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PSC Case No. 2005-00325 
Witness: Weeks 

COMMISSION STAFF'S THIRD INFORMATION REQUEST 

1) Refer to Water Service's supplemental response to Commission Staff's Second 
Data Reauest. Item 4. Schedules B and C. 
a) Water Service increases depreciation expense by $62,165 but proposes to 

decrease.accumblated depreciation by $529,625. Provide a detailed 
explanation for the difference betwedn the two depreciation adjustments. 

b) Using the depreciation lives filed on November 3,2005, Water Service 
recalculated accumulated depreciation and depreciation expense. Provide 
a similar schedule supporting the $62,165 increase to depreciation expense 
and the $529,625 reduction to accumulated depreciation. 

Response: Depreciation expense is increased for the pro forma plant the Company 
proposes in its case. Please see the enclosed workpapers totaling the test 
year depreciation expense of $240,279.52. The additional $5,239 is 
allocated depreciation from WSC. Please see the allocation book provided 
in previcius datake~~onses. Accumulated depreciation is the proposed 
depreciation expense adjustment, plus the removal of the proposed 
retirements. The Company has proposed plant retirements in addition to 
plant additions. When the plant is retired (credited), accumulated 

. . depreciationmust be retired (debited) to remove both the plant and 
. . accumulated depreciation effect. Please see the calculation below for the 

proposed accumulated depreciation adjustment: 
GL plant additions depreciation expense $10,468.11 
Pro forma plant additions depreciation expense $17,124.00 
Cap time additions depreciation expense $2,149.39 
Pro forrna plant retirements ($559,367) 
Total ($529,625) 

The Company has also included its retirements workpaper for reference. 



WATER SERVICE CORPORATION OF KENTUCKY 
General hdger Plant Additions 

Account Number Description 

Structures & Impmvements (Pump Pit) 
Electric Pumping Equipment 
Water TreaUnent Equipment 
Distrib. Reservoin & Standpipes 
Transmis~ion & Distribution Mains 
Service Lines 
Meters 
Hydrants 
Oftice Structures & Improvements 
Ofice Furniture & Equipmenrs 
Laboiatory Equipment 
Toois, Shop, & Mirc Equipment 
Mini Computes 
Micro Sys Cost 

Invoiced Additions 
through July 

Estimared Additions 
from August through Dumber  

Total Additions 
(Invoiced and Estimated) Depieciation Rate Depreciation Expense 

42.32 
287.48 

11.22 
18.97 
73.99 

156.18 
923.11 
52.72 
11.31 

- 36.36 
45.46 

8,254.50 
518.53 
35.96 

10,468.1 1 





\\ATCR SEK\'ICC COKl'OR*TION OF KESTUCKY 
C.<pitdizeJ ' T m c  ,\dditiuns for Proircti 

Account Number Dercription 

3113025 Eleemc Pumping Equipment 
3204032 Water Teaimnr Equipment 
3305042 Disaib. Reservoin & Sendpipes 
3315043 Tiammission 81 Dismbution Mainr 
3335045 Service Lines 
3345047 Meterinsmllations 

Capimlizd T i m  Estimied Additioas ToU Additions 
ihrough July 2005 frornAugur1 Wugh December (Invoiced and Estimated) Depreciation Rare Depreciation Expense 











WATER SERVICE CORPORATION O F  KENTUCKY 
Retirements Made for Pro Forma Plant 

Project 
Description 

Replace 100 year old clear well tank(engineering) 
Replacc 100 year old clear well tank (generator) 

l<:~~l:~:e I( 6 ) c a  ,,Id c l : ~  well i.$,>k (b2!t~l  st:d CICA! \ \? I1  
R:ph.'c 10" )cbr >Id clear we]. tank ~~t3iz>lsbs $tccl xrator, 
Replncc 100 ).,nr a !  clrar ~ z l l  isnh (lilgh aer\icr'b.o,wr puinps, 
l(:pl:lcc I!lO ) o r  ul? clcai ucl; 13nk i!clr~nr!r.~inp 2nd p i p ~ n ~ ,  . .. 
Rebuild 100 meter base settings 
Rcbuild 100 meter base settings 
Replace 10% of WSCKs waterer meters 
Replacc 2" water main at 42nd St and Winchester Ave 
Replace valve actuators in pipe gallery 
Resurface WTP driveway 
Replace filter backwash troughs - 
Replace filter pump starters and plant electrical panel 
CL17 free chlorine process analyzer 
Laboratory turbidimeter 
KTO: Dr 5000 Spectro 
Replace building roof in Middlesbaro 
Repairlreplace building roof in Clinton 

Total 
Cost of 75% Water 
Project Retiiemenl 

$ 34,070 $ 25.553 
56,784 42,588 
63,598 47,699 
39,749 29.812 

11 1,853 83.890 
28,392 21,294 
28,392 21,294 
56,784 42,588 
47,792 35,844 
28,446 21,335 
32,268 24,201 
28,794 21,596 
48.000 36.000 





PSC Case No. 2005-00325 
Witness: Weeks 

2) Refer to Water Service's supplemental response to Commission Staffs Second 
Data Request, Item 10; 
a) Provide an estimated date thatthe audited capital structure for the calendar 

year 2005 will be completed. 
b) calculated the impact the unaudited capital structure will have upon Water 

Service's requested rate of return of 9.1.2 percent and the revenue 
requirement. Include all calculations, workpapers, and assumptions used 
in this response. 

