
KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 
1. Refer to Kentucky-American’s responses to the Commission Staff’s Second Information 

Request, Item 4(a). 
 

a. Kentucky-American states that “The at-risk incentive pay is not just an add-on to 
base pay, but is in place to drive performance to the benefit of the customers 
through better service and more efficient costs.”  Quantify the benefits that 
Kentucky-American’s customers receive from the at-risk incentive pay. 

 
b. Kentucky-American states that “if the Company were to limit base pay to the 

mid-point of the market with no incentive plan at all, the Company would not be 
competitive in the markets where it must attract highly qualified employees, and 
certainly would have difficulty in retaining those strong performing employees 
when other surrounding businesses offer more competitive compensations.”  
Provide documentation to support Kentucky-American’s claim. 

 
c. Identify instances where the compensation level was the reason given by an 

employee for leaving Kentucky-American or the American Water Works Service 
Company. 

  
d. According to Kentucky-American, “customer satisfaction, safety and operational 

performance indicators are very positive and the Company believes these results 
are directly impacted by the establishment of individual employee performance 
goals directly tied to the Company’s performance in these areas.”  Identify 
specific instances to support Kentucky-American’s belief. 

 
e. Identify instances where the incentive pay plans have resulted in “more efficient 

operations” or “stronger financial performance.” 
 
f.  Kentucky-American states that, because of the efficiencies in its operations and 

the strengthening of its financial performance that result from the incentive pay 
plan, its rate payers directly benefit through lower costs and/or longer periods 
between general rate filings.  Quantify these benefits that have been received by 
Kentucky-American’s rate payers. 

 
Response: 
 

a. The Company has attached several schedules and graphs that we believe quantify 
the benefits of having employees who are motivated and evaluated in a culture 
that rewards performance and not low or non-performance.  As stated in several 
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responses to the second set of Commission Staff discovery requests, it is difficult 
to quantify the financial impact of each of these metrics on performance, but 
improved performance in each category does correspond to lower customer costs 
and/or customer service improvement.  The first graph and schedule compare the 
O&M costs per customer increase since 2004 to the rate of inflation.  

 
 The result of this analysis shows that the Company’s O&M cost has only slightly 

exceeded the rate of inflation, even when the Company experienced dramatic 
increases in: i) its electricity costs from the electric utility providers (55%), ii) 
chemical costs driven by relationship to petroleum market increases and increased 
delivery costs due to cost of fuel (82%), iii) a 48% increase in insurance costs due 
to insurance market conditions, and iv) an increase of over 200% in the cost of 
gasoline and fuel.  The Company believes keeping its O&M cost per customer 
near the rate of inflation during the troubled financial conditions experienced and 
quantified above is a direct customer benefit that resulted in large part due to the 
performance driven culture (of which the AIP is a large part) at KAW and 
AWWSC.  The schedule indicates a number of O&M expenses were not included 
in the analysis because they were i) one-time non-recurring expenses not 
recognized for rate recovery, ii) SOX implementation costs prohibited from 
recovery as part of the 2006 Divestiture Proceeding, iii) pension and OPEB costs 
predominantly driven by financial market conditions and not related to inflation, 
and iv) depreciation costs through AWWSC that would have been depreciation 
costs and return on investment if KAW has purchased those capital assets 
directly. 

 
 The second schedule shows a number of Key Performance Indicators (KPS) that 

are regularly reviewed to track progress and improvements in customer 
satisfaction, operational integrity, meter reading accuracy, customer service order 
execution, effective collections, Non-Revenue Water, and safety.  Some of the 
metrics are shown, but information was not readily available for all three years 
(2007-2009).  The schedule shows the trends, with green indicating improvement, 
yellow-neutral, and red-needs improvement.  The schedule shows improvement in 
all areas except the recordable injury rate for 2009.  The Company provided the 
KAW performance reviews for 2009 which show a number of KAW supervisory 
employees were given a “does not meet” for this employee goal, which did impact 
their overall AIP award negatively.  Again the improvements shown in those 
ratios are driven by the performance based culture of KAW and AWWSC, which 
is driven by the AIP and meaningful performance goals.  While it is difficult to 
quantify the impact of those improvements in dollars, a more productive 
workforce, safer workforce, and improved water quality compliance have and 
continue to benefit KAW’s customers in cost savings and improved service. 

