated Depreciation

108105 AD UP1S-Acc Depr-Not Classifd
01 AD UPIS-AccDepr-Oper Bldgs
02 AD UPIS-AccDepr-Admin Bldgs
05 AD UPIS-AccBepr-Infrastruct

06 AD UPIS-AccDepr-Op Water Pr ($7,189,961
67 AD UPIS-AccDepr-Oth Op Equi ($3,355,955
08 AD UPIS-AccDepr-Office Equi ($5,207,658
09 AD UPIS-AccDepr-Cap Develop {$51,831
108110 AD UPIS-Removal Cost

AD UPIS-Removal Cost $2,040,108
108115 AD UPIS-Sailvage

AD UPIS-Salvage (394,978
108120 AD UPIS-Scrap Meters

AD UPIS-Scrap Meters {$19,995)
108122 AD UPIS-Scrap Misc

AD UPiS-Scrap Misc ($9,607)
108135 AD UPIS-Salv Trade-In -

AD UPIS-Salv Trade-In {$16,975)
108140 AD UPIS-Salv Sale CE

AD UPIS-Salv Sale ($2,491):
108145 AD UPIS-Orig Cost-Not Classifd

AD UPIS-Orig Cost-Not Class $6,779,219
108190 Acc Depr Reg Asset

Acc Depr Reg Asset {$96,589)
110100 Acc Amort Util Plt Sve

Acc Amort Util Plt Svc $0

B03 Accumulated Depreciation

12/31/2006
$1,396 =
$19,746 °
$0
$272,637
$114,076

30

($50,577,844

(515,388,998

{$75,828,388)



KAW_R_AGDR1#170_061807
Page 4 of 12

FORM ID: PLOOOUSR
VERSION: BOZ2 - TB-(ASSC84)w/JDE wiDstr’
created in MASTERGL directory; BOZBS tempd

Description

396000 WW Communication Equip _

397000 WW Misc Equipment $12.971 ¢

101099 Completed Const not Classified ’
Completed Const not Classif $0

101100 Reg Asset-AFUDC-Debt i
Reg Asset-AFUDC-Debt $272,637 |

103000 Property Held Future Use
Property Held Future Use $114,076

104000 Utility Plant Purchased/Sold
Utility Plant Purchased/Sol

-BOT Utility Plant Original Cost: .~ 0

B0O3 Accumutated Depreciation
108105 AD UPiS-Acc Depr-Not Classifd
AD UPIS-Acc Depr-Not Classi

B0O3 Accumulated Depreciation

108105 AD UPIS-Acc Depr-Not Classifd
01 AD UPIS-AccDepr-Oper Bldgs
02  AD UPIS-AccDepr-Admin Bldgs
05  AD UPIS-AccDepr-Infrastruct

06  AD UPiS-AccDepr-Op Water Pr (85,406,860}
07  AD UPiIS-AccDepr-Oth Op Equi ($2,474,346) ¢
08 AD UP!S-AccDepr-Office Equi ($3,648,151});
09  AD UPiS-AccDepr-Cap Develop ($38,874)

108110 AD UPIS-Removal Cost

AD UPIS-Removal Cost
108115 AD UPIS-Salvage

AD UPIS-Salvage
108120 AD UPIS-Scrap Meters

AD UPIS-Scrap Meters
108122 AD UPIS-Scrap Misc

AD UPIS-Scrap Misc
108135 AD UPIS-Salv Trade-In

AD UPIS-Salv Trade-In
108140 AD UPIS-Salv Sale

AD UPIS-Salv Sale
108145 AD UPIS-Orig Cost-Not Classifd

AD UPIS-Orig Cost-Not Class
108190 Acc Depr Reg Asset

Acc Depr Reg Asset
110100 Acc Amort Util Plt Sve

Acc Amoit Utit Pit Sve

B03 Accumulated Depreciation

$303,733.316

12/31/2005 5 ¢
$1,396 !

$0 °

($51,804,362) |

(81,692, 144)!
($357,437)1
($11,378,442)

$2,040,605 ;

($94,978)"

($11,147)’

($7 674

($68,879,351) {$2.851,502)



KAW_R_AGDR1#170_061807
Page 5 of 12

FORM ID: PLCOOUSR
VERSION: BOZ2 - TB-(ASSC84)w/JDE w/Dstr’
created in MASTERGL directory; BOZBS temg

Description
396000 WW Communication Equip
397000 WW Misc Equipment
101099 Completed Const not Classified
Completed Const not Classif
101100 Reg Asset-AFUDC-Debt :
Reg Asset-AFUDC-Debt
103000 Property Held Future Use
Property Held Future Use
104000 Utility Plant Purchased/Sold
Utility Plant Purchased/Sol
Plant Original Cost - -

B03 Accumulated Depreciation

108105 AD UPIS-Acc Depr-Not Classifd - g
AD UPIS-Acc Depr-Not Classi ($59,144,434) %

B03 Accumulated Depreciation

108105 AD UPIS-Acc Depr-Not Classifd

01 AD UPIS-AccDepr-Oper Bidgs (611,375
02 AD UPIS-AccDepr-Admin Bldgs ($206,858
05 AD UPIS-AccDepr-Infrastruct {$6,761,370
06  AD UPIS-AccDepr-Op Water Pr ($3,130,307) %
07  -AD UPIS-AccDepr-Oth Op Equi | ($1,386,965) 5
08 AD UPIS-AccDepr-Office Equi ($2,144 666
09  AD UPIS-AccDepr-Cap Develop ($25,916
108110 AD UPIS-Removal Cost

AD UPiIS-Removal Cost $2,040,605
108115 AD UPIS-Salvage

AD UPIS-Salvage {$94,978
108120 AD UPIS-Scrap Meters

AD UPIS-Scrap Meters {$8,195
108122 AD UPIS-Scrap Misc

AD UPIS-Scrap Misc (3329

108135 AD UPIS-Salv Trade-in
AD UPIS-Salv Trade-in
108140 AD UPIS-Salv Sale
AD UPIS-Salv Sale
108145 AD UPIS-Orig Cost-Not Classifd

AD UPIS-Orig Cost-Not Class $5,556,868
108180 Acc Depr Reg Asset

Acc Depr Reg Asset ($82,789)
110100 Acc Amort Util Pit Sve

Acc Amort Util Plt Sve ($7.674)

B03 Accumulated Depreciation ($66,027,849)



KAW_R_AGDR1#170_061807
Page 6 of 12

FORM ID: PLOOOUSR
VERSION: BOZ2 - TB-(ASSC84)w/JDE w/Dstr’
created in MASTERGL directory; BOZBS temj

Description 12/31/2003 =
396000 WW Communication Equip $0 1
397000 WW Misc Equipment $0
101099 Completed Const not Classified :

Completed Const not Classif {$3,398)
101100 Reg Asset-AFUDC-Debt

Reg Asset-AFUDC-Debt $272,637
103000 Property Held Future Use
Property Held Future Use $114,076

104000 Utility Plant Purchased/Sold
Utility Plant Purchased/Sol
tility Plant Original Cost.

$0

1 $269,700;

B03 Accumulated Depreciation

108105 AD UPIS-Acc Depr-Not Classifd
AD UPIS-Acc Depr-Not Classi (859,144,434

B03 Accumulaied Depreciation

108105 AD UPIS-Acc Depr-Not Classifd

01  AD UPIS-AccDepr-Oper Bldgs {$299,636)
02 AD UPIS-AccDepr-Admin Bldgs ($94,550)
05  AD UPIS-AccDepr-Infrastruct ($3,267,822)
06  AD UPIS-AccDepr-Op Water Pr ($1,550,170)
07  AD UPIS-AccDepr-Oth Op Equi ($691,873)
08  AD UPIS-AccDepr-Office Equi ($775,723)
09 AD UPIS-AccDepr-Cap Develop {$12,958)
108110 AD UPIS-Removal Cost

AD UPIS-Remaoval Cost $1,683,180 ¢
108115 AD UPIS-Salvage '

AD UPIS-Salvage ($94,978)
108120 AD UPIS-Scrap Meters

AD UPIS-Scrap Meters ($7.073
108122 AD UPIS-Scrap Misc :

AD UPIS-Scrap Misc $0
108135 AD UPIS-Salv Trade-In ;

AD UPIS-Salv Trade-In {$16,975}:
108140 AD UPIS-Salv Sale

AD UPIS-Saly Sale (32,113)

108145 AD UPIS-Orig Cost-Not Classifd

AD UP{S-Orig Cost-Not Class $5,075,516
108190 Acc Depr Reg Asset

Acc Depr Reg Asset {$75,889
110100 Acc Amort Util Pit Svc

Acc Amort Util Pt Sve (37674

B03 Accumuiated Depreciation {$59,283,172) ($5,040,338)



KAW_R_AGDR1#170_061807
Page 7 of 12

FORM ID: PLODOUSR
VERSION: BOZ2 - TB-{ASSC84)w/JDE w/Dstr’
created in MASTERGL directory; BOZBS temj

Description
396000 WW Communication Equip
397000 WW Misc Equipment
101098 Completed Const not Classified

Completed Const not Classif $127,834 :
101100 Reg Asset-AFUDC-Debt :

Reg Asset-AFUDC-Delt $272,637 ¢
103000 Property Held Future Use

Property Held Future Use $114,076

104000 Utility Plant Purchased/Sold
P[ant _Put:chased!Sol

BO3 Accumulated Depreciation

108105 AD UPIS-Acc Depr-Not Classifd
AD UPIS-Acc Depr-Not Classi

B0O3 Accumulated Depreciation

108105 AD UPIS-Acc Depr-Not Classifd

01 AD UPIS-AccDepr-Oper Bldgs $0
02  AD UPIS-AccDepr-Admin Bldgs $0
05  AD UPIS-AccDepr-Infrastruct 30
06 AD UPIS-AccDepr-Op Water Pr $0
07 AD UPIS-AccBepr-Oth Op Equi $0
08  AD UPIS-AccDepr-Office Equi $0
09  AD UPIS-AccDepr-Cap Develop $0
108110 AD UPIS-Removal Cost