Response: The audited capital structure is completed, and is the same capital 
structure as provided in the Company's supplemental response. Please see 
the enclosed workpapers showing the effect the 2005 capital structure has 

'on the Company's request. However, if Staff is updating capital structure 
for 2005, it is necessary to update other components, such as income 
statement items.as well. Staff should note that the Company's per books 
ioss in 2004 was $5,632.25, while in 2005 it was $94,017.42, which must 
be taken into account. 



WATER SERVICE CORPORATION OF KENTUCKY 
Income Statement 
December 31,2004 

Schedule B 
Page 1 of 2 

Per 
Restatement 

$ 1,378,947 

Pro Fonna Pro Forma 
Adjustments Present 

Proposed Pro Fonna 
Increase Proposed 

$ 711,553 [a] $ 2,083,222 
Operating Revenues 

Service Revenues - Water 
Service Revenues - Sewer 
Miscellaneous Revenues 
Uncollectible Accounts 

Total Operating Revenue 

Maintenance Expenses 
Salaries and Wages 14,805 [c] 

2,346 [i] 
4,724 [i] 
6,623 61 

901 ti] 
- ti1 

4,377 ti] 
1,469 ti] 

(6,310) Fl 
1,008 ti] - 

Purchased Power 
Purchased Water 
Maintenance and Repair 
Maintenance Testing 
Meter Reading 
Chemicals 
Transportation 
Operating Exp. Charged to Plant 
Outside Services - Other 

Total 659,199 

General Expenses 
Salaries and Wages 127,678 
Office Supplies &Other Office Exp. 44,800 
Regulatory Commission Exp. 
Pension & Other Benefits 103,251 
Rent 18,492 
Insurance 67,228 
Office Utilities 32,001 
Miscellaneous (18) 

49,558 [c] 177,236 
2,472 ti] 47J72 

39,384 [dl 39,384 
16,739 [c] 119,990 
1,020 [i] 19,513 
3,710 ti] 70,938 
1,766 [i] 33,767 

(1) ti1 (19) - 

Depresiation 183,354 
Taxes Other Than Income 136,302 
Income Taxes - Federal (5,795) 
Income Taxes - State 12,270 
Expense Reduction Related to Clinton Sewer Operations (102,670) 
Amortization of CIAC and AIAC (1,628) 

62,165 [el 245,519 245,519 
7,469 [fl 143,771 4,915 Sfl  148,686 

(100,772) [g] (106,567) 224,198 [g] 117,632 

(25,330) [gl (13,060) 38,525 [gl 25,465 
77,041 [m] (25,629) (25,629) 
(4,221) [el (5,849) (5,849) 

Total Operating Expenses 1,274,464 

Net Operating lnwme $ 124,437 

Interest During Consrmction 
Interest on Debt 

Net Income $ (6,034) 



WATER SERVICE CORPORATION OF KENTUCKY 
Explanation oPAdjustments to Income Statement 

Schedule B 
Page 2 of 2 

[a] Revenues are annualized at proposed rates using the actoal test year customers. 

[b] Uncollectible accounts are adjusted based on the percentage of uncollectible accounts to revenues in 
the test year applied to pro forma proposed revenues. 

[c] Salaries, wages and benefits are adjusted accordingly to reflect upcoming increases in salaries. 

[dl Regulatory commission expense has been adjusted to retlect the cost of the current rate case over 3 years 

[el Depreciation and amortization expense are annualized. Depreciation expense represents gross depreciable plant at 12131104 
plus actual and estimated general ledger addmons, actual and esnmated net capltal projects addlnons, 
and actual and estimated capitalized time additions, multiplied by lhe depreciation rate of 2.00% fa water plant, and 25% for wmputns and vehicles. 

[ f l  Taxes other than income are adjusted for annualized payroll iaxes, utility commission taxes, 
real estate taxes, and gross receipts t a x s .  

Eg] Income taxes are computcd on taxable income at current rates (34% federal and the stepped slate rate) 

[h] AFUDC is eliminated for rate making purposes, 

[i] Interest on debt has been computed using a 55.91% / 44.09% debt / equity ratio and a 
7.28% cost of debt. The 55.91% and 7.28% are multiplied by pro fonna present rate base to determine interest on debt. 

[j] A 5.518% adjustment has been made to account for Ihe increase in the co?sumer price index since acquisition. 

&] Operating expense charged to plant bas been adjusted for projected increases in salaries, taxes, and benefits for operators. 

[I] Revenues are adjusted to bring present revenues to the amount calculated from consumption information. 

[m] Expenses for Clinton sewer operations have been reduced to acrual expense reductions. 



WATER SERVICE CORPORATION OF KENTUCKY 
Rate Base and Rate of Return 
December 31,2004 

Net Operating Income 

Gross Plant In Service 
Accumulated Depreciation 
Net Plant In Service 
Cash Working Capital 
Contributions In Aid ofConsrmetion 
Advances in Aid ofConstmction 
Accumulated Dcfemd Income Taxes 
Customer Deposits 
Capitalized Time 
Reduction for Transportation Equipment 
Water Service Corporation 
R o  Forma Plant 
R o  Forma Plant Retirements 

Total Rate Base 

Schedule C 
Page 1 of I 

Effect of 
Per Pro Forma As Pmposed Proposed 

Restatement Adjuslments Adjusted Increase Increase 

$ 6,994,408 [a] 175,388 [fJ 7,169,796 

148,617 19,007 [c] 
(46,304) PI 
(82,256) PI 

(358,146) 225,513 
(I 14.589) - [fl 

64,299 [gl 
(4.522) [hl 

43,029 
995,597 [dl 

(559,367) [dl 

R e m  on Rate Base 4.37% - -1.02% 9.12% 

[a] Gross plant in service has been restated to account for an assot that was not booked at the time ofacquisition. 

