
 
KENTUCKY-AMERICAN WATER COMPANY 

CASE NO. 2008-00427 
PUBLIC SERVICE COMMISSION’S FIRST SET OF INFORMATION REQUESTS 

ITEMS 1 – 33 
 

 
Witness Responsible:  Michael A. Miller 

 

29.  a. State the date on which Kentucky-American implemented Statement of Financial 

Accounting Standards No. 109, “Accounting for Income Taxes.” 

  b. State the effect(s) on Kentucky-American’s financial statements as a result of 

implementing Statement of Financial Accounting Standards No. 109. 

  c. State whether the base period or forecasted period includes any effect of the 

implementation of Statement of Financial Accounting Standards No. 109. 

  d. If Kentucky-American’s base period or forecasted period includes any effect of the 

implementation of Statement of Financial Accounting Standards No. 109, describe each 

effect in detail. 

 

Response: 

a. SFAS was implemented 1/1/93 

b. See adoption entry below. 

c. The base year and forecast test years are not impacted by the FAS 109 adoption entry 

which was recorded in 1993 some fifteen years ago. 

d. See response to Item C above. 
Kentucky-American Water Company 

SFAS 109 Adoption Entry 

March 1993         

               Debit                 Credit 

Regulatory Liability-ITC                                 1,362,555  

Regulatory Asset-AFUDC Gross-up                             1,665,625 

Preliminary Survey (KRS II) – AFUDC Gross-up                                      18,396 

Abandonment Loss (KRS II) – AFUDC Gross-up                                      12,235 

Excess Deferred Tax-AFUDC                                                                          365,002 

Excess Deferred Tax Reserve South Georgia                                                                                    3,422,991 

Regulatory Asset – Temporary Differences Previously flowed thru      5,023,813 

Gross-up Customer Advances                                              1,872,348 
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Excess Deferred Tax-Customer Advance Gross-up                                    52,919 

Reverse Existing Current Taxes Deferred under APB11                                                                      5,049 

Reverse Existing Non-Current Taxes Deferred under APB11             12,148,410 

Record Current Deferred SIT under FAS 109                                               7,937 

Record Non-Current Deferred Sit under FAS 109                                      30,011 

Record Current Deferred FIT under FAS 109                                                                               1,645,185 

Record Non-Current Deferred FIT under FAS 109                                                                     10,292,689 

Cumulative Effect of FAS 109 Adoption                                                      6,473 

     TOTALS                                                                                          18,965,819                     18,965,819 

 

For the electronic version, see KAW_R_PSCDR1#29_111408.pdf. 
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Witness Responsible:  Michael A. Miller 

 

30.  a. State whether Kentucky-American’s 1989 service contract with the American Waterworks 

Service Company (“Service Company”) has been modified, amended, or replaced. 

       b. If the 1989 service contract has been modified, amended, or replaced, provide a complete 

copy of the current service contract and identify the areas in that contract that differ from 

the 1989 service contract. 

 

Response: 

a. The 1989 Service Company Contract has not been modified. 

b. Not applicable. 

 

 For the electronic version, please refer to KAW_R_PSCDR1#30_111408.pdf. 
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Witness Responsible:  Michael A. Miller 

 

31.  a. Provide a copy of all other service agreements and contracts that Kentucky-American has 

with any affiliate company. 

  b. Describe in detail the pricing policies of Kentucky-American and its affiliates with regard 

to affiliate company transactions. 

 

Response: 

      a. Please see the attached documents.   

b. American Water Works Service Company- All billings to KAWC from AWWSC are 

provided in accordance with the 1989 Service Company Contract.  Please see Articles II 

and III of the Service Company contract provided as an attachment to part (a) above.   

All services obtained through AWWSC are at cost. 