AD UPIS-Removal Cost $1,339,463
108115 AD UPiS-8Balvage

AD UP|S-Salvage ($81,657

108120 AD UPIS-Scrap Meters
AD UPIS-Scrap Meters
108122 AD UPIS-Scrap Misc
AD UPIS-Scrap Misc
108135 AD UPIS-Salv Trade-In
AD UP1S-Salv Trade-In
108140 AD UPIS-Salv Sale
AD UPIS-Saiv Sale
108145 AD UPIS-Orig Cost-Not Classifd

AD UPIS-Orig Cost-Not Class $3,746 505
108190 Acc Depr-Reg Asset
Acc Depr Reg Asset ($68,989)
110100 Acc Amort Uil Plit Sve
Acc Amort Util Pit Sve (§7.674)
B03 Accumulated Depreciation ($54,242 814) {$5,462,022)

$0 e
204 $12,900,616

($59,144,434)

($7,073)



FORM ID: PLOOOUSR

VERSION: BOZ2 - TB-(ASSC84)w/JDE w/Dstr’
created in MASTERGL directory; BOZBS temg

Description
396000 WW Communication Equip
397000 WW Misc Equipment
101099 Completed Const not Classified

Completed Const not Classif
101100 Reg Assef-AFUDC-Debt

Reg Asset-AFUDC-Debt
103000 Property Held Future Use

Property Held Future Use
104000 Utility Plant Purchased/Sold

Utility Plant Purchased/Sol

/BO% Utility Plant Original Cos

B03 Accumulated Depreciation
108105 AD UPIS-Acc Depr-Not Classifd
AD UPIS-Acc Depr-Not Classi
B03 Accumulated Depreciation
108105 AD UPIS-Acc Depr-Not Classifd
o1 AD UPIS-AccDepr-Oper Bldgs
02 AD UPIS-AccDepr-Admin Bldgs
05  AD UPIS-AccDepr-Infrastruct
06 AD UPIS-AccDepr-Op Water Pr
07 AD UPIS-AccDepr-Oth Op Equi
08  AD UPIS-AccDepr-Office Equi
09 AD UPIS-AccDepr-Cap Develop
108110 AD UPIS-Removal Cost
AD UPIS-Removal Cost
108115 AD UPIS-Salvage
AD UPIS-Saivage
108120 AD UPIS-Scrap Meters
AD UPIS-Scrap Meters
108122 AD UPIS-Scrap Misc
AD UPIS-Scrap Misc
108135 AD UPIS-Salv Trade-In
AD UPIS-Salv Trade-In
108140 AD UPIS-Salv Sale
AD UPIS-Salv Sale
108145 AD UPIS-Orig Cost-Not Classifd
AD UPIS-Orig Cost-Not Class
108190 Acc Depr Reg Asset
Acc Depr Reg Asset
110100 Acc Amort Util Plt Sve
Acc Amort Util Pit Sve

B03 Accumulated Depreciation

KAW_R_AGDR1#170_061807

Page 8 of 12

12/31/2001 12/31/2000
$0 $0
$0 $0

$131.232 $0
$272 637 $272 637
$114.076 | $114,076

30 ; $0

$13,741,638 $226,876,950°

($52,390,948) ($45,644,724)
$0 $0
$0 $0
$0 $0
$0 $0

- 80 50
%0 & 30

$0 $0
$819,087 $496,655
(343,055 ($42,882)
($4,069) ($4,069)
$0 & $0
(316,975 ($18,975)
($1.525) ($1.525)
$2,926,456 $2,514 367
(362,089 ($55,189)
($7.674 ($7.674)




FORM ID: BALSHEET in KY HISTORICAL
VERSION: BOZ2 - TB-(ASSC84)w/JDE wiDstr 7Yr

KAW_R_AGDR1#170_061807

Page 9 of 12

created in MASTERS directory; BOZBS template linked to BOZ2 to get 7yrs to download

_Bescription
340500 Other Office Equipment
341100 Light Duty Trucks
341200 Heavy Duty Trucks
341300 Automobiles
341400 Other Tranport Equipment
342000 Stores Equip
343000 Tools/Shop/Garage Equip
344000 Laboratory Equip
345000 Power Operated Equip
346001 Communication Equip Conversi
346100 Comm Equip (Non-Telephone)
347000 Miscellaneous Equipment
348000 Other Tangible Property
354100 Collecting System Struct-SWR
371100 Electric Pumping Equip-SWR
101098 Closed WO to be Reclassified
Closed WO fo be Reclassified
101100 Reg Assel-AFUDC-Debt
Reg Asset-AFUDC-Debt.
103000 Property Held Future Use
Property Held Future Use

003 ACCUMULATED DEPRECIATION
108101 Acc Depr Res Util Pit Conver
Acc Depr Res Util Pit Conver
108105 Util Pk Sv - Acc Dep
Util Pit Sv - Acc Dep
108110 Util Pit Sv - Removal Cost
Util Plt Sv - Removal Cost
108115 Util Plt Sv - Salvage
Util PIt Sv - Salvage
108120 Util Pit Sv - Scrap
Util Plt Sv - Scrap
108135 Util Pt Sv - Trade In
Util PIt Sv - Trade In
108140 Uil Plt Sv - Sale
Util Pit Sv - Sale
108145 Uiil Pt Sv - Orig Cost
Util Pit Sv - Orig Cost
108190 Acc Depr Reg Asset
Acc Depr Reg Asset
110100 Acc Amort Util Pit Sve
Acc Amort Util Pit Sve
003 ACCUMULATED DEPRECIATION

12/31/2000° - DIEE
$140,442
$1,226,991
$479,208
$161,535
$2,846
$35,547
$764,441
$586,069
$486,086
$0-
$1,578,943 4
$330,352
$117,960
$40,127
$10,708

$0
$272,837

$114,076

(334,873.729).
($10.770,995)
$496,655
($42,882};
($4,069)
($16,975)"
($1,525 :

$2.514,367 |

(§38,597,521)

12/31/1999
$139,656
$1,263,087
$502,687
$161,535
$2,846
$35,647
$700,588
$411,952
$486,086
$0
$968,142
$319,308
$117,960
$40,127
$10,708

$0
$272,637

$114,076

{$34,873,729)
{55,218,654)
$195223
($4,345)
($804)
($18,975)

$0
31,377,726
($48,289)

{$7,674)



KAW_R_AGDR1#170_061807

Page 10 of 12

FORM ID: BALSHEET in KY HISTORICAL
VERSION: BOZ2 - TB-(ASSC84)w/JDE w/l
created in MASTERS directory; BOZBS te

Description
340500 Other Office Equipment
341100 Light Duty Trucks
341200 Heavy Duty Trucks
341300 Automobiles
341400 Other Tranport Equipment
342000 Stores Equip
343000 Tools/Shop/Garage Equip
344000 Laboratory Equip
345000 Power Operated Equip
346001 Communication Equip Conversi
346100 Comm Equip {Non-Telephone)
347000 Miscellaneous Equipment
348000 Other Tangible Property
354100 Collecting System Struct-SWR
371100 Electric Pumping Equip-SWR
101099 Closed WO to be Reclassified

Closed WO to be Reclassified
101100 Reg Asset-AFUDC-Debt

Reg Asset-AFUDC-Debt
103000 Property Held Future Use
Property Held Future Use

003 ACCUMULATED DEPRECIATION
108101 Acc Depr Res Util Pit Conver
Acc Depr Res Util Pt Conver
108105 Uil Plt Sv - Acc Dep
Util Pit Sv - Acc Dep
108110 Utit Plt Sv - Removal Cost
Util Plt Sv - Removal Cost
108115 Util Plt Sv - Salvage
Util Pit Sv - Salvage
108120 Util Pit Sv - Scrap
Util Pit Sv - Scrap
108135 Util PIt Sv - Trade In
Util Plt Sv - Trade In
108140 Util Plt Sy - Sale
Utit Pit Sv - Sale
108145 Util Pl Sv - Orig Cost
Util PIt Sv - Orig Cost
108190 Acc Depr Reg Asset
Acc Depr Reg Asset
110100 Acc Amort Util Plt Sve
Acc Amort Util Pit Sve
003 ACCUMULATED DEPRECIATION. -

12/31/1998
$146,635
$1,106,991
$417,980
$163,145
$2,846
$35,547
$629,739
$373,191
$458,481
$0
$787,395
$266,763
$117,960
$0
$10,708

$0

$272.637

$99.957 |

($34,922 597}




KAW_R_AGDR1#170_061807
Page 11 of 12

FORM ID: BALSHEET in KY HISTORICAL
VERSION: BOZ2 - TB-(ASSC84)w/JDE wil
created in MASTERS directory; BOZBS te

Description 12/31/1997 = 12/31/1996
340500 Other Office Equipment $113,576 $111,948
341100 Light Duty Trucks $989,387 $937,080
341200 Heavy Duty Trucks $421,229 $375,024
341300 Automobiles $150,535 $151,670
341400 Other Tranport Equipment $2,846 52,846
342000 Stores Equip $35,547 $35,547
343000 Tools/Shop/Garage Equip $577,749 $507,897
344000 Laboratory Equip $323,955 $304,909
345000 Power Operated Equip $466,990 $406,070
346001 Communication Equip Conversi 30 30
346100 Comm Equip (Non-Telephone) $720,756 $552,325
347000 Miscellaneous Equipment $218,062 $196,046
348000 Other Tangible Property $106,300 $106,300
354100 Collecting System Struct-SWR $0 $0
371100 Electric Pumping Equip-SWR 30 80
101099 Closed WO to be Reclassified

Closed WO to be Reclassified 50 %0
101100 Reg Asset-AFUDC-Debt
Reg Asset-AFUDC-Debt $272,637 $272,637

103000 Property Held Future Use

Held F u $99,857 $99,957

003 ACCUMULATED DEPRECIATION
108101 Acc Depr Res Util Pit Conver

Acc Depr Res Util Pit Conver {$30,853,002) {$27,634,001)
108105 Util Plt Sv - Acc Dep