[b] Acoumulateddepreciation, CIAC, and lUAC have been restated to rotlect a 2% depreciation rate tiom the time the assets or liabilities 
were put in service. 

[c] Working capital is calculated based on pro forma maintenance expenses, pro tbrma general expenses, andtaxos other than income. 

[dl Pro forma plant is adjusted for net plannedadditional capital investments that will be completed by the hearing date and is only an estimate. 
The Company will only be requesting rate base treatment on actual capital expenditures through the hearing date. 

[el Accumuiateddepreciation is adjusted for planned ~ddilional capital invesments [dl, invoiced and estimatedadditions to goss  plant in sendm [fl. 
andcompletedand estimated additions to capitalized time [g]. 

[fl January2005 through July 2005 actual invoiced general ledger additions, plw estimated invoicedgeneral ledger additions through the hearing date. 
This is only an estimate. The Company will only be icquostingrate base treatment on ac-I capital expenditures thmugh the hearing date. 

[g] January 2005 through July 2005 actual capitalized time additions, plus estimatedcapitalized time additions through the hearing date. 
This is only an estimate. The Company will onlybe requestingrate base treatment on acNal capital expenditures UIiough tho hearing date. 

p] Transportation equipment has been reduced due to operator time foiClinton sewer operations. 



UTILITIES, INC. AND SUBSIDIARIES 
Capital Structure at December 31,2005 wlp [h-11 

Annual 
December 31, Interest Capital 

2005 Expense Structure 
COMMON SHAREHOLDERS' EOUIW 

Common shares, $10 par value; authorized 1,000 and; 
20,000,000 shares, issued 1,000 and 6,524,104 
shares, respectively; 0 and 245,490 shares reserved 
for stock options, respectively 

Paid-in capital 
Retained earnings ($42,152,239 reshicted 

at December 31,2003) 
Note receivable from parent 
Other Comprehensive Income 

Total Common Shareholder's Equity 

LONG-TERM DEBT: 
Collateral h ~ s t  notes - 

5.41%, $7,142,857 due in annual installments 
beginning in 2006 through 2012 . 

9.16%, $1,000,000 due in annual installments 
through 2006 

9.01%, $1,500,000 due in annual installments 
through 2007 

8.42%, $5,857,143 due in annual installments 
beginning in 2009 through 2015 

4.55%, $4,000,000 due in annual installments 
beginning in 2008 through 2012 
4.62%, $4,000,000 due in annual installments 
beginning in 2008 through 2012 

Other long-term debt - 
8.10% to 8.96% promissorynotes payable to bank 
due in monthly installments through 2017 

Amortization of Debt and Acquisition Expense 

Total Long-Term Debt 

TOTAL CAPITALIZATION 



WATER SERVICE CORPORATION OF KENTUCK1 

Pro Forma Interest Expense 

Pro Forma Present Rate Base 

Debt Ratio 

Embedded Cost of Debt 

Pro Forma Interest Expense 





PSC Case No. 2005-00325 
Witness: Weeks 

3) Refer to Water Service's supplemental response to Commission Staff's Second 
Data Request, Item 11. According to the General Ledger pages provided in this 

. response the following are the annual employee benefits: 2003 - $121,711; 2004 - 
$103,251; and 2005 - $1 19,351. Provide a detailed explanation for the 
fluctuations occurring in employee benefits between calendar years 2003 and 
zws. , .,. . . . ~ , . 

Res~onse: While the Company believes that the fluctuation in benefit costs is 
minimal, the reason for the fluctuation each year is due claims that are 
filed each year. Other reasons would be the number of employees that 
work for the WSCK system, and the salaries that match those employees. 





PSC Case No. 2005-00325 
Witness: Weeks 

4) Refer to Water Service's supplemental response to ‘commission Staff's Second 
Data Request, Ilem 2. ' 

a) Explain why the following employees listed on the schedule received a 
pay raise on October 15,2005 that was greater than 4 percent. 

b) Several of the employees listed on the schedule are no longer employed by 
Water Service. 

1) Identify any employee positions that are currently vacant. Include 
the annual pro forma salary, the pro forma benefits, and the 
expected date the positions will be filled. 

2) Identify any employee positions that were reported as vacant in the 
schedule that have been filled. Include the annual pro forma 
salary,.the pro forma benefits, and the date the positions were 

^filled. 

Res~onse: Employees that receive pay raises greater than 4% receive them for 
~various'reasons. This would include the Company's need to keep salaries 
competitive with other companies, as well as raises for performance above 
and beyond a raise that would reflect the cost of living. There are no open 
positions within WSCK. 





PSC Case No. 2005-00325 
Wihess: Weeks 

5) Refer to Water Service's response to Commission Staff's Second Data Request, 
Item 16. Explain why it is reasonable and not retroactive rate-making for Water 
Service to adjust its calendar year 2004 operating expenses to reflect estimated 
price increases occurring in prior periods. 

Response: This would not be considered retroactive rate-making, as the consumer 
price index adjustment does not adiust for future ~eriods, The Company 

research historical CPI data in order to make a known and 
measurable adjustment for the future. 





PSC Case No. 2005-00325 
Witness: Weeks 

6 )  Refer to Water Service's response to Commission Staffs Second Data Request, 
Item 22. 
a) In the response, Water Service states, "These organizational costs should 

be included in Water Service's rate base because they represent an 
additional benefit received by customers." Identify the benefit the current 
customer base receives from an expenditure that was incurred over 10 
years ago. 

b) Provide documentation to support Water Service's claim that the 
organizational costs were not recorded when they were incurred. 

c) Provide the proposed depreciation life over which Water Service proposes 
to Eecover the organizational costs. 

