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Rate Impact of KRS II - Traditional Rate Making with Full AFUDC

Input Information/Assumptions: Add'l AFUDC under Trad. Rate Approach: Cost of Cap. 
In Case # - Gross-up

Weighted Cost of Capital 6.63% 2007-0143 Per Order for TAX
0.06634

Rate Base Gross-up Factor 1.654077 KRS II CWIP @ 5-31-09 66,570 LT Debt 3.29% 3.29%
Est. Avg. Depr.Rate for TP & Mains 1.79% WACC tax-gross-up Equity 10.91% ST Debt 0.20% 0.20%
Deferred Income Tax Rate 2.21% Add'l AFUDC under Traditional Pref. Stock 0.22% 0.22%
Original Investment per Certificate 170,024       Rate Making 7,263 Common Equity 4.32% 7.20%
Effective Income Tax Rate 40.00%

8.03% 10.91%

Net Present Value of Revenue Requirement Over Depreciation Life of KRS II Project
Discount Rate - Current Cost of Capital 192,442

Return on Add:
Less: Less: Yr. End Rate Base Depr. &

Depeciation Def. FIT Beginning Accum Accum. Rate Tax Def. Inc. Revenue 
Expense Expense Rate Base Depr. Def. Fit Base Gross-up Tax Exp Requirement