Util Pit Sv - Acc Dep $0 30
108110 Util Pit Sv - Removal Cost

Util Pit Sv - Removal Cost $0 $0
108115 Util PIt Sv - Salvage

Util Plt Sv - Salvage 30 $0
108120 Util Pit Sv - Scrap

Utit Pit Sv - Scrap 30 $0
108135 Util Plt Sv - Trade In

Util PIt Sy - Trade In 30 ¢ $0
108140 Util Plt Sv - Sale

Util Plt Sv - Sale $0 $0
108145 Util Pt Sv - Orig Cost

Util PIt Sv - Orig Cost $0
108190 Acc Depr Reg Asset

Acc Depr Reg Asset {$27,589)
110100 Acc Amort Util Plt Svc '

Acc Amort Util PIt Sve ($7.674)

003 ACCUMULATED DEPRECIATION /(3 o (827,869,284)



KAW_R_AGDR1#170_061807
Page 12 of 12

FORM ID: BALSHEET in KY HISTORICAL
VERSION: BOZ2 - TB-(ASSC84)w/JDE w/l
created in MASTERS directory; BOZBS te

Description 1213179984
340500 Other Office Equipment $107,.431 & $95,898
341100 Light Duty Trucks $719,060 | $658,317
341200 Heavy Duty Trucks $396,845 $390,220
341300 Automobiles $202,852 $162,201
341400 OCther Tranport Equipment $2,846 $5,839
342000 Stores Equip $35,547 $35,547
343000 Tools/Shop/Garage Equip $487,190 $447,057
344000 Laboratory Equip $259,568 - $226,027
345000 Power Operated Equip $393,363 $729,901
346001 Communication Equip Conversi $0 $136,133
346100 Comm Equip (Non-Telephone) $470,872 $0 -
347000 Miscellaneous Equipment $189,449 $197,520
348000 Other Tangible Property $106,300 $106,300
354100 Collecting System Struct-SWR $0 $0
371100 Electric Pumping Equip-SWR $0 $0
101099 Closed WO to be Reclassified

Closed WO to be Reclassified $0 $0
101100 Reg Asset-AFUDC-Debt

Reg Asset-AFUDC-Debt $272,637 $272,637
103000 Property Held Future Use

Property Held Future Use $99,057 $99,957

003 ACCUMULATED DEPRECIATION
108101 Acc Depr Res Utit Plt Conver

Acc Depr Res Util Plt Conver
108105 Util Pit Sv - Acc Dep

{$24,880,023)

(822,049,737)

Util PIt Sv - Acc Dep %0 $0
108110 Util PIt Sv - Removal Cost

Util Pit Sv - Removal Cost 30 30
108115 Util Plt Sv - Salvage

Util PIt Sv - Salvage $0 $0
108120 Util Plt Sv - Scrap

Util Plt Sv - Scrap $0 $0
108135 Wtil Plt Sv - Trade In

Util PIt Sv - Trade In $0 $0
108140 Util Pit Sv - Sale

Util PIt Sv - Sale $0 $0
108145 Ut Pt Sv - Orig Cost

Util Pit Sv - Orig Cost $0 $0
108190 Acc Depr Reg Asset

Acc Depr Reg Asset {$20,689) ($13,790)
110100 Acc Amort Ut PE Sve

Acc Amort Utit Pit Sve {$7.674) _ ($7.674)

003 ACCUMULATED DEPRECIATION: - 4$24,908,386) 822,074,201




KAW_R_AGDR1#171_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 171 of 312

Witness:

171.  Please provide a comparison of the annual cost of removal and gross salvage amounts
shown on KAWC’s federal tax returns with the corresponding book amounts, for the last
5 years. Provide the annual deferred tax expense associated with each of the differences.
Also, provide the beginning and ending accumulated deferred tax balances and state
whether they are rate base additions or rate base deductions.

Response:

The Company does not have the information available at this time to respond to this question,
but will provide a response as soon as possible.

For electronic version, refer to KAW_R_AGDRI1#171_061807.pdf



KAW_R_AGDR1#172_061807
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 172 of 312

Witness: Nick Rowe/Linda Bridwell/Michael Miller/Sheila Miller
172.  Provide a summary of annual maintenance expense by USOA account (for all accounts)
for the last 10 years. If the requested data is not available for the last 10 years, provide

the data for as many years as are available. Please provide data in both hard copy and
electronic format.

Response:

Please see attached.

For electronic version, refer to KAW_R_AGDRI1#172_061807.pdf



Page 2 of 2

KAW_R_AGDR1#172_061807

E/9'v82'Z 68CELY'C Sp9'6EC L Or0'0ZL'L IBP'¥BO’L 5S0'SSZL 809'020'L

BEE'G/l BO8'EPZ 9SZ'LY  BSEV GB6'EL 001828 al mpoeg/buined $2°0595.9
615'92Z'} 085'2ZL'L 000€0Y BaN 1en/OuY dx3 Juiep 92'0L1629
9/£'281  ¥8/'20z 08’82  /66'Z81 BSE'90Z 955461  168'€Zl  0ZLZIS QL Juew jaQ powy ¥Z'0506.9
9.9'pPL  0L6'%Y9L  898'091  LZL'SElL  68T'.FL  8G865L  €¥9°0ZL  OZLLISY LM JB $8(] Howy £2°050529
¥29'9 LS6'9L  £PL'8L 1OL'¥Z  £52'6Z £52'6C  BSLBT  OZLELD uj §§ el 2 Howy Z12'050529
BYP'L- TP BES'ZE-  09%'ee 0ZivLs $S JUiEp Jag Howy 12050529
80v'8.  689'Z.  €BE'6L  L2E'LE  ZEY'ST  ZBL'6S  2S0'ZL 001506 O WIEW ISIN 92°0006.9
BEZ 001229 WeipAH QLR 9SIN  OFPZ 000529
925'0l 00LE28 SuielN QL IR ISIN - 02H2'0006.9
L¥L'G 001218 ay 18I QL BN oSy GLYZ'000629
682'9¢  €€L'91  BYL'EZ  TZ9'sy  LOB'YS  992°26 08499  0018/9 QL e osi ¥2°000529
£20'09  4SL'PS  /50'OF  €£5'e9 O0BE'19  OILZBY  900'0ZL  0OLISS LM Juiepy oSty £2°000529
e 788'l 001219 S8 e oSN 12000629
9/8'LZ  9vl'tl  Z89'GL  6.6'EL 8687l 00/2¢6 B JBLIO-0AS 0D 92°0005€9
6092 982"t 74 001828 JUBYY JBUIO-OAS JjU0D $2°0006€9
0F5'61 001259 IRy JBYI0-0AS JUOD £2°0005£9
8L 002’2k 00LZ1S JUBIN JBUIO-OAG HU0D L2'0005E9
956'2Z  Lve'se  lvl'SS  BOB'SZ  28L'Cr  vER'YE 626 001159 OV juiepy dng pue jep 92'000029
S06'0LZz  Z¥8'POL  BB0'VEZE  0E9'¥PC  180'SLZ  D96'€6Z  PRTICE  00LEZS QL uep dng pue jely ¥2° 000029
BOB'0S  §£T'26  0Z.'Z6  LSE'VLL  ¥SE'DL  SEL'06 pLG'S.  00ZEE9 IMuep dng pue jepy £2'000029
L1 2L 00ZEEY d ey dng pue jepy ZZ'0000Z9
GL.LL  262'0BL  96V'60L  0Z¥'86L  66Y'BOL  ¥6.°ZvZ 065/,  00LLLY SS julep dns pue jep 12000029
| "800z | 5002 | ¥00Z 1-€00Z | 2002 | 100z 1000z TINNGOOVMMY ] T NOILdRNOS3IG [ ansTaoc |

asuadxy aouBUIJIEN §Zd

ZLL#LHADY
£P100-L00Z :9sBD
J81EpA UBsLBWY Aomusy



KAW_R_AGDR1#173 061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 173 of 312

Witness: John J. Spanos

173.  Explain what consideration, if any, was given to annual maintenance expense data in Mr.
Spanos’s estimation of service lives, dispersion patterns and net salvage.

Response:

Mr. Spanos obtained a general understanding of the annual maintenance expended,
whether the expenses are standard from year to year, and whether they are consistent with
other water companies. Thus, consideration is given to maintenance when estimating
service lives, dispersion patterns and net salvage.

For electronic version, refer to KAW_R_AGDR1#173_061807.pdf



KAW_R_AGDR1#174_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 174 of 312

Witness: John J. Spanos

174. If not provided elsewhere, provide the calculation of the rates proposed in the
Depreciation Study in electronic format (Excel) with all formulae intact.

Response:
See the response to AGDR1#164.

For electronic version, refer to KAW_R_AGDR1#174_061807.pdf



KAW_R_AGDR1#175_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 175 of 312

Witness: John J. Spanos

175. Please provide the proposed depreciation rates, split into three separate components:
capital recovery, gross salvage and cost of removal.

Response:

The calculation of the proposed depreciation rates is set forth on pages Il1-4 and I11-5 of
the Depreciation Study. The segregation of these rates into three separate components
has not been done for the depreciation study and requires additional calculations. The
required information to conduct this type of calculation has been supplied in prior data
requests.

For electronic version, refer to KAW_R_AGDR1#175_061807.pdf



KAW_R_AGDR1#176_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 176 of 312

Witness:

176. Please provide a calculation of the theoretical reserves reflecting both Mr. Spanos’s
proposed procedures and the existing procedures. Provide these calculations in electronic
format (Excel) with all formulae intact and include all supporting calculations and
workpapers.

Response:

Both the existing procedures and proposed procedures are the same. Both studies use the
average service life procedure and remaining life basis.

The theoretical reserve, also known as calculated accrued depreciation, is shown by
account on pages I11-103 through I11-161 of the Depreciation Study. It should be noted
that the theoretical reserve is affected by survivor curve and net salvage percent.

For electronic version, refer to KAW_R_AGDR1#176_061807.pdf



KAW_R_AGDR1#177_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 177 of 312

Witness: John J. Spanos
177. Does the Company maintain its book reserve by plant account? If not, explain why not.
Response:

No.

For electronic version, refer to KAW_R_AGDRI1#177_061807.pdf



KAW_R_AGDR1#178_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 178 of 312

Witness: John J. Spanos

178. If the Company does not maintain its book reserve by plant account, provide the
calculation of the book reserve shown in the depreciation study.