 
b. The Company believes its response to subpart a. above is responsive.  In past rate 

cases the Company has provided studies from Towers Watson that show the 
prevalence of AIP plans in the majority of large investor owned utilities.  In 
addition to that information, please see the attached article by Mike Schrader and 
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J. Bret Becton from Auburn University concerning the prevalence of incentive 
plan compensation.    

 
The Company therefore believes that it offers compensation packages that are 
competitive in the utility market in which it must compete for employees.  That 
market is dominated by large utilities that also include AIP as part of their overall 
compensation packages.  As indicated in part c. below, this is why the Company’s 
turnover rate is very low.  For the Company to change its compensation package 
to exclude incentive compensation elements that are offered by the majority of 
other utilities would demonstrate that the Company is no longer competitive in the 
employee market, which would result in higher turnover rates, be counter 
productive, lead to inefficiencies and possible degradation of service, and be 
contrary to the interests of the Company and its customers.  

 
 See also the response to PSC-3-2. 
 
c. The Company has not maintained a data base of exit interviews that would permit 

the Company to identify why each employee left the business other than 
retirement.  However, the Company’s turnover of non-hourly positions is very 
low, which indicates that the current employee compensation package, including 
the AIP, is competitive and permits the Company to attract and retain high quality 
employees.  

 
d. See the response to subpart a. above. 

 
e. See the response to subpart a. above. 

 
f. See the response to subpart a. above. 

 
For the electronic version, refer to KAW_R_PSCDR3#1_052810.pdf. 
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An Overview of Recent Trends in Incentive Pay Programs

Mike Schraeder, Auburn University
J. Bret Becton, Auburn University-Montgomery

ABSTRACT

This article examines recent trends and developments in an increasingly popular HR
practice--incentive pay programs. In addition to highlighting major developments in recent
empirical studies, this article also synthesizes recent research pertaining to general guidelines or
strategies for design, implementation, and the utilization of incentive pay programs. Counter
arguments pointing out potential pitfalls and precautions will also be discussed. The article
concludes by offering some recommendations for future research.

INTRODUCTION

As competitive pressures mount, organizations are compelled to consider strategies that will
help them become more innovative, productive, and efficient. It is essential that organizations
maximize all resources to optimize the effectiveness of their operations. While many factors
impinge upon this effectiveness, labor is an important resource that often represents a significant
portion of expenses incurred by organizations. Considering the need to remain competitive,
innovative compensation strategies such as incentive programs are often developed in an attempt
to align individual motivation and goals with the objectives of the organization.

Considerable research exists on psychological theories explaining how and why incentive
pay motivates performance. Likewise, there is considerable research on typologie s o fincentive pay.
Since the research in these areas is rather mature and quite voluminous a complete review of such
research is outside the scope of this article. Research related to incentive programs in unionized
organizations will also be avoided since these programs are usually a function of labor negotiations
and not a result of the organization's desire to tie compensation to organizational performance.

As stated previously, competitive pressures in the domestic and global market are placing
demands on organizations to be more productive and efficient than ever. This competitive pressure
is evident in human resource strategies utilized by corporations. To some degree, the risk faced by
corporations is now being shared with the workers. Tully (1995) pointed out that employees are
sensing an increased level of anxiety, since they might not lcnow from one year to the next whether
they will receive compensation increases or even have a job. Tully points out that this collective
risk is being operationalized in incentive programs that often impact as much as 30% of a manager's
income.