Year 0 0
Year 1 3,037 1,503 170,024 (3,037) (1,503) 165,484 18,159 4,540 22,698 18054.32
Year 2 3,037 1,503 170,024 (6,073) (3,006) 160,945 17,661 4,540 22,200 15369.51
Year 3 3,037 1,503 170,024 (9,110) (4,509) 156,405 17,163 4,540 21,702 18158.82
Year 4 3,037 1,503 170,024 (12,146) (6,012) 151,865 16,664 4,540 21,204
Year 5 3,037 1,503 170,024 (15,183) (7,515) 147,326 16,166 4,540 20,706
Year 6 3,037 1,503 170,024 (18,220) (9,018) 142,786 15,668 4,540 20,208
Year 7 3,037 1,503 170,024 (21,256) (10,521) 138,246 15,170 4,540 19,710
Year 8 3,037 1,503 170,024 (24,293) (12,024) 133,707 14,672 4,540 19,211
Year 9 3,037 1,503 170,024 (27,330) (13,527) 129,167 14,174 4,540 18,713
Year 10 3,037 1,503 170,024 (30,366) (15,030) 124,627 13,676 4,540 18,215
Year 11 3,037 1,503 170,024 (33,403) (16,533) 120,088 13,177 4,540 17,717
Year 12 3,037 1,503 170,024 (36,439) (18,036) 115,548 12,679 4,540 17,219
Year 13 3,037 1,503 170,024 (39,476) (19,539) 111,009 12,181 4,540 16,721
Year 14 3,037 1,503 170,024 (42,513) (21,042) 106,469 11,683 4,540 16,223
Year 15 3,037 1,503 170,024 (45,549) (22,545) 101,929 11,185 4,540 15,724
Year 16 3,037 1,503 170,024 (48,586) (24,048) 97,390 10,687 4,540 15,226
Year 17 3,037 1,503 170,024 (51,623) (25,551) 92,850 10,189 4,540 14,728
Year 18 3,037 1,503 170,024 (54,659) (27,054) 88,310 9,690 4,540 14,230
Year 19 3,037 1,503 170,024 (57,696) (28,557) 83,771 9,192 4,540 13,732
Year 20 3,037 1,503 170,024 (60,732) (30,060) 79,231 8,694 4,540 13,234
Year 21 3,037 1,503 170,024 (63,769) (31,563) 74,691 8,196 4,540 12,736
Year 22 3,037 1,503 170,024 (66,806) (33,066) 70,152 7,698 4,540 12,237
Year 23 3,037 1,503 170,024 (69,842) (34,569) 65,612 7,200 4,540 11,739
Year 24 3,037 1,503 170,024 (72,879) (36,072) 61,073 6,702 4,540 11,241
Year 25 3,037 1,503 170,024 (75,916) (37,575) 56,533 6,203 4,540 10,743
Year 26 3,037 (1,212) 170,024 (78,952) (36,363) 54,708 6,003 1,825 7,828
Year 27 3,037 (1,212) 170,024 (81,989) (35,151) 52,884 5,803 1,825 7,628
Year 28 3,037 (1,212) 170,024 (85,025) (33,939) 51,059 5,603 1,825 7,427
Year 29 3,037 (1,212) 170,024 (88,062) (32,727) 49,235 5,403 1,825 7,227
Year 30 3,037 (1,212) 170,024 (91,099) (31,515) 47,410 5,202 1,825 7,027
Year 31 3,037 (1,212) 170,024 (94,135) (30,303) 45,586 5,002 1,825 6,827
Year 32 3,037 (1,212) 170,024 (97,172) (29,091) 43,761 4,802 1,825 6,627
Year 33 3,037 (1,212) 170,024 (100,209) (27,878) 41,937 4,602 1,825 6,426
Year 34 3,037 (1,212) 170,024 (103,245) (26,666) 40,112 4,402 1,825 6,226
Year 35 3,037 (1,212) 170,024 (106,282) (25,454) 38,288 4,201 1,825 6,026
Year 36 3,037 (1,212) 170,024 (109,318) (24,242) 36,463 4,001 1,825 5,826
Year 37 3,037 (1,212) 170,024 (112,355) (23,030) 34,639 3,801 1,825 5,625
Year 38 3,037 (1,212) 170,024 (115,392) (21,818) 32,814 3,601 1,825 5,425
Year 39 3,037 (1,212) 170,024 (118,428) (20,606) 30,990 3,401 1,825 5,225
Year 40 3,037 (1,212) 170,024 (121,465) (19,394) 29,165 3,200 1,825 5,025
Year 41 3,037 (1,212) 170,024 (124,502) (18,182) 27,341 3,000 1,825 4,825
Year 42 3,037 (1,212) 170,024 (127,538) (16,969) 25,516 2,800 1,825 4,624
Year 43 3,037 (1,212) 170,024 (130,575) (15,757) 23,692 2,600 1,825 4,424
Year 44 3,037 (1,212) 170,024 (133,611) (14,545) 21,867 2,400 1,825 4,224
Year 45 3,037 (1,212) 170,024 (136,648) (13,333) 20,043 2,199 1,825 4,024
Year 46 3,037 (1,212) 170,024 (139,685) (12,121) 18,218 1,999 1,825 3,824
Year 47 3,037 (1,212) 170,024 (142,721) (10,909) 16,393 1,799 1,825 3,623
Year 48 3,037 (1,212) 170,024 (145,758) (9,697) 14,569 1,599 1,825 3,423
Year 49 3,037 (1,212) 170,024 (148,795) (8,485) 12,744 1,398 1,825 3,223
Year 50 3,037 (1,212) 170,024 (151,831) (7,273) 10,920 1,198 1,825 3,023
Year 51 3,037 (1,212) 170,024 (154,868) (6,061) 9,095 998 1,825 2,823
Year 52 3,037 (1,212) 170,024 (157,904) (4,848) 7,271 798 1,825 2,622
Year 53 3,037 (1,212) 170,024 (160,941) (3,636) 5,446 598 1,825 2,422
Year 54 3,037 (1,212) 170,024 (163,978) (2,424) 3,622 397 1,825 2,222
Year 55 3,037 (1,212) 170,024 (167,014) (1,212) 1,797 197 1,825 2,022
Year 56 3,010 (1,212) 170,024 (170,024) 0 0 0 1,798 1,797