Response: Even though the cqsts were incurred over 10 years ago, they represent 
costs that e r e  spent to organize the Company that did not have to be 
spent during its acquisition. Please see the enclosed journal entry which 
does not include these organizational costs. These costs have a proposed 
life of 40 years. ' 



: c u T e r m 2 0 0 0  S c r e e n p r i n t  - G L A P S e r v e r  (1) 2 : 2 9 : 5 0  P M 2 3  M a y 2 0 0 6  
6s ,, ,,. I $8 1- " , v ' , :  * , , , a :  r# ir ##-- 

iL3.1C ACCOUNT INQUIRY - TRANSACTION DETAIL 
............................................................................... 

160*0170*3113025 ACCT TYPE: A BEG BAL: 0 . 0  
1160*0170*3113025 STATUS: A END BAL: 1 9 5 , 1 1 8 . 2  
-ELECTRIC PUMP EQUIP PERIOD: 11(NOV) SEGMENT: FOUR P R I O R  ACT 
,CCOUNT ..............LINE.....COMMENT........................OEBIT........ CREDIT 

60*0160*2351000 1 ACQ OF US U T I L I T I E S  1 4 2 , 2 4 8 . 3 6  
60*0160*2413000 2 ACQ OF US U T I L I T I E S  142 ,248 .36  

.60*0160*4081100 3 ACQ OF US U T I L I T I E S  3 0 , 5 5 1 . 8 8  

.60*0160*2413000 4 A C Q  OF US U T I L I T I E S  30 ,551 .88  

.60*0160*3011001 5 ACQ OF US U T I L I T I E S  11 ,038 .55  

.60*0160*2413000 6 ACO OF US U T I L I T I E S  1 1 , 0 3 8 . 5 5  

.60*0160*2021000 7 ACQ OF US U T I L I T I E S  1 ,000 .00  

.60*0160*2111000 8 ACQ OF US U T I L I T I E S  2 ,834 ,076 .00  

.60*0170*3466094 9 ACQ OF US U T I L I T I E S  92 .657 .80  

.60*0170*3466097 1 0  ACO OF US U T I L I T I E S  33 ,053 .68  

.60*0170*3446095 11 A C Q  OF US U T I L I T I E S  29 ,151 .79  

.60*0162*3466094 1 2  A C Q  OF US U T I L I T I E S  19 ,719 .87  

.60*0162*3466097 1 3  ACQ OF US U T I L I T I E S  6 , 8 4 3 . 7 1  

................................................................................ 

\CTION B2 X-EXIT  S(nh)-SCAN P(S ) -PR INT  B ( n n ) - O I S P  BATCH NP,PP,NA,PP 
................................................................................ 

14201 E n t e r  < C R >  t o  c o n t i n u e  scan ,  X t o  end scan  
10000 J o u r n a l :  160*MISC.JE.A B a t c h :  0 1  - THIS BATCH I S  FROM THE ARCHIVE F I L E !  



AccuTerrn 2 0 0 0  S c r e e n  P r i n t  - GLAP S e r v e r  (1) 2 : 2 9 : 5 5  PM 2 3  May 2 0 0 6  

............................................................................... 

160*0170*3113025 ACCT TYPE: A BEG BAL: 
160*0170*3113025 STATUS: A 
ELECTRIC PUMP EQUIP P E R I O D :  11(NOV) SEGMENT: FOUR PRIOR ACT 
CCOUNT ....... .......LINE.....COMMENT........................~E~IT........ CREDIT 

60*0170*1083094 AC0 OF US U T I L I T I E S  
60*0170*1083097 ACQ OF US U T I L I T I E S  
60*0170*1083095 ACQ OF US U T I L I T I E S  
60*0162*1083094 ACQ OF US U T I L I T I E S  
60*0162*1083097 ACO OF US U T I L I T I E S  
60*0170*3406091 ACQ OF US U T I L I T I E S  49 ,026 .75  
60k0162*3406091 ACO OF US U T I L I T I E S  8 , 3 7 4 . 9 5  
60*0170*1083091 A C Q  OF US U T I L I T I E S  
60*0162*1083091 AC0 OF US U T I L I T I E S  
60*0170*3036010 A C O  OF US U T I L I T I E S  5 ,928 .78 .  
60*0162*3036010 ACQ OF US U T I L I T I E S  1 4 , 1 1 5 . 2 7  
60*0170*3043021 ACQ OF US U T I L I T I E S  13 ,478 .20  
60*0170*3044031 ACQ OF US U T I L I T I E S  185 ,476 .30  

X-EXIT S(nh)-SCAN P(S ) -PR INT  B ( n n ) - D I S P  BATCH NP,PP.NA,PA 
................................................................................ 