Response:

The book reserve has been allocated to the plant account level based on the survivor
curve, net salvage percent and calculated accrued depreciation (theoretical reserve). The
actual allocation is performed within the Gannett Fleming programs, however, the output
by account is set forth on pages 111-103 through 111-161 of the depreciation study, and as
part of the response to AGDR1#164.

For electronic version, refer to KAW_R_AGDR1#178_061807.pdf



KAW_R_AGDR1#179_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 179 of 312

Witness: John J. Spanos
179. Was reciprocal, harmonic, or ELG weighting used in any of the depreciation rate

calculations? If yes, please provide all calculations using direct weighting. Also, provide
this in hardcopy and electronic format (Excel).

Response:

Reciprocal, harmonic or ELG weighting was not used in the depreciation rate
calculations.

For electronic version, refer to KAW_R_AGDR1#179_061807.pdf



KAW_R_AGDR1#180_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 180 of 312

Witness: John J. Spanos
180. If applicable, calculate all depreciation rates using the same weighting procedure used in

the current depreciation rates, i.e., the same procedure used the last time depreciation
rates were calculated.

Response:

The last study was performed by a different party over 12 years ago, however, the same
procedures were used in both cases to develop rates.

For electronic version, refer to KAW_R_AGDR1#180_061807.pdf



KAW_R_AGDR1#181_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 181 of 312

Witness: John J. Spanos

181. If not provided elsewhere, please provide all remaining life calculations resulting from
the depreciation study in electronic format (Excel) with all formulae intact.

Response:
Please see response to AGDR1#164.

For electronic version, refer to KAW_R_AGDR1#164_061807.pdf



KAW_R_AGDR1#182_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 182 of 312

Witness: John J. Spanos

182. If not provided elsewhere, provide electronic (Excel) versions of the net salvage studies
included in the depreciation study, with all formulae intact.

Response:
Please see response to AGDR1#164.

For electronic version, refer to KAW_R_AGDR1#182_061807.pdf



KAW_R_AGDR1#183_061807
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Hem 183 of 312

Witness: John J. Spanos

183. Please provide the “net salvage estimates from previous studies of this company and
other water companies” discussed on page T1-24 of the Depreciation Study.

Response:

The estimates of net salvage percents for other water companies are set forth in response to
AGDRI1#155. The net salvage estimate of the last study for KAWC is attached.

For electronic version, refer to KAW_R_AGDRI1#183 _061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 184 of 312

Witness: John J. Spanos

184. If not provided elsewhere, please provide all workpapers supporting terminal net salvage
(decommissioning) estimates for each account for which terminal net salvage is a factor.
Include any decommissioning studies relied upon, and explain how the results of those
studies were incorporated into the net salvage estimate proposed by Mr. Spanos. Please
include all calculations in electronic format (Excel), with all formulae intact.

Response:
There is no terminal net salvage (decommissioning) estimate for any account in the study.

For electronic version, refer to KAW_R_AGDR1#184 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 185 of 312

Witness: John J. Spanos

185. Do Mr. Spanos’s net salvage recommendations, including any terminal net salvage
estimates, incorporate inflation expected to be incurred in the future? If yes, please
explain fully how this inflation is factored into each recommendation, and provide
supporting calculations in electronic format (Excel). If not, please provide support
showing no future inflation was included.

Response:

Mr. Spanos’ recommendations for net salvage percents do not incorporate inflation
expected to be incurred in the future. His methodology in determining net salvage
percentages is consistent with almost all other utilities and is the traditional manner in
which net salvage is determined. The net salvage component is determined by taking
annual gross salvage minus annual cost of removal as a percent of the annual plan retired.

For electronic version, refer to KAW_R_AGDR1#185_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 186 of 312

Witness: John J. Spanos
186. If Mr. Spanos’s net salvage recommendations include inflation expected to be incurred in

the future, please provide the net present value of Mr. Spanos’s net salvage
recommendations.

Response:

No inflation factor expected to be incurred in the future is included in Mr. Spanos’ net
salvage recommendations.

For electronic version, refer to KAW_R_AGDR1#186_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 187 of 312

Witness: John J. Spanos
187. Does Mr. Spanos agree that including inflation expected to be incurred in the future in net

salvage estimates results in charging today’s ratepayers for tomorrow’s inflation? Please
explain why or why not.

Response:
Please see response to Data Requests AGDR1#185 and AGDR1#186.

For electronic version, refer to KAW_R_AGDR1#187_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 188 of 312

Witness: John J. Spanos
188. Does Mr. Spanos believe that including future inflation in net salvage estimates falls

under the “known and measurable” standard usually followed in rate cases? Please
explain why or why not.

Response:
There is no future inflation built into the net salvage estimates of the depreciation studies.

For electronic version, refer to KAW_R_AGDR1#188_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 189 of 312

Witness: John Spanos/Linda Bridwell/Michael Miller

189. On an account-by-account basis, for each of the five years ending 2006, explain whether
the gross salvage and cost of removal incurred was normal or abnormal and why.

Response:

The net salvage recorded for the five year and all accounts were charged based on the

work performed by Company personnel and contractors. The construction and retirement
activities were normal, there were no extraordinary events or retirements.

For electronic version, refer to KAW_R_AGDR1#189_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 190 of 312

Witness: John J. Spanos

190. Refer to the discussion on Services cost of removal on page 11-26 of the Study and the
analysis on page 111-88.

a. Why is recorded cost of removal so high for 2001 through 2004?
b. How is cost of removal determined for this account, specifically?

C. If any research was conducted to determine the validity of the 2001-2004 amounts
(see page 11-26), please provide that research.

d. Do the amounts on page 111-88 reflect the recorded amount or the discounted
amount as discussed on page 11-26?

e. If the amounts on page 111-88 are already discounted, please provide the originally
recorded amounts.

f. Provide a complete explanation of how the amounts were discounted (as
discussed on page 11-26), and how these discounted amounts are reflected in the
net salvage analysis. Also, provide all supporting workpapers and calculations.
Please provide workpapers in electronic format (Excel) with all formulae intact.

Response:

a. Cost of removal for services will vary with the number of services being retired,
the location of those services, the time of year that services are retired, the type of
services being retired and whether the work is performed by company crews or
contractors. Circumstances during the 2001 to 2004 period resulted in higher cost
of removal to plant dollars retired.

b. The Company uses blanket retirement work orders for each unit of property
being retired. Labor, material, contract services, etc. are charged to these
blanket work orders.

C. The amounts shown on page 111-88 are the actual amounts recorded and are

considered appropriate entries of cost of removal.
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Page 2 of 2
d. The amounts on page 111-88 reflect the recorded amounts not the discounted
amounts.
e. See response to part d).

f. The total retirements for the period 2001 through 2004 were $156,771 with
associated cost of removal of $651,188 or 415% of retirements. This percentage
is quite high, even for past practices. The 1980-2006 net salvage percent is
negative 229 percent and considered high by industry standards. Therefore, Mr.
Spanos reduced the cost of removal to a level more consistent with the late 1980’s
and early 1990’s. The statistical results were still above the industry expectations
so Mr. Spanos used his judgment based on the industry range for services, the past
estimate of this company and expectations of the future to arrive at the negative
120% net salvage.

It should be noted from page 11-25 of the depreciation study that the statistical

analyses for Account 333 were not considered representative of expectations in
the future.

For electronic version, refer to KAW_R_AGDR1#190_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 191 of 312

Witness: John J. Spanos

191. It appears from the net salvage analyses included in the depreciation study that
retirements, gross salvage and cost of removal were not recorded during the years 1995
through 1998. Please explain why this is the case. Were the amounts recorded at a later
date? If so, please provide all supporting workpapers.

Response:

The reserve retirements, cost of removal and gross salvage for years 1995 through 1998
were not available. Due to the changing software system, the Company could not extract
the necessary information for those years. Therefore, analysis was conducted for the
years that complete data was available.

For electronic version, refer to KAW_R_AGDR1#191 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 192 of 312

Witness: Michael A. Miller

192. Explain, and provide examples of, the Company’s retirement unit cost procedures for
each account. Identify all changes to retirement unit costs which have occurred over the
years.

Response:

Retirements of Utility Plant In-Service Assets are processed using the Original Installed
Unit Cost and Appropriate Vintage year for the class of asset. If the Company is unable
to determine the original cost from the CPR ledgers the Handy-Whitman Index is utilized
to trend the current cost back to the vintage year.

For electronic version, refer to KAW_R_AGDRI1#192_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 193 of 312

Witness: John J. Spanos

193.  Were any retirements, classified as sales or reimbursements, excluded to the extent to
which the salvage receipt represents recovery of original cost? If yes:

a. Provide, by account, the annual retirements and the related salvage that has been
excluded for the 10 years ending 2006.

b. Provide the Commission Orders and Decisions approving the exclusion of these
retirements.
C. Demonstrate how the retirements were excluded from the life studies.

Response:

There were no retirements classified as sales or reimbursements excluded to the extent to
which salvage receipts represent recovery of original cost.

abc. Not Applicable

For electronic version, refer to KAW_R_AGDR1#193_061807_pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 194 of 312

Witness: Michael Miller
194. Explain the Company’s procedures for gross salvage and cost of removal.
Response:

Please see the response to AGDR1#197.

For electronic version, refer to KAW_R_AGDR1#194 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 195 of 312

Witness: Linda C. Bridwell/Michael A. Miller

195. Explain how cost of removal relating to replacements is allocated between cost of
removal and new additions. Provide copies of actual source documents showing this
allocation.

Response:

For contractor jobs, the contractor is asked to provide the cost of removal requested in the
bid documents or subsequent documentation following receipt of the bids. The
contractor then invoices for that amount. The portion is charged to the retirement task
order as part of the project of existing facilities. Please refer to the attached examples of
a bid, documentation after the bid was received and a proposal received from a
contractor.

For jobs performed by Company personnel, actual time for the retirement and the capital
additions are separately charged on the timesheet. The labor overheads follow the labor
charges. Materials and supplies, paving, etc. are charged directly to either the retirement
or capital addition as applicable.