 

American Water Capital Corporation - Costs of AWCC are billed as outlined in the 

Services Agreement attached to part (a) above between KAWC and AWCC approved by 

the Commission.  As outlined in the Service Agreement, KAWC will pay AWCC a 

portion of the costs and appropriate overhead incurred by AWCC in providing services as 

follows.  The cost incurred by AWCC in connection with its bank credit lines and short-

term public borrowing will be divided amount the Co-Participants in proportion to the 

maximum principal amount that each Co-Participant requests be made available to it 

during the course of a year.  The costs incurred by AWWC in connection with each long-

term borrowing by AWCC will be divided among each Co-Participant in proportion to 

the principal amount of that borrowing that is loaned to that Co-Participant.  AWCC’s 

overhead will be allocated among the Co-Participants in the same proportion as each Co-

Participant’s long-term and maximum, requested short-term borrowings and investments 

in a calendar year bear to all the long and maximum short-term borrowings and 

investments by all Co-Participants during the same year.   
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American Carbon Services – KAWC obtains activated granular carbon from American 

Carbon Services per the GAC Lease Agreement provided in response to part (a) above.  

The payment and pricing terms of the agreement are contained in Section (C) of the 

Agreement. 

 

For electronic version, refer to  KAW_R_PSCDR1#31_111408.pdf. 
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Witness Responsible:  Michael A. Miller 

 

32.  a. List and describe each service that any affiliated company renders to Kentucky-

American. 

  b. For each service listed above, describe the benefit(s), if any, that Kentucky-American 

derives from the provision of this service from the affiliate. 

 

Response: 

a. Please refer to Exhibit 35 KAW_APP_EX35_103108.pdf of the Company’s filing for a 

comprehensive list and detailed description of services rendered to Kentucky-American 

by the AWWSC and ACS.  Also see the testimony of Patrick Baryenbruch and Michael 

Miller concerning services provided by AWWSC and AWCC. 

 

b. AWWSC – As described in the testimony of Mr. Baryenbruch and Mr. Miller, the 

Company receives these services at or below what it could obtain those in the market.  

AWWSC provides the Company FTE’s and expertise on a shared basis in many areas 

critical to the provision of water service that would not be possible to replicate in the 

market place or locally.  Through AWWSC KAWC has available one of the premier 

water quality labs in the nation on an as needed basis, accounting and tax expertise, 

national purchasing power, water industry engineering expertise, rate expertise, finance 

and management expertise and many other disciplines required to provide effective water 

service.  KAWC could not cost effectively replace these services and expertise locally.  

Because KAWC has these services available on a shared basis through AWWSC, it 

receives the services and expertise in many cases on a partial FTE basis.  To duplicate 

those costs locally KAWC would need to attract employees with cross disciplinary skills.  

Such an employee would need to be proficient in both water quality and design 

engineering, or in water quality and finance.   In fact, employees with these multiple 

disciplinary skills are simply not available at the local level.  Over the last few years there 
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has been some movement towards more sharing of resources from AWWSC versus local 

employees for the Company.  Please see the testimony of Mr. Miller and Exhibit MAM-

6, which describes the increase in Service Company charges and the net financial benefit 

from those transitions. 

 

ACS – The carbon leases from ACS were obtained at or below market costs.   

 

AWCC – See testimony of Mr. Miller and his answers to questions 13-15, which 

describe the benefits of utilizing AWCC to obtain the debt capital for KAWC.  Also see 

Exhibit MAM-4 attached to Mr. Miller’s testimony for a recap of the financial savings 

related to debt obtained from AWCC. 

 

 For the electronic version, please refer to KAW_R_PSCDR1#32_111408.pdf. 
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Witness Responsible:  Michael A. Miller 

 

33. Provide a comprehensive list and detailed description of the services that Kentucky-

American has provided to any affiliated companies. 

 

Response: 

The Company provides work space for a number of employees on the payroll of  

American Water Works Service Company – Eastern Region.  Office space and overheads 

related to the space utilized by these employees was billed to AWWSC at cost.  During 

the twelve months ending July 2008, KAWC billed AWWSC $17,256 for utilization of 

the Kentucky American office space.   

For the electronic version, refer to KAW_R_PSCDR1#33_111408.pdf. 
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