04201  E n t e r  < C R >  t o  c o n t i n u e  scan ,  X t o  end scan  



A c c u T e r m 2 0 0 0  S c r e e n p r i n t -  G L A P S e r v e r  (1) 2 : 2 9 : 5 8  P M 2 3 M a y 2 0 0 6  

160*0170*3113025 ACCT TYPE: A BEG BAL: 0 .0  
0160*0170*3113025 STATUS: A END BAL: 195 ,118 .2  
4ELECTRIC PUMP EQUIP P E R I O D :  11(NOV) SEGMENT: FOUR P R I O R  ACT 
ACCOUNT .. ............LINE.....COMMENT........................DEB~T........ CREDIT 

160*0170*3113025 2 7 ACQ OF US U T I L I T I E S  1 9 4 , 2 4 2 . 0 1  
160*0170*3204032 2 8 ACQ OF US U T I L I T I E S  3 3 4 , 1 8 9 . 6 2  
160*0170*3204032 29 ACQ OF US U T I L I T I E S  10 ,164 .72  
160*0170*3305042 3 0 ACQ OF US U T I L I T I E S  312 ,686 .93  
160*0170*3315043 3 1 ACQ OF US U T I L I T I E S  2 ,304 ,529 .27  
160*0170*3335045 32  ACQ OF US U T I L I T I E S  515 ,437 .63  
160*0170*3345046 33 ACQ OF US U T I L I T I E S  370 ,692 .25  
160*0170*3345047 3 4 ACQ OF US U T I L I T I E S  145 ,967 .76  
160*0170*3355048 35 ACQ OF US U T I L I T I E S  129 ,343 .47  
160*0170*3044031 3 6 ACQ OF US U T I L I T I E S  129 ,198 .56  
160*0170*3486096 37 ACQ OF US U T I L I T I E S  69 ,976 .00  
160*0162*3043021 3 8 ACQ OF US U T I L I T I E S  2 , 6 4 1 . 3 8  
160*0162*3044031 39 ACQ OF US U T I L I T I E S  6 , 3 3 6 . 7 2  
................................................................................ 

ACTION 62 X - E X I T  S(nh)-SCAN P(S) -PRINT B ( n n ) - D I S P  BATCH NP,PP,NA,PP 
................................................................................ 

0 4 2 0 1  E n t e r  < C R >  t o  c o n t i n u e  s c a n ,  X t o  end scan 



AccuTerm 2 0 0 0  S c r e e n  P r i n t  - GLAP S e r v e r  (1) 2 : 3 0 : 0 0  PM 2 3  May 2 0 0 6  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

160*0170*3113025 ACCTTYPE: A BEG BAL: 0.0 
0160*0170*3113025 STATUS: A END BAL: 195,118.2 
4ELECTRIC PUMP EQUIP PERIOD: 11(NOV) SEGMENT: FOUR PRIOR ACT 
ACCOUNT --....-.......LINE.....COMMENT..-------...............DEBIT--------CRED~T 
160*0162*3072014 40 ACO OF US UTILITIES 30,123.53 
160*0162*3113025 41 ACO OF US UTILITIES 25,622.80 
160*0162*3204032 4 2 ACQ OF US UTILITIES 13,680.34 
160*0162*3305042 4 3 ACQ OF US UTILITIES 125,585.14 
160*0162*3315043 4 4 ACO OF US UTILITIES 283,658.51 
160*0162*3335045 45 ACQ OF US UTILITIES 78,560.82 
160*0162*3345046 4 6 ACO OF US UTILITIES 70,195.28 
160*0162*3345047 47 ACO OF US UTILITIES 19,188.32 
160*0162*3355048 4 8 ACQ OF US UTILITIES 21,885.34 
160*0162*3044031 4 9 ACQ OF US UTILITIES 19,167.80 
160*0162*3406090 50 ACQ OF US UTILITIES 42,319.97 
160*0170*3917000 51 ACO OF US UTILITIES 181,180.50 
160*0162*3917000 52 ACO OF US UTILITIES 69,518.71 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

ACTION 8 2 X-EXIT S(nh)-SCAN P(S)-PRINT B(nn)-DISP BATCH NP.PP,NA,PP 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

04201 Enter <CR> to continue scan, X to end scan 



AccuTerrn 2000 Screen Print - GLAP Server (1) 2:30:02 PM 23 May 2006 

............................................................................... 

160*0170*3113025 ACCT TYPE: A B E G  BAL: 0 . 0  
160*0170*3113025 STATUS: A END BAL: 1 9 5 , 1 1 8 . 2  
ELECTRIC PUMP EQUIP P E R I O D :  11(NOV) SEGMENT: FOUR P R I O R  ACT 
CCOUNT ..............LINE .....COMMENT........................OEBIT...... ..CREDIT 

60*0170*1083021 5 3 ACQ OF US U T I L I T I E S  10 ,836 .48  
60*0170*1083031 5 4 ACQ OF US U T I L I T I E S  6 4 , 9 0 3 . 0 4  
60*0170*1083025 55 A C Q  OF US U T I L I T I E S  6 7 , 9 7 0 . 3 2  
60*0170*1083032 5 6 ACQ OF US U T I L I T I E S  116 ,941 .68  
60*0170*1083032 5 7 ACQ OF US U T I L I T I E S  8 , 1 7 2 . 5 0  
60*0170*1083042 5 8 A C Q  OF US U T I L I T I E S  1 0 9 , 4 1 7 . 2 9  
60*0170*1083043 5 9 ACQ OF US U T I L I T I E S  8 0 6 , 4 1 4 . 5 2  

160*0170*1083045 6 0 ACQ OF US U T I L I T I E S  405 ,821 .20  
160*0170*1083046 6 1 ACQ OF US U T I L I T I E S  298 ,036 .53  
160*0170*1083047 62 ACQ OF US U T I L I T I E S  1 1 7 , 3 5 8 . 1 1  
160*0170*1083048 63 ACQ OF US U T I L I T I E S  4 5 , 2 6 0 . 6 4  
160*0170*1083031 6 4 A C Q  OF US U T I L I T I E S  2 1 , 1 5 9 . 3 3  
160*0170*1083096 6 5 A C Q  OF US U T I L I T I E S  1 , 8 5 6 . 6 9  
................................................................................ 

X-EXI? ~ ( ~ ~ ) - S C A N  P(S) -PRINT B ( n n ) - D I S P  BATCH NP,PP,NA,PP 
................................................................................ 