For electronic version, refer to KAW_R_AGDR1#195_061807.pdf
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BID

PROJECT IDENTIFICATION: Sludge Handiing Improvements
Richmond Road Station

THIS BID 1S SUBMITTED TO: Michael Galavotti, P.E.
Senior Operations Engineer

Kentucky American Water
2300 Richmond Road
Lexipgton, Kentucky 40502

1. The vndersigned Bidder propdses' and agrees, if this lBid is accepted, to enter into an Agreement with
OWNER in the form included in the Contract Documents to perform and furnish all Work as specified or
indicated in the Contract Documents for the Contract Price and within the Contract Times indicated in this Bid

and in accordance with the other terms and conditions of the Contract Documents,

2. Bidder accepts all of the terms and conditions of the Invitation to Bid and Instructions to Bidders, including
without limitation those dealing with the disposition of Bid security. This Bid will remain subject to
acceplance as stated in paragraph 15 of the Instructions. To Bidders. Bidder will sign and submit the

* Agreement with the Bonds and other documents required by the Biddmg Regquirements within fifteen days

after the date of OWNER's Notice of Award.

3 In submitting this Bid, Bidder represents as.more fully set forth in the Agreement:

{a) Bidder has examined cqp1es of all the Blddmg Documents and of the followmg Addenda |
(receipt of all which is hereby acknowledged):

Date Number
[2-12~t6 1

(b) Bidder has familiarized itself with the nature and extent of the Contract Documenfs, Work,
site, locality, and all local conditions and Laws and Regulations that in any manner may affect

cost, progress, performance or furnishing of the Work.

{(c) Bidder has studied carefully all reports and drawings of subsurface conditions and drawings of
physical conditions which are identified in the Supplementary Conditions as provided in
Paragraph 4.2 of the General Conditions, and accepts the determination set forth in Paragraph
GC-4.2.2 of the General Conditions, as may be amended by the Supplemental Conditions, of
the extent the technical data contained in such reports and drawings upon which Bidder is

entitled to rely.

(d) Bidder has obtained and carefully studied (or assumes responsibility for obtaining znd
carefully studying) all such examinations, investigations, explorations, tests and studies (in
addition to or to supplement those referred to in (c) above) which pertain to the subsurface or
physical conditions at the site or otherwise which may affect the cost, progress, performance or
furnishing of the Work as Bidder considers necessary for the performance or furnishing of the
Work at the Contract Price, within the Contract Times and in accordance with the other ter ms

3393 BF-1
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and conditions of the Contract Documents, including specifically the provisions of Paragmph
4.2 of the General Conditions; and no additional examinations, investigations, exp]oranons
tests, reports or similar information or data are or will be requ:;ed by Bidder for such purposes.

Bidder has reviewed and checked all information and data shown or indicated on the Contract
Documents with respect to existing Underground Facilities at or contiguous to the site and
assumes responsibility for the accurate location of said Underground Facilities. No additional
examinations, investigations, explorations, tests, reports or similar information or data in
respect of said Underground Facilities are or will be required by Bidder in order to perform
and furnirh the Work at the Contract Price, within the Contract- Times and in accordance with
the other terms and conditions of the Contract Documents, including specifically the provisions
of Paragraph 4.3 of the General Conditions.

Bidder has correlated the results of all such observations, examinations, inv.es'tigations,
explorations, tests, reports and studies with the terms and conditions of the Contract

Documents.

Bidder has given ENGINEER written notice of all conflicts, errors or discrepancies that it has
discovered in the Contract Documents and the written resolution thereof by ENGINEER is

acceptable fo Bidder.

This Bid is genuine and not made in the interest of or on behalf of any undisclosed person,

firm or corporation and is not submitted in conformity with any agreement or rules of any

group, association, organization or corporation; Bidder has not directly or indirectly induced or
solicited any other Bidder to submit a false or sham Bid; Bidder has not solicited or induced
any person, firm or corporation to refrain from bidding; and Bidder has nut scught by collusion
to obtain for itself any advantage over any other Bidder or over OWNER.

4. Bidder will complete the Work for the price(s) shown,

Where materials are furnished by the OWNER, the prices provided herem are for installation only.
Otherwise the prices include furnishing and installation of materials.

* LUMP SUM CONTRACT PRICE QUi i e/, s/ silllic s sy W7kl TBUSAVE,

($/9/9’.577 02).

Contained in the lump sum bid is the sum of £ pRTY TV §gapdollars, ($ 5{{3 o0 e } associated

with cost of demolition of existing facilities and/or removal of existing material and/or equipment as required
to complete the Work in accordance with the Contract Documents. This is the net cost to Bidder for such work
taking into consideration estimated disposal costs or salvage values accruing to Bidder. This information is
necessary for OWNER's financial accounting of project costs and will not be used in the selection of the
successful Bidder.

3393
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3. Bidder will provide alternative equipment. and/or materials (if any) as listed below in lieu of the
specified equipment and/or ‘materials in accordance with the General Requirements in Specification Section

1100 - ALTERNATIVES.

OWNER may select items of any manufacturer or supplier listed in the fo]lowing tabulation. Bidder will
furnish and install such items selected for a Contract Price equal to the lump sum Contract Price, adjusted by
the amount of deduction for the substituted item(s). -

In the following tabulation, the name of the manufacturer or supplier entered on line (a) is the name of the
manufacturer or supplier named in the Specifications for that item and the cost for providing that specified item
is included in the lump sum Contract Price. If the name of the manufacturer or supplier is not shown on line
(a), it is understood that the lump sum Contract Price includes the cost for providing the item furnished by the
manufacturer or supplier first named in that portion of the Specification pertaining to the equipment and/or
materials being substituted,

Names of alternative manufacturers and suppliers are shown on lines (b) and (c) with the respective prices to
be deducted from the lump sum Contract Price should the OWNER elect to accept the alternative item.

Bidders are required to provide a deduct or an add for the Penn Valley Pump. The price shall be based on

 model 6DDSX76 piggy back pumps with suction and discharge pulsation dampeners, discharge pressure

sensor, suction vacuum senser, and added wiring for the vacuum sensor.,

ALTERNATIVE EQUIPMENT AND/OR MATERIALS

Spec.
Section & Item Manufacturer or Supplier Deduct from Base Bid
11211 (ay____ Sta-Rite
Water .
Booster (b)
Pump
)
11240 {a) U.S. Filter / Wallace & Tiernan
Chemical :
Feed (b}
Pumps
(¢}
11245 (a) Acrison, Inc.
Polymer '
Mixing and (b}
Preparation

Equipment (c)

3393 BF-3
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11350 (a) Moyno Products .
Shudge Pumps / o
(b) Penn Valley /‘i.Z.Om ~
-
{c) '
- 13450 (a) Bristol
Central
Control (b)
©)
14550 (a) Serpentix
' Sludge
- Conveyor (b)
(c}
6. Bidder agrees that the Work on the Sedimentation Basins will be substantially complete within / @f

calendar days after the date when the Contract Times commences to run as provided in Paragraph 2.3 of the
General Conditions. Bidder agrees the Balance of the Work will be substantially ¢complete within

calendar days after the date when the Contract Times commences to run as provided in Paragraph 2.3 of the
General Conditions, and completed and ready for final payment wi:hin,zé calendar days after the date
when the Contract Times commences to run. Per the instructions to Bidders, Bidder must fill in the contract

time above,

Bidder accepts the provisions of the Agreement as to liquidated damages in the event of failure to
complete the Work on time.

7. The foilowing documents are attached to and made a condition of this Bid:
(a)  Required Bid Security in the form of Bid Bond.

() Evidence of Bidder's qualification to do business in thé State where the project is located.

() Bidder's contractor’s license number if required to work in the State where the project is to be
constructed. :
(d) Information describing the proposed altemative equipment and/or materials.
8. The terms used in this Bid which are defined in the General Conditions of the Contract Documents

have the meanings assigned to them in the General Conditions.

3393 ~ BF4
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i SUBMITTED on Lretlet. /% 2046 .

ks idder is: : .

« . By . (SEAL)
~ \(Individual’s Name)

; doing business.as

v
- Business address: e~
i Phone No.: : o

# p: nershi

: By . (SEAL)

; \Fﬂm Namne)

L] .

Lo (M

o] ‘ Business address:

| Phone No.: _ \\

I A Corporaticn

4 By Héﬁmc# Eomwa INC .

(Corporation name)

: N 4// / /ﬁe of incorporation)
By

name of person authorize 51
H. Dwearns  deppier ™" HPLIBENT” i
j? (Tltle)

(Cuorporate Seal) /& M
Attest

¥ Business address: f385 TRACY ?D?\D CAWRENCEBO% £Y '4034'7-"
Phone No.: 507 8B=2<9 =489

!- ‘ A Joint Venture

P By B

i . w

' : (Address) ~~__

1 By _

;| (Name) T~

(Address) T

(Each joint venture must sign. The manner of signing for each individual, partnership and corporation that is a
party to the joint venture should be in the manner indicated above).

3393 | BF-5
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"Bryan, Alan" To <jason.huri@amwater.com>
<ABryan@grwinc.com> cc
01/24/2007 12:59 PM

bee

Subject FW: Parkers Milt PS

Jason, here is a revised statement of demolition costs from W Rogers for the Parkers Mill pump project.

From: Boyd Ragers [mailto:boydr@wrogers.com]
Sent: Wednesday, January 24, 2007 11:23 AM
To: Bryan, Alan

Subject: Parkers Mili PS

Alan—
As discussed yesterday, following is the revised language.

Contained in the lump sum bid is the sum of Two Hundred Thousand Dollars and No Cents
($200,000.00) associated with cost of demolition of existing facilities and/or removal of existing material
and/or equipment as required to complete the Work in accordance with the Contract Documents, This is
the net cost to Bidder for such work taking into consideration estimated disposal costs or salvage values
accruing to Bidder. This information is necessary for OWNER's financial accounting of project costs
and will not be used in the selection of the successful Bidder.

Should there be questions, please call.

