
KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2008-00427 

COMMISSION STAFF’S HEARING DATA REQUESTS 

_____________________________________________________________________________ 

 
Witness:   Michael A. Miller 
 
Question 1: 
 

Please provide the level of KRA fee that would be required if the KRA fee were 
embedded into the water tariffs of Kentucky American Water, based on the billing 
requirements utilized by the Company for the forecasted test-year? 
 

 
Response: 
  

Please see the attachment titled Schedule 1.  As indicated on page 1 of Schedule 1 (under 
column 1, line 28) the KRA tariff filed by the Company in case number 2009-00124 
would produce an annual revenue of $1,060,065, which includes a refund of $169,320 to 
true up the KRA fees collected from April 1, 2008 through March 31, 2009.   
 
As indicated in column 2, line 28 of page 1, the Company believes it would have to 
collect $1,169,363 in the water tariffs approved in case number 2008-00427 if the KRA 
were embedded into the regular water tariffs as part of this case.  This would increase the 
total rate increase from this case from the $10.3 million submitted in the Settlement 
Agreement between the Company, the AG, the LFUCG and the CAC to $11,469,343 as 
shown on Schedule 1, page 3, column (E), line 27.  As indicated on Note 1 shown on 
page 1, the Company believes the true-up of the KRA fee (separate tariff) for the period 
April 1, 2008 through March 31, 2009 would have to be spread over the expected 18 
month period between the June 1, 2009 effective date of new rates from the current case 
and the expected effective date of the Company’s next general rate case.  If the true-up 
were not spread over the 18 month period, the Company would be under recovering its 
KRA fees for the period beginning 12 months from the effective date of the rates in this 
case until the effective date of the rates authorized in the Company’s  next case.  
 
There are a number of problems with embedding the KRA fee into the regular water 
tariffs of which the Company would like to make the Commission aware:   
 

1. The calculations in Schedule 1, pages 1-4 attached to this response do not address 
the true-up of the KRA fee to be billed between April 1, 2009 and June 1, 2009 
(the effective date for new rates in this case) since the KRA fees paid and 
collected can not be known at this time.  The Company does not know how that 
true-up could occur if the KRA fee were embedded into the water tariffs as part of 
this case.  

2. Including KRA fees in base rates will result in an expanded timeframe for the 
true-up to the customers for the KRA fee if in fact the Company continues its past 
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practice of filing general rate cases less frequently than on an annual basis.  The 
Company expects to file its next rate case sometime next year to include the 
remaining cost of KRS II in rates.  Afterwards, however, if subsequent rate cases 
are spaced out further, the true-ups will likewise occur less frequently. 

3. Including the KRA fee in base rates will likely place increased volatility into the 
rate setting process that may lead to more frequent rate filings. 

4. There will be an increased administrative burden on the Company to track KRA 
fees paid and the amounts collected from customers if the fee is embedded into 
regular water tariffs versus the relatively easy tracking currently performed where 
the fee is clearly identified as a separate tariff item. 

5. The KRA fee would no longer be identified as a separate item on the customer’s 
bill, which will eliminate notice to the customers that a portion of their water bill 
is going to fund improvements on the Kentucky River. 

 
The Company provided several responses to discovery requests by the Commission Staff 
during the course of this proceeding.   The Company believes its responses to those 
discovery requests are very pertinent to this Hearing Data Request and is providing 
copies of those responses with its response to this request. 
 
The Company continues to believe that maintaining the KRA fee as a separate tariff is the 
most efficient and fair method for addressing rate recovery of the KRA fee.  Due to the 
significant fluctuations in customer demand and continued declines in customer usage 
related to the Company’s conservation program, it is the Company’s opinion that 
continuation of the annual KRA tariff filing with annual true-ups for the over or under 
collection of those KRA fees on an annual basis as was first approved by the Commission 
in case number 1992-00452 is the most efficient and fair method to both the Company 
and its customers.  

 
 For the electronic version, refer to KAW_R_PSCHDR1#1_042209.pdf. 
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