Q4201 E n t e r  < C R >  t o  c o n t i n u e  scan ,  X t o  end scan  



AccuTerm 2000 Screen Print - GLAP Server (1) 2:30:03 PM 23 May 2006 
p , , 

~ ~ - - - - ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ . . . . . ~ ~ ~ ~ ~ ~ ~ . ~ . . . . . . ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ - - - ~ - - ~ - - - - - ~ ~ ~ ~ ~ ~ ~ ~ . . . ~ . . ~ ~ ~  

160*0170*3113025 ACCT TYPE: A BEG BAL: 0 . 0  
0160*0170*3113025 STATUS: A END BAL: 1 9 5 , 1 1 8 . 2  
4ELECTRIC PUMP EQUIP PERIOD: 1 1 ( N O V )  SEGMENT: FOUR PRIOR ACT 
ACCOUNT - - - - - - - - - - - . . - L I N E - - - E E C O M M E N T T T - - . - ~ - - - . . . . . . . . . . . . . . ~ E B ~ T . . . . . - - - C R E ~ ~ T  

160*0162*1083021 6 6 ACQ OF US UTILITIES 2 ,123 .68  
160h0162*1083031 6 7 ACQ OF US UTILITIES 2,217 .45  
160*0162*1083014 6 8 ACQ OF US UTILITIES 24,219 .37  
160*0162*1083025 69 ACQ OF US UTILITIES 8 ,966 .15  
16OX0162*1O83032 7 0 ACQ OF US UTILITIES 5 , 3 8 5 . 5 2  
160*0162*1083042 7 1 ACQ OF US UTILITIES 43 ,945 .48  
160*0162*1083043 7 2 ACQ OF US UTILITIES 99 ,259 .43  
160*0162*1083045 7 3 ACQ OF US UTILITIES 6 1 , 8 5 3 . 5 3  
160*0162*1083046 74 ACQ OF US UTILITIES 56 ,436 .94  
160h0162*1083047 7 5 ACQ OF US UTILITIES 15,427 .47  
160*0162*1083048 7 6 ACQ OF US UTILITIES 7 ,658 .24  
16OX0162*1O83031 7 7 ACQ OF US UTILITIES 3 , 0 5 4 . 0 9  
160*0162*1083090 78 ACQ OF US UTILITIES 4 , 3 8 2 . 1 2  

~ - E X I T  S(n5)-SCAN P(S)-PRINT B(nn)-DISP BATCH NP,PP,NA,PA 
. . . ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ . ~ ~ ~ ~ ~ . . . . . . . . . . ~ . . ~ ~ ~ ~ ~ ~ ~ ~ ~ - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

04201  Enter <CR> to continue scan, X to end scan 



i L3 .1C ACCOUNT I N Q U I R Y  - TRANSACTION DETAIL 
................................................................................ 

160*0170*3113025 ACCT TYPE: A BEG BAL: 0 . 0  
)160*0170*3113025 STATUS: A E N D  BAL: 195 ,118 .2  
IELECTRIC PUMP EQUIP P E R I O D :  11(NOV) SEGMENT: FOUR P R I O R  ACT 
(CCOUNT ..............LINE.....COMMENT........................DEB~T........ CREDIT 

.60*0170*1082000 7 9  ACQ OF US U T I L I T I E S  1 2 4 , 7 0 0 . 5 6  

.60*0162*1082000 8 0 ACQ OF US U T I L I T I E S  3 3 , 0 9 9 . 2 0  

.60*0160*1141000 8 1 ACQ OF US U T I L I T I E S  1 8 3 , 0 2 4 . 5 6  

.60*0170*2711000 8 2 ACQ OF US U T I L I T I E S  8 9 , 2 7 3 . 3 5  

.60*0170*2525000 8 3 ACQ OF U S  U T I L I T I E S  1 1 3 , 0 8 0 . 5 3  

................................................................................ 

iCTION X-EXIT  S(nh)-SCAN P(S ) -PR INT  B ( n n ) - D I S P  BATCH NP,PP,NA,PA 
................................................................................ 

i n t e r  a c t i o n .  





PSC Case No. 2005-00325 
Witness: Weeks 

7)  Refer to Water Service's response to Commission Staff's Second Data Request, 
Item 28. Are you aware of any instances where this Commission has accepted 
Consumer Price Index ("CPI") adjustments in a rate case using a historical test 
period? If the answer is yes, provide cites to the Commission Orders approving 
CPI adjustments. 

Res~onse: While the Company is not aware of any cases where the Commission in 
Kentucky has allowed a CPI adjustment, one of the Company's affiliates, 
Carolina Water Service, Inc. of North Carolina was just allowed such 
adjustment in North Carolina. 





PSC Case No. 2005-00325 
Witness: Weeks 

8) Refer to Water Service's response to Commission Staff's Second Data Request, 
Item 32. 
a) Explain why Water Service is seeking to recover from its customers an 

allocation of the Service Company's rate base. 
b) Are you aware of any instances where this Commission has allowed a 

utility to recover the allocation of the Service Company's rate base? If the 
answer is yes, provide cites to the Commission Orders approving the 
inclusion of the allocation of the Service Company's rate base. 

Response: The service company is located in Northbrook, which is the corporate 
office. All corporate activities are performed out of this office. While it 
would be impossible to directly assign rate base and expenses associated 
with the corporate office, it is appropriate to include an allocation in order 
to properly reflect the rate base associated with the corporate office that 

benefits WSCK customers. While the Company is not aware of any 
Kentucky order stating allowable recovery, WSCK's affiliated companies 
have an had thhr portion of the service company's rate base recovered in 
rate proceedings in the other states in which Utilities, Inc. operates. 