Boyd Rogers

Vice President

W. Rogers Company
Voice: 859.231,6290
Fax: 859,231.6296
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January 30, 2007

MR. MICHAEL GALAVOTTI - SENIOR OPERATIONS ENGINEER
KENTUCKY — AMERICAN WATER COMPANY

2300 Richmond Road

Lexington, KY 40502

RE: Kentucky American Water Company
Installation of Horizontal Split Case and Vertical Turbine Pumping Equipment

Dear Mr. Galavotti,

Bowen Engineering appreciates the opportunity in analyzing the cost associated with the replacement of
the six (6) intake pumps and two (2) transfer pumps and associated work. Reviewing the project it was
determined the first issue was to research the existing painting systems. Combined Services Group, LLC
was employed to determine the existing material present and the appropriate method for applying new

—_— coating systems.

Reviewing the Certificate of Analysis from Microba Laboratories, Inc., five samples were taken from
documented locations. Lead content ranges from <5 mg/kg to 52 mg/kg. The Residential Lead-Based
Paint Hazard Reduction Act set a standard of 0.05% by weight. This equates to 500 parts per million
(ppm). The Consumer Product Safety Act, 16CFR1303 defines lead containing paint as paint that has a
lead content int excess of 0.06% by weight. This equates to 600 ppm of lead when testing is done. The test
on this structure as shown in the reports indicates a range of lead from <5 mg/kg (5 ppm) to 52 mg/kg (52
ppm). The lead does not pose any particular hazard to either the environment or to workers.

The paint Scope of Work Item 1 is for the exterior structural support steel, slide and dump trough. The
environment is classified as EG4, below average comosive exposure levels for an industrial plant with
normal exposure to midwestern type climatic conditions. The paint condition is classified as SG5. (This
surface requires abrasive blast deteriorated areas, spof prime and clean remainder of surface with
compressed air, water, or solvent and topcoat overall.) It is recommended that a three-coat systern, (CS-
1) be used with the first coat being a 100% solid penctrating epoxy. It is recommended this structure not
be blasted but power washed -and hand tool cleaned. This eliminates the overriding concern of protecting
the river from blast media and the potential of small amounts of leads. -

CONTRALCTODR OF CHONCE
233 Southeast Third Street. - Evansville, IN 47713 - 812.475.388C phone * §12.476.9894 fax « www.bowenengineering.com
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The second Scope of Work Item 2 is for the interior of the pump motor enclosure. The environment is
classified as EG-2. Mildest of environments with very low levels of detrimental environmental factors
with dry climatic conditions. The paint condition is classified as SG1. (For improved services life or
appearance, clean spots thoroughly using compressed air, water or solvent and spot touch-up finish only
to match existing.). Reviewing the dry film thickness readings taken, the reduced film thickness is less
than 10%. There is no evidence of topcoat attack, edge rusting, rusting of planes or severe conditions. It is
recommended that a one coat system, (CS-6) be applied to the existing interior using a one part, High
Solid Epoxy. The cost to perform this work is not included in the lump sum price. The lump sum price
for this work is offered in the Statement of Clarifications, item 2.

Reviewing the overall scope of work and the procedures for replacing the vertical turbine pumps, Bowen
has determined a method for removing and replacing the six (6) vertical pumps and has detailed the scope
of work as follows with proposed schedule dates:

Naotification to proceed issued on 2/16/07.
Order switch gear for river work 2/17/07 (14 week delivery - May 9, 2007).
Order remaining switch gear 2/17/06 (30 week delivery).
Install concrete kickers in month of April — (28 day cure of concrete).
Start mobilizing river work March 15, 2007.
Perform the following work prior to pump arrival.
a) Shut off three pumps in one wet well for diver protection.
b) Remove sufficient debris and sand from wet well to perform work.
¢) Install new baffle walls.
d) Verify opening size in fiberglass opening on top of cage for new pumps.
e} Remove required sections of fiberglass cage to remove fiberglass cone.
f) Install new fiberglass cone for all three pumps.
g) Reinstall fiberglass cage sections.
h) Perform the above for second wet well.
Pumps are shipped middle of May (5/15/07).
Load three pumps and switch gears on barge 5/21/07.
. Install I-beams to hang scaffolding off traveling screen tower.
0. Build scaffold under pumps and on outside for paint and bolt removal.
1. Remove & Replace bolts in structure up to elevation 595.92 including the ¥” x 1°-4” vertical bolts
anchoring pump base plates.
12. Run trolley outside building.
13. Disconnect power from trolley.
14. Remove five roof panels over first three pumps.
15. Fabricate angle iron frame with tarp to form a temporary roof in case of rain.
16. Remove trolley from monorail and put in temporary storage. .
17. Remove or slide over monorail beam plus two mid support beams for vertical pump remowval.

G

=m0 e

LCONTRACTOR OF LHOICE
233 Southeast Third Street. » Evansville, IN 47713 « 812.475.3880 phone - 812.476.9884 fax « www.bowenenginsering.com
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18. Assemble first pump on barge in complete sections.
a) One pump bowel section (7,500 Ibs).
b) One 82” cone section below using existing pump base.
cy Two 10°-0” sections.
d) Three 5°-0” sections.
e) Paint pumps and columns on barge.
19. Disconnect first electrical motor.
20. Remove electrical motor from pump base. -
21. Verify motor coupling flange run out prior to setting in temporary storage.
22. Clean pump base and verify existing levelness of pump base for reinstallation.
23. Inspect and document any shims between motor base and pump base plate.
24. Remove pump and base by taking pump directly out thru roof and set on barge.
25. Remove the 37-9” pump base plate.
26. Clean and paint existing motor support, pump base plate.
27. Clean and paint structural areas exposed by pump removal.
28. Rig and pick up in one piece the first pump and set in hole.
29. Level pump base to .002” per lineal foot.
30. Install pump discharge coupling (loose).

— 31. Install thrust shim pack (loose).

32. Install dial indicators on column X & Y direction at discharge location.

33. Tighten coupling and thrust shim pack.

34. Rotate by hand pump shaft.

35. Install Electrical motor.

36. Terminate power feeds.

37. Perform and follow start up procedures for pump start up.

38. Start first pump. June 01, 2007.

39. Turn first pump over to owner.

40. Perform the appropriate items for the next five pumps.

41. Reinstall the monorail support beams and monorail beam.

42. Reinstall the monorail hoist.

43, Repair any buss bars that might get damaged during monorail removal and replacement.

44, Terminate power supply to monorail.

45. Install roof panels over motors — replace with new material any damaged panels.

46. Transport old pumps from barge to flatbed truck for owners storage (2 to 4 pump bowels).

47. Install electrical substation and electrical duct banks and applicable electrical work prior to the.
arrival of the transfer pumps. Start April 2, 2007, Finish August 1, 2007.

48. Install two new transfer pumps Start August 1, 2007 Finish September 28, 2007.

ConvtrAcToR OF CHOICE
233 Southeast Third Street. » Evansville, IN 47713 - 812.475.3880 phone + 812.476.9854 fax « www.bowenengineering.com
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The cost to prepare this proposal and provide the attached coating analysis is $10,050. Bowen
Engineering proposes to perform the work as modified in this proposal, Statement of Clarifications as
detailed per Kentucky — American Water Company Project Manual, [P12020508, dated October 2006 for
the lump sum of $2,936,326. If American Water Company chooses to have Bowen Engineering perform
the work as detailed in the Project Manual and as modified in this letter, there will be no cost for the
preparation of this proposal.

Cost associated with the removal of electrical conduit and wire, ventilation system, transfer pump and
base, removal of six vertical turbine pumps and 40% of the painting cost is $493,035. This cost is
included in the above lump sum price.

Please review the Statements of Clarification for further clarifications to this proposal. If we can assist
you further in the evaluation of this proposal please contact us.

Respectfully Submitted,
BOWEN ENGINEERING CORPORATION

Kent Powelson
Senior Project Engineer

Attachments: Combined Services Group, LLC Coating Analysis
Statement of Clarifications

cC: Rick Svindland - KAWC
Jeff Purdue - BEC
Aaron Purdue - BEC
Todd Lemean — BEC

File — H/estimating/2007/Kentucky American Water

LONTRACTOR OF CHOHE
233 Southeast Third Street. - Evansville, IN 47713 - 812.475.3880 phone + 812.476.8854 fax » www.bowenengineering.com
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BOWEN ENGINEERING
STATEMENTS OF CLARIFICATIONS

INSTALLATION OF HORIZONTAL SPLIT CASE AND VERTICAL TURBINE
PUMPING EQUIPMENT
for
KENTUCKY - AMERICAN WATER COMPANY —~ LEXINGTON SERVICE
AREA :
IP 12020508
OCTOBER 20606

~1. New transfer pumps provided by KSB have an offset from the intake to the
discharge of 2,36 from the break of the pump case halves to the center line of the
discharges. It is assumed the existing pumps have the same offset. The offset of
the old pumps is shown on section 1, P5. If the offset is different from the new
pumps verses the old pumps and a special transition fitting is required, Bowen
will request additional money to fabricate the special fittings. Installations of
transition fittings are included in the lump sum price.

2. Removal of pump house siding, painting of structural steel above elevation
595.92 and the replacement of bolts are not included in the proposed lump sum
price. Please refer to the fourth paragraph of the proposal for the analysis of the
coating system. The lump sum price adder to clean the steel by hand, leave the
siding and bolts in place and paint the exposed structural steel (SG-1) with one
coat of paint per system per CS-6 is $26,922.

3. For the lump sum of $14,160 Bowen will paint the steel as shown in C.S.G
Coatings Analysis, Scope of Work 3, per page four (4) of section six. This
represents the extra steel not covered under the scope of work.

4. Bolts will be removed and replaced from elevation 595.92 and down. This
includes the vertical %” x 1°-4” vertical bolts that hold the pump base to the
structural steel. Bolts will be removed from the structure either by acetylene torch
or by impact wrench. Bolt and nut contact surfaces will be power brushed,
galvanized bolt inserted and the appropriate torque applied. The bolts and nuts
will be painted and sealed by applying the 9.5-14 mil Coating System 1.

5. Entering into the wet well of the vertical turbine pumps, each set of pumps (3),
must be shut off in order to perform the work in the wet well.

6. Pump manufacturers representative must be present during the removal and
installation and start up of the first vertical turbine pump.
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7. Electrical power distribution from substation thru MH1 and MH2 is quoted as
detailed per drawing E3 dated October 2006. A question concerning the cross
sections of the duct banks was raised. To date, Bowen has not received an answer
to the question.