Totals 170,024 (0) 567,559

Def Inc. Tax Amtz. 1,212
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Input Information/Assumptions: CWIP of KRS II in case number 2008-00427 Cost of Cap. 
at May 31 2009, on which KAWC is seeking full In Case # - Gross-up

Weighted Cost of Capital 6.63% Rate Base Treatement: 2007-0143 Per Order for TAX

Rate Base Gross-up Factor 1.654077 KRS II CWIP @ 5-31-09 66,570 LT Debt 3.29% 3.29%
Est. Avg. Depr.Rate for TP & Mains 1.79%   ST Debt 0.20% 0.20% NPV
Deferred Income Tax Rate 2.21% Pref. Stock 0.22% 0.22% Year 1
Original Investment per Certificate 162,741 Common Eq 4.32% 7.20% thru
Effective Income Tax Rate 40.00% Year 56 

8.03% 10.91% Only

Net Present Value of Revenue Requirement Over Depreciation Life of KRS II Project
Discount Rate - Current Cost of Capital 190,922 198,990

Return on Add:
Less: Less: Yr. End Rate Base Depr. &

Depeciation Def. FIT Beginning Accum Accum. Rate Tax Def. Inc. Revenue 
Expense Expense Rate Base Depr. Def. Fit Base Gross-up Tax Exp Requirement