PSC Case No. 2005-00325 
Witness: Weeks 

9) Refer to Water Service's response to Commission Staff's Second Data Request, 
Item 33. If the $1,702,742 adjustment reduced retained earnings of Utilities of 
Kentucky, Inc., explain why it would not have an impact on Water Service's 
reported retained earnings? 

Response: There are two reasons this would not have an impact on WSCK's reported 
retained earnings. First, an adjustment to retained earnings is not 
appropriate, since retained earnings is only an accumulation of net income 
or loss each year. Secondly, this amount was the prior company's 
acquisition adjustment, which was not acquired by the Company, and 
therefore, not appropiiate for inclusion in WSCK's retained earnings. 





PSC Case No. 2005-00325 
Witness: Weeks 

10) Refer to Water Service's response to Commission Staff's Second Data Request, 
Item 27(a) and 34. 
a) In the reiponse tb Item 27(a), Water Service states that capital items have 

been updated to the same period as the plant additions; however, in 
response to Item 34  ate; Service states that the pro forma adjustments of 
$1,224,299 inflate rate base to $5,205,581 and does not compare to the 
capitalization. Explain the apparent discrepancy between the two 
responses. 

b) In its response, Water Service states that the December 3 1,2004 rate base 
of $3,981,283 exceeds the total assets. Explain why this has any bearing 
on the relationship between Water Service's rate base and capital 
structure/capitalization. 

Response: First, it is improper to state that rate base has been inflated. Rate base has 
merely-been adjusted to reflect the proper amount on a going forward 
basis. These two statements are not comparable. When the Company 
responded to 27(a), the intention was to say that capital items (such as 
work orders and large capital assets) were updated to the same time period 
as general ledger plant additions. When the Company responded to 34, 
the Company's intention was to say that the pro forma adjusted rate base 
is not directly related to the capitalization, i.e., the capital structure. 





PSC Case No. 2005-00325 
Witness: Weeks 
11) In response to item 39 of the Commission Staffs Second Data, Water Service 

states, "that based on the average consumption for 518" meters, 40% of the 
average bill comes from the base charge, while the remaining 60% comes from 
the usage charge." 

a) Define base charge. 
b) Provide what costs are included in the base charge. 
c) Why is an average bill used to calculate rates? 

d) How is the average bill calculated? Provide all calculations, 
workpapers, and assumptions. Provide in Excel spreadsheet 
format if possible. 

e) What was used in determining the average bill? 
f) How is the average bill used to calculate rates? Provide all 

calculations, workpapers and assumptions. Provide in Excel 
spreadsheet format if possible. 

g) How was the 40/60 split determined to be fair, just, and 
reasonable? 

h) The factors that are industry standards in that they are ratios of 
rated meter capacity for each meter size relative to a 518" meter in - regardi to water flow. Provide the documentation of these ratios as 
industry standards. 

i) . How is this ratio used to calculate the base charge? 
j) Why would it not more appropriate to use the equivalent meter 

cost ratio to calculate the rate for the base charge? 

Response: A base charge is the fixed cost the customer pays before factoring in any 
gallonage. For example, if a customer has no gallonage for a month, they 
will stilrpay the'base charge. If a customer uses 4,000 gallons a month, 
they will pay the base charge, plus a gallonage rate per 1,000 gallons. 
Company costs are split evenly between the base charge and the gallonage 
charge. Without the presence of a cost of service study, which would be 
far to costly for WSCK customers, standards show that a 40160 split is 
appropriate ratemaking, and is most beneficial for the customer and the 
company. It is not an average bill that is used to calculate rates, it is the 
average monthly gallonage of a 518" customer. The average bill for a 518" 
customer is calculated by taking the customer's base charge and adding to 
it the gallonage charge per 1,000 gallons based on their usage. For 
example, based on the revised rates (attached), a 518" customer's average 
bill is $21.93. The customer will pay a base charge of $8.85. Based on 
average usage of 4,350 (which is calculated by taking the total 518" 
metered usage for the year, divided by the number of customers billed in 
the year), the customer will pay $13.08 for water usage 
(4,350/1,000*$3.01), making their total bill $21.93. The average bill, 
again, is not used to calculate rates. It is the average consumption for a 
518" customer that is used to calculate rates. Once the average 
consumption is determined, we are able to determine what base charge and 
gallonage rate will achieve the beneficial 40160 split. Please see the 
enclosed industry standards. The multipliers used to calculate base charge 
are represented on the industry standards. The enclosed industry standards 
are not dissimilar to an ERC method of calculating base charge. 



WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Average Average 
Rate Usago Bill 

Present: 

Present: 

Present: 

Present: 

Prcsont: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Pieront: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

5W' meters - Middlesboro 
First 1,00O(minimum 1.000) 
Next 9,000 
Next 15.000 
Next 25,OW 
Nent 50,000 
Over 100,000 

I" meters - Middlesboio 
Fint 6,000 (minimum charge) 
Next 4,000 
Next 15,000 
Next 25,000 
Next 50,000 
Over 100,000 

1 112" meters - Middlesboro 
First 13.000 (minimum charge) 
Next 12.000 
Nent 25,000 
Next 50,000 
Over 100.000 

2" meten - Middlcsboro 
First 21,400 (minimum charge) 
Nent 3.600 
Nent 25.000 
Next 50,000 
Over 100,000 

3' meters - Middlesboro 
R n t  68.400 (minimum charge) 
Next 31.600 
Over 100,000 

4 meton - Middlesboro 
Flisl 127.500 gallons (minimum charge) 
Over 127.500 gallons 