8. Due to Bowen Engineering’s strong financial condition and performance on
previous projects, American Water typically does not require performance and
payment bonds from Bowen. Therefore, our pricing does not include the cost of a
performance and payment bond. If a bond is required please add $19,542 to our
proposal pricing.

9. Bowen Engincering Corporation will not be responsible for any aspect of
equipment design, support or performance other than those items directly related
to installation.
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File Name: KENTUCKY AMERICAN WATER LEXINGTON WORKSHEET 252007
Kentucky American Water - Lexington Ky CONTRACT DURATION, MONTHS.. 7.00 Revised: | 11/01/2005 | MAJOR OVERHD RATE REV.
Estimator:Kent Powelson ANTICIP. DURATION, MONTHS... 7.00
R&R Six Turbine Pumps & Twd Average Job = 31%|L&E 69% M&S
This Job = 12%/L&E 58% M&S ’
DESC QTY LABOR EQUIF MATL SUBS TOTAL CHECK
FROM PRICING SHEET 109,163 Golneiieee 1972078 2,095,809 | 7,081,241
CONTINGENCY 0 9 50,000 o 50,000 50,000
[CABOR SHIFT 0 0 0 0 0 0
TOT PIR CST = |——> 109,163 14,568 2,822078 0 2,145,809 | 2,145,809
ONSITE SUPER 67,842 67,842
OFFICE SUPER 67,842 67,842 IMULTIPLR
DIVISION 1 TOTALS 7,565 16,587 24,152 I
MEDIUM TOOLS 3,940 3,940 W
SUBSISTNCE, WKS 84 45761 45,761
SMALL TOOLS 3.00% 3,215 3,275 \CHECK
FIELD COST [==——=> 143,248 3,540 65,622 0 212,811 212,811
BOND COMPAR. 1.245 p— SAFETY WORKLUP, Safety
ASSOC DUES 1,392 1,392 #M0O = 7 | Prof/Hr. = 145,99
BLDE.S RISK 1,233 [ %<7 2,726 2,726 1 - VSTMO = 4,00
RAILROAD INS 0.00 0 0 HR/VST = 8
OCP INS, RATE=~ 0.00 0 .0 TOTCST = 10,303
MAINT, BOND 1.00 jyts. 0 0 INBID = 10,303
PERF. BONDD 1.233 | < 15,304 19,304
SPARE 0 BOND UP: 100% MAINT BOND
SAFETY, MO 7.00 16,303 3,000 13,363 2,358,620 OLD 2,908,178 IPENALTY
SALES TAX 0.00% 0 0 2.908.178 | FMLA: 2,908 |Thousand
TEMP. BARRICADH  0.08% 1,001 1,091 2,181 2,908 2,760 MAINT BO'N'Dﬁ
POLL. LIAB. 1.233 [« 808 808 JCHECK : -
INDIRECT COST [——> 11,393 0 28,321 4] 34,714 39,714 BID: MLTFL. -
, 2,536,326 1.2449 5262
SUB-TOTAIL. _— 263,805 18,508 | 2,116,021 0 2,398,334 1 2398334 2,936 -
. SmRe——— FPERF/PAY BOND -
Add for merketing = 1.30% 1.30% 1.30% 1.30% CALCULATION /YEAR = 5,262
OFFICE G&AY% = 12.41% 12.41% 4.62% 4.62% 5.54% 10% MAINT, BOND
OFFICE G&A £ = 32,741 2,257 97,865 9 132,903 - 290,818 |PENALTY
CHECK ; -
TOTAL COST == > 296,546 20,805 2,213,886 0 2,531337 1 2531337 - MAINT BOND:
——— 19304 | /YEAR=[ 2517
RISK = 1.73% 5,116 359 38,191 0 43,665 - MAINT. BOND
. - COVERED FOR THE
TOTALBID @ 1.73% 301,662 21,164 2,252 077 o 2,574,903 PERF/PAY - FIRST YEAR BY THE
) CHECK : BOND = 19,304 PERF, BOND
INSERT PROFIT...] 16.00% 47458 3,330 354,301 0 465,089 405,089 .
CHECK :
TOTAL BID 16.00% 344,004 24,135 2,568,187 0 2,936,326 | 2936,326
TOTAL CONTRIB. = 673,675 .
TOTAL SUPERV, = 135,683 |R.O.L Spv = 2.59
1% PROFIT = 25312 TOTAL BID.... 2,536,326 2,963 337
TOTAL MARKUP = 36.84%
JOB DPURATION, WEEKS = 30 TOTAL
SUPERVISION: Prepin | Trench Work | Tms. Pmps | River Work | Kicker Work | Cap.Elec. Closeout | Warranty | WEEKS AMT. TOTAL
SUPER 1.0 6.1 7.8 11,6 1.0 2.6 20 32.1 2419 77,528
ASST. SUPER: 0.0 2,075 0
FOREMAN: 0.0 1,965 0
OTHER: 0.0 1,526 0
OTHER: ; 0.0 1,526 0
Fid_Engs. 0.0 1,766 0
CM 0.5 20 2.5 2,588 6,469
P.M. 1.0 6.0 7.0 2,120 14,843
P.E: 1.0 6.1 7.8 2.0 16.9 1,648 27,797
PC 1.0 6.0 1.0 8.0 1,131 0,046
TOTAL =] 135,683
BOWEN SUPERVISION FORMULA: 95,731 IN BID: 135,683
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 196 of 312

Witness: Michael Miller

196. Does KAWC agree that, in the case of a replacement, KAWC has control over how much
of the cost of the replacement is assigned to the retirement as cost of removal, and how
much is capitalized to plant-in-service? Please explain the answer fully.

Response:
No. KAWC maintains its books and records in compliance with U.S. GAAP and by the
procedure for cost of removal and replacement costs provided in the response to
AGDR1#197 and as described in the response to AGDR1#195.

For electronic version, refer to KAW_R_AGDR1#196_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 197 of 312

Witness: Michael A, Miller

197. Please provide all manuals, guidelines, memoranda or other documentation that deals
with the Company’s policies on the assignment of capital costs and net salvage with
regard to the replacement of retired plant. Also, please provide a sample workorder for a
replacement project, showing these cost assignments.

Response:

See the attached Company Policy on Additions and Retirements of Property, Plant and
Equipment as well as the Removal and Replacement Costs and Example of Retirement

Work Order.

For electronic version, refer io KAW_R_AGDRI1#197 061807.pdf
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Subject 2.01 Propery, Plani, and Equipment {Additions, Retirements)
Category: 2. Asgels

hobeﬂ D
Sievers/ADMIN/CORPIAWWSC

PROPERTY, PLANT, AND EQUIPMENT

only after preper authorization has beén glvsn, 16 preserve the accuracy of the tecords, and to
ensure that assets are safeguarded.

Continuing property records (CPR) are to be maintained. The CPR ledgers are to be documented
with a degree of detail that enables the indtvidual contimung property items to be identified and
physically focated.

ADDITIONS:
Al additions to property, plant, and equipment will be properly authorized. This includes the

m’epﬁr 3;3}3:0%;31 of costs that are greater than the original estimate for a task order. This approval
the Vice President of Opr,ratons dﬁd th. Région ?xesadent /fuiamom o utﬁs‘"w plant
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® Other equipment may be part of an asset if purchased as part of & larger unit of property.
However if the item is purchased separately it is not capitalized. ltems of this nature include,
Modems, keyboards, and truck engines. These purchases are generally purchased to mainiain the
usefulness of a larger unit of equipment and therefore are not capitalized.

€ Along with the ftem above, upgrades or renovations to existing equipment must serve to
extend the life of the asset or enhance its functionality.

Charges that are not directly attributable to specific projects and orders wiil be allocated as
fallewsio

charges can be allo ated t based ‘ol current month ch:

investment itemy (A-H).

The routine atiocations will zeto out the deferred account monthly.
s Charges related to investment projecis:

Investment projects are generally charged by engineers. In the beginning of the vear,
each subsidiary will advise shared services of projects they want to charge indirectly,

The subsidiary will provide estimated labor and expenses for each project so that
shared services can develop a standard allocation rate by state, Charges in the deferred
account will be allocated monthly based on actual current month charges. The
investment project deferred account will be reviewed periodically and the allocation
rate will be adjusted in ordér to zero out the acaoun‘{ BV veaf«ens:‘s

d on vinage yuaaf zmd sme
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Subjech: 2.30 Removai and Renlacement Costs For Regutaisad Water
NS 3 X T Companies
r %a’%—gf Category: 2. Assets

America

CMAREE: - P il
Roberi D
Sievers/ADMINICORPIAWWSC

Removal and Replacement Cosis
For Regulated Water Companies

Background:

American Water Policy requires the application of a consistent accounting approach to the
allocation of expenditures related to the retirement, removal and replacement of comipany
assets, The expenditures incurred to replace an asset can relate both to the installation of &
replacement asset and the removal of an existing assel. in addition, assets that are no longer
needed and no fonger providing useful utility service should be retired and there may be costs
aszosiated with removing the asset from service that must be properly accounted for.

Definitions:

Costs to Remove (CTR) are the expendilures incurred 10 remove a relired asset whether by
demolishing, dismantling, abandoning, seliing, or some other means. Thess costs include: fabor
{contract and company}, materials {(caps for abandoned mains, weil, pipe, or casing sealing
matenals such as grout, sand, gravel, efc), professional services, excavation, hauling, paving,
demolition or dismantling, permiliing and ¢ther refated costs,

Purpose:
To provide guidelings for determining the proper allocation of sxponditures between CTR and
Repiacement Cost {Invesiment)

Procedure:
For any projact that either replaces or retires Liility Plant, expendifures must be identified as
aither an Investment Cost or CTR.

