KAW_R_AGDR1#176_122308
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
ATTORNEY GENERAL'S FIRST REQUEST FOR INFORMATION

Witness: Michael A. Miller

176. Provide, by year, all affiliated operating expenses charged to the Kentucky
jurisdiction for the 10 years ending 2008 plus as forecasted for 2009 and 2010.

Response:

Refer to the response to question 173 for the forecasted management fees for
AWWSC for 2009 and 2010. Refer to the response to question 110 for the
forecasted carbon regeneration services for 2009 and 2010.

American Water Works Service Company

Information is not readily available before the year 2000

2000 $ 901,861
2001 $ 1,321,183
2002 $ 2,378,478
2003 $ 3,024,275
2004 $ 6,135,981
2005 $ 5,912,684
2006 $ 6,612,414
2007 $ 7,516,223
Ytd 2008 $ 7,373,898

American Water Carbon Services
Information is not readily available before the year 2000

2000 $ 75,018
2001 $ 82,324
2002 $ 87,120
2003 $ 94,711
2004 % 95,691
2005 $ 97,127
2006 $ 100,000
2007 $ 110,573
Ytd 2008 $ 144,544

American Water Capital Corp (AWCC)
Information is not available before 2002. AWCC did not begin operation for KY until 2002.

2002 $ 22,718
2003 $ 235,671
2004 $ 75,669
2005 $ 179,944
2006 $ 457,448
2007 $ 1,034,106
Ytd 2008 $ 732,180

For the electronic version, refer to KAW_R_AGDR1#176_122308.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
ATTORNEY GENERAL'S FIRST REQUEST FOR INFORMATION

Witness: Michael A. Miller

177. For the base and test years, provide detailed support for all Management Fees
and/or AWWSC fees included in the filing. Provide this in Microsoft Excel or
compatible format. Include total charges incurred by each corporate department
and the amount each of these departments allocated to KAWC. Also include the
number of employees in each department and the method used to allocate charges
for each department.

Response:

Please see the attached Excel spreadsheet titled “AG-177 Response.xls /
Attachmentl & Attachment2” which detail the base year and test year
management fees, the amounts allocated to KAWC, and the number of employees
at 11/30/08.

Allocation of Costs:

Each department allocates their costs in accordance with Article Il of the Service
Company Agreement which states: “All costs of Service Company incurred in
connection with services rendered by Service Company which can be identified
and related exclusively to [a] Water Company, shall be charged directly to [that]
Water Company.” All Costs incurred in rendering services to [a] Water Company
in common with similar services to other Water Companies which cannot be
identified and related exclusively to “services rendered to a particular Water
Company, shall be allocated among all Water Companies so served, or, in the
case of costs incurred with respect to services rendered to a particular group of
Water Companies, among the members of such group, based on the number of
customers served at the immediate preceding calendar year end.”

In certain situations, primarily at the Corporate Office, Service Company
employees provide common service to the regulated water companies and non-
regulated subsidiaries. To allocate these common costs between the regulated
subsidiaries and the non-regulated subsidiaries common cost drivers were used
based upon the type of service provided. For instance corporate human resource
service is allocated based upon the number of employees in the regulated and
non-regulated business. The Service Company refers to these common cost
allocations between the regulated and non-regulated business as “tier 1”
allocations.
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AG-177 Response.xls / Attachment 3 provides the allocation methods used by
each Service Company location during the base period of February 2008 to July
2008. This schedule shows the amount of charges that were billed using each
formula type as a percentage of the total charges billed for each location.

For the electronic version, refer to KAW_R_AGDR1#177_122308.pdf.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
ATTORNEY GENERAL'S FIRST REQUEST FOR INFORMATION

Witness: Michael A. Miller

178. Provide a general ledger listing or similar report of all transactions that comprise
the corporate charges, including those from AWWSC, allocated to KAWC.

Response:
Please refer to the electronic Excel file labeled as
KAW_R_AGDR1#178 Attachment 122308.xIs for the AWWSC expense
transactions charged to KAWC from February 2008 — July 2008.

For the electronic version of this document, refer to KAW_R_AGDR1#178_122308.pdf.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
ATTORNEY GENERAL'S FIRST REQUEST FOR INFORMATION

Witness: Michael A. Miller

179. Provide the most recent 2007 and 2008 American Water and AWWSC operating
expense budgets and 2009 and 2010 operating expense forecasts. Please identify
all assumptions, workpapers, calculations and source documents relied upon and
provide the development of all escalation factors.

Response:
Please see the attached schedules. The assumptions used to develop the budget
for AWWSC can be found in the attachment to the response to

KAW R _AGDRI#173.

For the electronic version, refer to KAW_R_AGDR1#179_122308.pdf
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KAW_R_AGDR1#180_122308
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
ATTORNEY GENERAL'S FIRST REQUEST FOR INFORMATION

Witness: Michael A. Miller

180. Please identify the total American Water and AWWSC interest costs and the
amount billed to the KAWC during 2006, 2007 and 2008 to date and as forecasted
for interest expense.

Response:
American Water
Works Co. Year
Forecasted
Category 2006 2007 2008 09/10
Not
Interest on LTD 58,180,710 34,099,946 68,596,847  Available
Not
Interest on Bank Debt 11,185,763 6,455,272 1,584,669  Available
Not
Other Interest Exp 7,406 74 3,947  Available
Not
Total 69,373,880 40,555,291 70,185,463  Available
Note: No costs of AWW are allocated to any subsidiary including KAWC.
AWWSCo Year
Category 2006 2007 2008 Forecasted
Interest on LTD 3,921,420 5,013,949 4,936,286
Interest on Bank Debt (1,191,018) 0)
Other Interest Exp (38) 58,872 4,818
Total 2,730,364 5,072,820 4,941,104 4,509,369
Kentucky-American Year
Category 2006 2007 2008 Total

Amt. billed to KAWC 91,194 169,432 165,033 150,820

Please note that AWW does not bill KAW for interest costs or any other costs
incurred at the Parent Company level.

For the electronic version, refer to KAW_R_AGDR1#180_122308.pdf.
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