6 meton - Middlesboro 
First 281,500 (minimum charge) 
Over 281.500 

16010- Industrial city rpocial wlschoal Lax and KY smle sales fax -Middiesboro (flat rate) 

16037 -Commercial city sprinkler - Middlesboro (flat rate) 

16039 -Industrial city sprinkler - Middlesboro (flat rate) 

16040 -Commercial city special - Middlesboro (flat rate) 

16050 - Commcreial county special - Middlesboro (flat rate) 

16055 -Commercial county special - Middlesboro (flat rate) 

16056 -Government city special - Middlesboro (flat rate) 

16058 - Government city special - Middlcsboro (flat talc) 

16060 - Commercial city spccial - Middlesboro (flat rate) 

16070 -Commercial city special - Middlosboro (flat rate) 

16088 -Industrial city sprinkler - Middlcsboro (flat rate) 

16089 - Industrial city special - Middlesboro (flat rate) 

16098 -Government city hydrant (per hydrant) - Middlesboro (flat rate) 



WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Present: 518 and 314' meters - Clinton 
Fin1 1,000 (minimum charge) 
Next 9,000 
Ncnt 15,000 
Next 25.000 
Next 50.000 
Over 100,WO 

Present: I" meters - Clinton 
First 5,300 (minimum charge) 
Noxt 3,700 
Next 15,000 
Next 25.000 
Nent 5 0 . W  
Ovcr 100.000 

Present: 1 In" motors - Clinton 
First 11.200 (minimum) 
Next 13,800 
Next 25,000 
Next 50.W 
Over 100,000 

Present: 2" mcleis - Clinton 
First 17,600 (minimum) 
Next 7,400 
Next 25.000 
Nent 50,000 
Over 100,000 

Present: 6" meters - Clinton 
Rrst 250.500 (minimum) 
Over 250.500 

Present: 16285 -Hydrant -private ($7,50imonth) - Clinton (flat rate) 

Prosene 16286 - 518" sprinklei - private ($15.Wlmonth) - Clinton (flat rate) 

Prosonl: 16299 - Hydrant - inunicipal($3.33341hydranflmonth) - Clinton (flat rate) 

Average Average 
Rate Usage Bill 



WATER SERVICE CORPORATION O F  KENTUCKY 
Average Bill 

Rate 
Average Avorage 
Usage Bill 

518" meters 
3lil' meters Base Charge: $ 8.85 

Gallonage: 3.01 

I" meters 
Basecharge: $ 22.12 

Gallonage: 3.01 

1 112' meters 
Base Chargc: $ 44.25 

Gallonage: 3.01 

Proposed: 2" meters 
Base Charge: $ 70.79 

Gallonage: 3.01 

Proposed: 3" meters 
Base Charge: 132.74 

Gallonage: 3.01 

Proposed: 
Base Charge: $ 221.23 

Gallanagc: 3.01 

Proposed: 6 meters 
Base Charge: $ 

Gallonage: 

16010 -Industrial city special wl school tax and KY sfate sales tan - Middlesboro (flat rate) 5 

16037 -Commercial city sprinkler - Middlesbaro (flat rate) $ 

16039 - lndustriai city sprinkler - Middlesboro (flat rate) $ 

16040 -Commercial city spceial - Middlesboio (flat rate) $ 

16050 - Commeicial county special - Middlcsboro (flat rate) $ 

16055 -Commercial eounry special - Middlesboro (flat rste) $ 

16056 -Government city special. Middlesboro (flat rate) $ 

16058 -Government city spceiai - Middlesboro (flat rate) $ 

16060-Commercial city special - Middlesbon, (flat rate) $ 

16070 -Commercial city special - Middlerboro (flat rate) $ 

16088 -Industrial city sprinkler - Middlesbaro (Rat rate) $ 

16089 -Industrial city spccial - Middlesboio (flat rate) $ 

16098 -Government city (hydrant (per hydrant) - Middlesboro (flat rate) $ 

16285 -Hydrant - private ($9.381manlh) - Clinton (flat rate) $ 

16286 - 518" sprinkler - private ($18.751month) - Clinton (flat rate) $ 

16299 -Hydrant - municipal ($4.17hydranUmonlh) - Clinton (flat rate) $ 

Proposed: 

Proposed: 

Proposed: 

Proposed: 

pioposcd: 

Proposed: 

Proposed: 

Proposed: 

Proposed: 

propored: 

Proposed: 

Proposed: 

Proposed: 

Proposed: 

P ~ o ~ o s D ~ :  

Proposed: 



Water & Sewer 

I 
5/15 \ \  cesi CVJJYWJ 

2.5 times the base is 1" meter 

5 times the base is 1 112" meter 

8 times the base is 2" meter 

15 times the base is 3" meter 

I 25 times the base is 4" meter I 
5 0  times the base is 6" meter 





PSC Case No. 2005-00325 
Witness: Weeks 

12) In responses to Item 42 of the Commission Staffs Second Data, Water Service 
states, "that WSC is working on a way to convert the consumption reports to an 

electronic format". If this has been completed, provide the reports. If this has not 
been completed, when do you anticipate completion of this conversion? 

Response: The Company must consult with its IT department to determine a date of 
conversion and will inform the Commission staff of its findings. 





PSC Case No. 2005-00325 
Witness: Weeks 

13) Refer to the Application. Provide Schedule D and Schedule E in Excel 
spreadsheet format if possible. 

Res~onse: Please see the revised Schedules D and E consistent with the re-noticing. 
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881 
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8.81 
8.81 
8.83 
8.63 
8.89 