® investment expenditures represent the cost of installing new Utility Plant assets and
generally include ftems of the following nature:
s] Materials and purchases - The new asset and accessories to make the asset
functional,
0 instailation - The cost of instaliing the new asset including aY labor, equipment
and contract services.
a Permits — Required for the installation and construction of the new assetl
o Other - AFUDC, overhiead(s), engineering, inspaction and project support and
administration costs,
2 CTR expendituras represent the cost of remeving the retired asset from service ang
include the following:
s} Labor - The cost to fully retive the asset! including costs to disconnedt, dismantle,
remove, demolish and dispose the old asset, or the cosls including capping

a main and killing services to prepars the aset for its final disposition if the oid
assel 15 abandoned in place,
o Excavation - The cost of permits for road openings and trenching. i the
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axcavetion was for a shared aclivity associated with the new asset and cost
of ramoval, the excavation should be capitalized. |f the excavation was for
removalfretirement activities only, then excavation should be included in

the CTR costs.

0 Disposal - Cost to properly dispose of or discard the old asset including hauling,
and fees. This should be offset by any salvage proceeds received.

o} Paving - Unless repaving was specifically associated with a removal cost, it
should be included In the cost of the new agset.

o Environmental, Health & Safety related remediation of materials handied or
removed in the course of retiring the assat {examples: contarminated

soils sureunding a buried asset being removed, insulation or bullding materials containing
asbeslos, ste.)
c Tha related CTR must be charged o 2 retirement task order and RWIP {Account
18Exxx) while charging the remaining expenditures to the Investment
{Account 10500, 0

To ensure the CTR and replacement cost are applied sonsistently the following methods will be
utiiized:

aj Provids the CTR guidelings or unif costs to all contractors and include in bid
requirements that American Water contractors identify removal and installation
cosis separately on invoices.

o) Allocate company Izhor 0 Investment and CTR for saif performed Mass Property Hems
(&g, Mains, Services, Meters and Hydranis) based upon representative
fime-muotion data from internal studias or contractor bids for simitar work.

c} The Met % of Removal Cegt and Salvage obtained from the Company's iatest
depreciation study may be used in cases where it is not  practical {0 determinie CTR. The
atfached table identifies the percentages by Utility Plant Account. (Nete - Cannot use the
standard rats for farge projects. In the case of large projects aclual CTR must be
s8]

oy It unicue of special clrcumstancas local customs may prevail provided his is explained
on the invoice,

e} The SSC-Fixed Asset department wili monitor, via random sample in each company, the
removal costs 1o ensure compliance for invuices providing the deiall of instaliation
versus removal, and the use of the Net % or CTR and Salvage. _
f) if actual experience is +/- 5% of the rate used in the latest depreciation study, Operating
Company Management will need to explain,

Examples of CTR Estimating and Accounting:

Plant (Pumps, Tanks, Treatment Unit Processes, Structures or parls thereof, Boosters,
Process Piping & Vaives, Electricall&C Equipment, Filter Media, etc)- Replacement of
any of these items results in CTR that must be provided in the detail in the Contractor’s
bid and on invoices from the contractor.

Main Replacement-

® Existing pipe is abandoned in place - the only costs of removal are capping the
main and killing services.

@ E:xisting pipe is removed and there is no replacement - Trenching, fabor to
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remove, killing services, paving, permits, hauling, traffic control
® Costs are refiected on Contractors hids and invoices.
s Sel-performed work is allocated between investment and CTR.

Meters - A portion of the labor cost to replace a meter is spent removing the oid meter
and is treated as a removai cost. Meter saivage costs should be included as an
offsetting cost.

Services and Hydrants - Labor, excavation, paving and permits are properly includable
as CTR.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 198 of 312

Witness: Michael Miller/Linda Bridwell

198. Identify and explain the Company’s expectations with respect to future removal
requirements and markets for retired equipment and materials. Please provide the basis
for these expectations.

Response:

The Company has performed no studies or analysis on this subject. There are no unusual
or extraordinary retirements expected in the five year planning horizon. There is no
ready market for the Company’s retired equipment or materials other than the scrap
market except for vehicles which are normally traded in on the new purchase. The basis
for these expectations is historical experience and review of the Company’s Capital
Spending Plan.

For electronic version, refer to KAW_R_AGDR1#198_061807.pdf



KAW_R_AGDR1#199 061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 199 of 312

Witness: Linda C. Bridwell

199. Please provide the Company’s construction and capital budgets for the years 2007-2011
inclusive. Please identify all retirements, replacements, new additions and cost of
removal reflected in these budgets. Please provide by account where available and
explain how the cost estimates are derived for these items.

Response:

Please refer to the response to Item 8 of the Commission's first set of interrogatories filed
May 21, 2007.

Retirements, replacements and cost of removal are not included in the construction and
capital budgets. The capital expenditures are generally not broken down by plant account
outside the forecasted period, which is detailed in work paper W/P1. Cost estimates for
recurring budget lines are based on historical amounts increased for inflation each year.
These may be modified if there is a known change in the plan period.

Cost estimates for investment projects are developed by the project manager based on a
preliminary planning estimate. In the year prior to project initiation, a Project Needs
Identification is created with a more detailed estimate developed by the project manager
and reviewed by the Regional Director of Engineering. Cost estimates are reviewed
based on the bid documents or if at any time the scope changes. The capital budget is
revised quarterly based on known changes to the project expenditures.

For electronic version, refer to KAW_R_AGDR1#199 061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 200 of 312

Witness: Michael Miller/Linda Bridwell

200. Provide narrative explanations of the Company’s aging and pricing procedures.

Response:

The Company objects to this question because it is vague, unclear, and contains no
timeframe. Not withstanding the objection, the Company utilizes its property records and
maintenance records to determine the age and condition of its water system facilities.
Based on this information and additional information contained in Comprehensive
Planning Studies, KAWC prioritizes its plant replacement programs to meet system
needs, prevent service interruptions and improve service. The Company obtains a large
percentage of its material and supplies, construction materials, chemicals and many other
items through national contracts administered for the overall benefit of the American
Water subsidiaries, including KAWC. The national purchasing department obtains those
national contracts through a bidding process that brings to bear the purchasing power of
the entire American Water system to obtain lower prices than the individual subsidiaries
could obtain on a stand-alone basis to the benefit of KAWC’s customers.

For electronic version, refer to KAW_R_AGDR1#200_061807.pdf



KAW_R_AGDR1#201_061807
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 201 of 312

Witness: John J. Spanos

201. Explain how the Company accounts for third party reimbursements and how they are
reflected in the depreciation study.

Response:

There are no third party reimbursements within the depreciation study. Any
Contributions in Aid of Construction are netted to plant in service.

For electronic version, refer to KAW_R_AGDR1#201_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 202 of 312

Witness: John J. Spanos

202.  If third-party reimbursements were excluded from the net salvage studies, was the related
retirement also excluded from the life studies?

Response:
There were no third-party reimbursements excluded from the net salvage study.

For electronic version, refer to KAW_R_AGDR1#202_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 203 of 312

Witness: John J. Spanos
203. If not provided in the workpapers, please provide the retirement rate analysis ranking of

best-fit life/curve combinations for each account. If the service life indications resulting
from the analyses are not the best-fit life/curves, please explain how they were selected.

Response:
The retirement rate analysis curve fitting routine is included in Data Request No. 145. A
description of how survivor curves are determined are set forth in the Depreciation Study,
pages 11-23 and 11-24.

For electronic version, refer to KAW_R_AGDR1#203_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 204 of 312

Witness: John J. Spanos

204.  For any accounts where Mr. Spanos did not base his service life/curve selection on the
results of his retirement rate analysis, explain why he did not. Also, explain in detail how
those service life/curve combinations were selected

Response:

Mr. Spanos describes in the Depreciation Study, pages 11-23 and 11-24, the accounts
where the retirement rate analysis did not provide enough information and informed
judgment was utilized. Mr. Spanos’ informed judgment included previous estimates of
this Company, the nature of the plant and equipment and a general understanding of the
estimates of similar water companies.

For electronic version, refer to KAW_R_AGDR1#204_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 205 of 312

Witness: John J. Spanos

205. Please explain, on an account-by-account basis, the rationale behind the selection of the
experience band that was used for each retirement rate analysis.

Response:

The 1995-2006 experience band was used for each retirement rate analysis on all
accounts because those were the years of available data.

For electronic version, refer to KAW_R_AGDR1#205_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 206 of 312

Witness: John J. Spanos

206. Provide copies of any and all actuarial and semi-actuarial studies prepared by the
Company since the last depreciation study.

Response:

The actuarial analysis provided in this depreciation study is the only life analysis
performed since the last case as of 1994.

For electronic version, refer to KAW_R_AGDR1#206_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 207 of 312

Witness: Linda C. Bridwell

207. Identify and explain all Company programs which might affect plant lives.

Response:

KAW has an extensive Preventive Maintenance program at its treatment plants. It uses
MP2 software to create and track schedules for routine maintenance. This includes
inspections of motors and fans, flushing of chemical feed lines and pumps, calibration of
equipment, valve operations, testing input/output and cleaning electrical equipment and
panels. Additionally, KAW has the incline car and plant hoists serviced annually.
Chlorine evaporators are replaced every five years. Diesel generators and engines are
serviced every five years, and relays on motor starters are tested every five years.

KAW also has a Conditions testing program. This includes infrared surveys of major
power equipment performed annually, looking for hot spots that may represent potential
failures. Motors, substations, power lines, panels, and booster stations are all tested. A
vibration analysis is performed on the same equipment each quarter. KAW has just
installed an online vibration system for the intake pumps at KRS. The vibration analysis
pinpoints looseness in shafts, bearings, misalignment of shafts and broken rotor bars
inside motors. Annually, the motors are tested for insulation quality. Once per year oil
samples are taken from the intake motors and tested for viscosity and metal particles.
Finally, ultrasound tests are performed on incoming power, bearings and major
equipment. This is used to confirm infrared or vibration problems. All of the Conditions
testing are utilized for early detection of problems that could lead to equipment failure if
left unchecked.

For electronic version, refer to KAW_R_AGDR1#207_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

ATTORNEY GENERAL'S REQUEST FOR INFORMATION
Item 208 of 312

Witness: Linda C. Bridwell
208.  Provide all internal life extension studies prepared by the Company. Life extension refers

to any program, maintenance or capital, designed to extend lives and/or increase capacity
of its existing plant-in-service. ldentify the functions to which these studies relate.

Response:
The Company has no internal life extension studies.

For electronic version, refer to KAW_R_AGDR1#208_061807.pdf
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