COMMONWEALTH OF KENTUCKY RECEIVED
BEFORE THE PUBLIC SERVICE COMMISSION =

FEB 29 2008
IN THE MATTER OF: ) PUBLIC SERVICE
) COMMISSION

THE APPLICATION OF KENTUCKY-AMERICAN )
WATER COMPANY FOR A CERTIFICATE OF ) CASE NO. 2007-00134
CONVENIENCE AND NECESSITY AUTHORIZING )
THE CONSTRUCTION OF KENTUCKY RIVER )
STATION II, ASSOCIATED FACILITIES AND )
TRANSMISSION MAIN )

KENTUCKY-AMERICAN WATER
COMPANY’S SUPPLEMENTAL DATA RESPONSE

Kentucky-American Water Company (“KAW?) provides the attached Supplemental Data
Response to its May 21, 2007 Response to Item No. 31 of the Commission Staff’s First Set of
Interrogatories that asked for estimated rate impact information relating to the project proposed
in KAW’s Application. KAW also addressed estimated rate impact in its January 9, 2008
response to Item No. 9 of the Public Service Commission’s Post-Hearing Data Requests and the

attached should be considered as a supplement to that response as well.



Respectfully submitted,

A. W. TURNER, JR., GENERAL COUNSEL
KENTUCKY-AMERICAN WATER COMPANY
2300 Richmond Road

Lexington, Kentucky 40502

and

STOLL KEENON OGDEN PLLC
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00134
COMMISSION STAFF'S FIRST SET OF INTERROGATORIES
AND REQUEST FOR PRODUCTION OF DOCUMENTS
Item 31 of 34

Witness: Nick Rowe/Michael A. Miller

31.

Provide all correspondence, electronic mail messages, analyses, notes, memoranda,
studies and related documents from RWE Aktiengesellschaft, Thames Water Aqua
Holdings GmbH or AWWC directing Kentucky-American to construct the 20 MGD
treatment facility at Pool 3 of the Kentucky River to solve the supply deficit.

a. Assume that the Commission grants Kentucky-American a Certificate of Public
Convenience and Necessity to construct the treatment facility on Pool 3 of the
Kentucky River and that construction commences in January 2008. Provide
Kentucky-American’s estimate as to the construction’s effect on general rates for
water service for the period from 2008 to 2012. This response should include all
workpapers, show all calculations, and state all assumptions that Kentucky-
American used to develop its estimate.

Response:

31.

a. Please attached schedules and work papers regarding the rate impact of the project to
solve the source of supply deficit.

Supplemental Response February 29, 2008:

a.

Please see attached schedules and work papers regarding the estimated rate impact on
KAW’s customers from the Pool 3 Project for both the 20MGD Project (KAW stand
alone ownership) and the 25 MGD Project (KAW/BWSC 80/20 Joint Ownership). The
changes reflect the construction costs based on the bids received by KAW, the updated
O&M costs (from Mr. Walker’s modeling), a correction in the income tax gross-up
factor, and using the pro-forma KAW revenues approved by the Commission in case
number 2007-00143.



Kentucky-American Water Company
Revised -Case No. 2007-00134 - Schedule in Response to Staff - Set 1- Q31

Estimate of Rate Impact of Pool 3 Source of Supply Project - New 20 MGD Estimate

Rev. February 29, 2008
Total Construction Cost Based on Bids - $155.857 million - KAW 100%

2007 Rate Case 2008 Rate Case 2010 Rate Case
(000) Omitted Rev. Requirement Rev. Requirement Rev. Requirement
Calculation Calculation Calculation
13 Month Average Utility Plant $18,902 $89,493 $155,857
Less: Rate Base from Previous Case $0 $0 ($89,493)
Less: Deprecition Expense $0 $0 ($2,883)
Deferred Income Tax Exp. $0 $0 ($1.091)
Rate Base $18,802 $89,493 $62,390
WCC currently authorized 10.57% 10.57% 10.57%
Revenue Requirement on Rate Base $1,098 $9,459 $6,595
Less AFUDC ($1,998) $0 $0
Rate Impact Before Depr. And O&M Expenses ($0) $9,459 $6,595
Add: Depreciation Expense $0 $0 $2,883
O&M Expenses $0 $0 $3,455
Wholesale Charges From LWC @ 10MGD 30 $0 $0
Wheeling Cost - SEC 2-A - Capital $0 $0 $0
Wheeling Costs - SEC 2-A - O&M $0 $0 $0
Wheeling Costs - SEC 2-A - Mark-up $0 $0 $0

Going Level Revenues $60,823 $60,623 $70,082




Kentucky-American Water Company
Revised -Case No. 2007-00134 - Schedule in Response to Staff - Set 1- Q31

Estimate of Rate Impact of Pool 3 Source of Supply Project - New 25 MGD Estimate

Rev. February 29, 2008
Total Construction Cost Based on Bids - $161.761 million - KAW 80%

2007 Rate Case 2008 Rate Case 2010 Rate Case
(000) Omitted Rev. Requirement Rev. Requirement Rev. Requirement
Calculation Calculation Calculation

13 Month Average Utility Plant $16,461 $74,745 $129,410
Less: Rate Base from Previous Case $0 $0 ($74,745)
Less: Deprecition Expense $0 $0 ($2,405)
Deferred income Tax Exp. $0 $0 ($906)

Rate Base $16,461 $74,745 $51,354
WCC currently authorized 10.55% 10.55% 10.55%
Revenue Requirement on Rate Base $1,737 $7,886 $5,418
Less AFUDC ($1.737) $0 $0
Rate Impact Before Depr. And O&M Expenses (30) $7,886 $5,418
Add: Depreciation Expense $0 $0 $2,405
O&M Expenses $0 $0 $2,939
Wholesale Charges From LWC @ 10 MGD $0 $0 $0
Wheeling Cost - SEC 2-A - Capital $0 $0 $0
Wheeling Costs - SEC 2-A - O&M $0 $0 $0
Wheeling Costs - SEC 2-A - Mark-up $0 $0 $0

Going Level Revenues $60,823 $60,623 $68,509
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF: )
)
THE APPLICATION OF KENTUCKY-AMERICAN )
WATER COMPANY FOR A CERTIFICATE OF ) CASE NO. 2007-00134
CONVENIENCE AND NECESSITY AUTHORIZING )
THE CONSTRUCTION OF KENTUCKY RIVER )
STATION II, ASSOCIATED FACILITIES AND )
TRANSMISSION MAIN )

CERTIFICATION OF SUPPLEMENTAL RESPONSE

This is to certify that I have supervised the preparation of Kentucky-American Water
Company’s February 29, 2008 Supplemental Data Response and that the response is true and
accurate to the best of my knowledge, information and belief formed after reasonable inquiry.

' Y/
Date: February 29, 2008 )M»Jn«? // M/{J(ﬂ
Michdel A. Miller '

Assistant Treasurer
Kentucky-American Water Company




