
KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

29.  Refer to the Company's response to AG-1-56. 

a. Explain fully and in detail why the 2010 pension is higher than 2009. 

b. Show in detail how the 2010 pension amounts reconcile with the actuarial 
report provided in response to AG-1-50. 

c. Show in detail how the capital and O&M percentages for each type of 
benefit were derived for the 2010 and 2011 amounts. 

d. Explain fully why the DCP OPEBs have no amounts for either 2010 or 
2011. 

e. Explain fully why there are no Long Term Incentive Plan amounts in 2007 
or 2009 and only for the period March-May in 2008. 

f. Show in detail how the Long Term Incentive Plan amounts for 2010 and 
2011 were derived.  Include detailed supporting calculations and reconcile 
the amounts for each of these years to the specific incentive targets that 
were achieved. 

g. Show in detail how the 2007, 2008 and 2009 Annual Incentive Plan 
amounts related to the specific financial and non-financial targets that 
were achieved in each year. 

h. Do any of the Annual Incentive Plan amounts relate to employees who 
work on Capital projects? If not, explain fully why not.  If so, please 
identify the amounts for each year. 

i. Please show in detail each of the specific financial targets that are assumed 
to have been achieved for the 2010 and 2011 Annual Incentive Plan costs, 
respectively. 

j. Please provide all Service Company invoices related to the Rate Case 
Expenses listed on KAW’s response to AG-1-64, pages 18 through 23 of 
23. 
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k. Refer to page 23, for the 2010 KAW rate case.  Why is there no amount in 
the “Cost of Money” column? 

Response: 

a. The pension expense for 2010 is not higher than 2009.  The 2010 total 
pension expense on the schedule attached to AG-1-56 is $1,639,755 for 
2010 and $1,673,395 for 2009, a reduction of $33,640.  Please note that 
the Company lowered its 2010 pension expense to $1,311,373 for 2010 
and $1,199,250 for 2011 as provided in response to PSC-2-23, page 19 of 
21. 

b. The pension actuarial reports were provided in response to AG-1-49 not 
50.  Please see page 97 of 136 of the attachment to AG-1-49, page 97 of 
136 that indicates the FAS 87 pension costs for 2010 is $67,249,870, the 
same amount shown in the response to PSC-2-23, page 19 of 21 for 2010.  
This is the same amount that KAW used 3 months of to determine the 
FAS 87 pension costs included in the forecasted test-year as amended in 
the response to PSC-2-23.  

c. The capital and O&M percentages for each type of benefit in 2010 and 
2011 were derived from the budgets for those years and based on the 
percentage of capital and O&M labor to the total labor projected for the 
year. 

d. Kentucky American Water Company did not budget DCP OPEB’s for 
2010 and 2011.  This was an oversight in the budget.  This item was 
calculated separately in the Company’s filing and has been included for 
the forecasted test year. 

e. The current Equity Compensation Plan did not commence until 2008, and 
Mr. Rowe, the president of KAW, was the only eligible KAW employee 
during that period until his promotion to SVP of the Eastern Division, an 
AWWSC position. 

f. The calculation of the long-term incentive plan was included in the excel 
files provided in response to KAW_R_AGDR1#1_042610 and labeled as 
Rate Case Labor and AIP 12-29-09.xls, tab Incentive.  It is calculated by 
multiplying the base pay by the LTIP rate for the two current KAW 
employees eligible for the Equity Compensation Plan.  The 2010 and 2011 
are projected amounts utilized in the forecast.  

g. The AIP compensation was made available to each eligible KAW 
employee based on his/her individual performance rating.  The financial 
and operations goals at AWW were only used to determine the pool 
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available for AIP compensation for the year.  Those evaluations for 2009 
have been provided in response to AG-2-19.  

h. Yes.  The Company’s practice has been not to capitalize AIP 
compensation due to the significant administrative burden involved with 
adjusting the numerous capital work orders closed during the year for any 
adjustments required once the final AIP compensation is paid (it is paid 
the year after it is earned).  

i. The assumption for forecasted AIP is that AWW will achieve 100% of the 
target goals in determining the AIP available and that each individual will 
achieve 100% of his/her individual goals. 

j. See the attached AWWSC invoices from 2005 - September 2008, and 
January-April 2010 with charges to the rate cases.  The AWWSC invoices 
for Oct. 2008-December 2009 have been previously supplied in response 
to PSC-2-19.  Invoices prior to 2005 are no longer readily available. 

k. There is no amount in the cost of money column for 2010 because the 
Company had not been invoiced for those services at the time the schedule 
was prepared.   That particular schedule listed actual charges to date.   

For the electronic version of this response, refer to 
KAW_R_AGDR2#29_052410.pdf. 
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