Year 0
Rev. Requirement on CWIP 66,570 66,570 7,263 0 7,263
Year 1 2,907 1,439 162,741 (2,907) (1,439) 158,396 17,381 4,345 21,726
Year 2 2,907 1,439 162,741 (5,813) (2,877) 154,051 16,904 4,345 21,249
Year 3 2,907 1,439 162,741 (8,720) (4,316) 149,705 16,427 4,345 20,773
Year 4 2,907 1,439 162,741 (11,626) (5,755) 145,360 15,951 4,345 20,296
Year 5 2,907 1,439 162,741 (14,533) (7,193) 141,015 15,474 4,345 19,819
Year 6 2,907 1,439 162,741 (17,439) (8,632) 136,670 14,997 4,345 19,342
Year 7 2,907 1,439 162,741 (20,346) (10,070) 132,325 14,520 4,345 18,865
Year 8 2,907 1,439 162,741 (23,252) (11,509) 127,980 14,043 4,345 18,389
Year 9 2,907 1,439 162,741 (26,159) (12,948) 123,634 13,567 4,345 17,912
Year 10 2,907 1,439 162,741 (29,066) (14,386) 119,289 13,090 4,345 17,435
Year 11 2,907 1,439 162,741 (31,972) (15,825) 114,944 12,613 4,345 16,958
Year 12 2,907 1,439 162,741 (34,879) (17,264) 110,599 12,136 4,345 16,481
Year 13 2,907 1,439 162,741 (37,785) (18,702) 106,254 11,659 4,345 16,005
Year 14 2,907 1,439 162,741 (40,692) (20,141) 101,908 11,183 4,345 15,528
Year 15 2,907 1,439 162,741 (43,598) (21,579) 97,563 10,706 4,345 15,051
Year 16 2,907 1,439 162,741 (46,505) (23,018) 93,218 10,229 4,345 14,574
Year 17 2,907 1,439 162,741 (49,411) (24,457) 88,873 9,752 4,345 14,097
Year 18 2,907 1,439 162,741 (52,318) (25,895) 84,528 9,275 4,345 13,621
Year 19 2,907 1,439 162,741 (55,225) (27,334) 80,182 8,799 4,345 13,144
Year 20 2,907 1,439 162,741 (58,131) (28,773) 75,837 8,322 4,345 12,667
Year 21 2,907 1,439 162,741 (61,038) (30,211) 71,492 7,845 4,345 12,190
Year 22 2,907 1,439 162,741 (63,944) (31,650) 67,147 7,368 4,345 11,713
Year 23 2,907 1,439 162,741 (66,851) (33,089) 62,802 6,891 4,345 11,237
Year 24 2,907 1,439 162,741 (69,757) (34,527) 58,457 6,415 4,345 10,760
Year 25 2,907 1,439 162,741 (72,664) (35,966) 54,111 5,938 4,345 10,283
Year 26 2,907 (1,160) 162,741 (75,570) (34,806) 52,365 5,746 1,746 7,492
Year 27 2,907 (1,160) 162,741 (78,477) (33,645) 50,619 5,554 1,746 7,301
Year 28 2,907 (1,160) 162,741 (81,384) (32,485) 48,872 5,363 1,746 7,109
Year 29 2,907 (1,160) 162,741 (84,290) (31,325) 47,126 5,171 1,746 6,918
Year 30 2,907 (1,160) 162,741 (87,197) (30,165) 45,380 4,980 1,746 6,726
Year 31 2,907 (1,160) 162,741 (90,103) (29,005) 43,633 4,788 1,746 6,534
Year 32 2,907 (1,160) 162,741 (93,010) (27,844) 41,887 4,596 1,746 6,343
Year 33 2,907 (1,160) 162,741 (95,916) (26,684) 40,140 4,405 1,746 6,151
Year 34 2,907 (1,160) 162,741 (98,823) (25,524) 38,394 4,213 1,746 5,959
Year 35 2,907 (1,160) 162,741 (101,729) (24,364) 36,648 4,021 1,746 5,768
Year 36 2,907 (1,160) 162,741 (104,636) (23,204) 34,901 3,830 1,746 5,576
Year 37 2,907 (1,160) 162,741 (107,543) (22,044) 33,155 3,638 1,746 5,385
Year 38 2,907 (1,160) 162,741 (110,449) (20,883) 31,409 3,447 1,746 5,193
Year 39 2,907 (1,160) 162,741 (113,356) (19,723) 29,662 3,255 1,746 5,001
Year 40 2,907 (1,160) 162,741 (116,262) (18,563) 27,916 3,063 1,746 4,810
Year 41 2,907 (1,160) 162,741 (119,169) (17,403) 26,169 2,872 1,746 4,618
Year 42 2,907 (1,160) 162,741 (122,075) (16,243) 24,423 2,680 1,746 4,426
Year 43 2,907 (1,160) 162,741 (124,982) (15,082) 22,677 2,488 1,746 4,235
Year 44 2,907 (1,160) 162,741 (127,888) (13,922) 20,930 2,297 1,746 4,043
Year 45 2,907 (1,160) 162,741 (130,795) (12,762) 19,184 2,105 1,746 3,851
Year 46 2,907 (1,160) 162,741 (133,701) (11,602) 17,438 1,913 1,746 3,660
Year 47 2,907 (1,160) 162,741 (136,608) (10,442) 15,691 1,722 1,746 3,468
Year 48 2,907 (1,160) 162,741 (139,515) (9,281) 13,945 1,530 1,746 3,277
Year 49 2,907 (1,160) 162,741 (142,421) (8,121) 12,199 1,339 1,746 3,085
Year 50 2,907 (1,160) 162,741 (145,328) (6,961) 10,452 1,147 1,746 2,893
Year 51 2,907 (1,160) 162,741 (148,234) (5,801) 8,706 955 1,746 2,702
Year 52 2,907 (1,160) 162,741 (151,141) (4,641) 6,959 764 1,746 2,510
Year 53 2,907 (1,160) 162,741 (154,047) (3,481) 5,213 572 1,746 2,318
Year 54 2,907 (1,160) 162,741 (156,954) (2,320) 3,467 380 1,746 2,127
Year 55 2,907 (1,160) 162,741 (159,860) (1,160) 1,720 189 1,746 1,935
Year 56 2,880 (1,160) 162,741 (162,740) (0) 1 0 1,719 1,719

Totals 162,740 0 550,510

Def Inc. Tax Amtz. 1,160
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