The Coastal Business Journal
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PREVALENCE OF INCENTIVE PAY PROGRAMS

It is apparent that the use of incentive programs is becoming more commonplace. The
National Association of Manufacturers surveyed 4,500 companies to follow up on prior studies
examining sldll level of workers and common human resource practices. They found that 54% of
these companies offered some type of bonus plan and another 35% offered some type of gain-
sharing or pay for performance program (Micco, 1997).

The use of incentive pay is becoming so pervasive that it has been adopted by some of the
most respected industries in our nation. For example, Pagoago and Williams (1993) utilized the Hay
Survey to query pay practices of 1,256 hospitals and 350,000 individuals in the healthcare field.
They found that over half the responding hospitals utilized some type of incentive plan for staff and
that a growing number of these organizations used contingent pay such as discretionary bonuses,
skill based pay, and team based pay. It is also interesting to note that survey results indicated a
significant decline in the growth rate for base salaries over the last two years suggesting that
incentive pay could be replacing more traditional pay practices. Hagland (1997) also points out that
changing pressures in the medical field have resulted in compensation for physicians becoming more
incentive based. The author implies that incentive pay is proving to be more effective than paying
physicians a salary.

The use of incentive pay is also becoming more pervasive for certain departments within
organizations. Avery (1997) attributes much of the growth in HR salaries over recent years to the
use of incentive pay. He suggests that this also reflects the growing importance of HR in
organizations' overall business strategies.

Considerable research also exists supporting the increased use of incentive pay for groups
verses individuals. Wilson (1990) points out that firms utilize this strategy in an attempt to increase
teamwork and promote flexibility, while also boosting productivity. He refers to a group incentive
plan as any variable pay program where compensation is awarded based on the unit or group to
which an individual belongs. This could include team- or project-based incentives. It could also
include gain-sharing programs. Wilson cautions that corporate profit-sharing plans, individual
incentive plans with group measures, and special recognition awards cannot be classified as group
incentives. Despite their obvious benefits, the point is also made that group incentives are not for
all organizations.

RESEARCH REGARDING STRUCTURAL ATTRIBUTES
OF INCENTIVE PAY PROGRAMS

While there is some variance in specific structural recommendations, research is replete with
common structural themes for incentive programs. Successful incentive programs are founded on
sound HR practices and strategies. As a part of this comprehensive, well-rounded HR program, an
incentive program can play a significant role in motivating staff to achieve organizational goals.
While there are seemingly infinite types of programs which work, it should be noted that most
successful programs seem to exhibit several consistent traits. One important aspect of a successful

The Coastal Business Journal
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incentive program is a well-founded salary program with appropriate base pay. Another trait often
associated with successful programs is a communication plan which adequately conveys the
structure and purpose of the program (Britton, 1997). This communication plan is part and parcel
of the contingency link betweenbusiness issues critical to success and specific incentives (Anfuso,
1995).

Letourneau (1997) offered several precursors to the implementation of a successful incentive
program. These precursors included lcnowing why the program was being implemented,
aclcnowledging that there would be some degree of individual failure, involving staff in the
development of the program, and having a contingency plan available if the incentive plan does not
work.

Similarly, Rubino (1995) discussed 10 strategies identified by Ernst & Young for the
development of effective incentive pay programs. They suggest that a successful plan should fit the
environment, be fair to all employees and the company, set total cash compensation, yield financial
rewards to the workers and the company, involve workers and supervisors, use internal and external
data, set clear performance goals, and achieve clarity through communication.

It is also worth noting Romano's (1998) description of the American Compensation
Association's attempts to develop the '"perfect" incentive program. They proposed achieving this
through acknowledging quantitative and qualitative indicators of performance, comparing with other
organizations, determining specific incentive pay, developing caps, rewarding employees who come
close and rewarding everyone equally. The importance of adequate communication of the plan by
company executives is also reinforced.

A Closer Look at the Methods Used in the Development of Incentive Programs

Several authors suggest that the process utilized to develop an incentive program is often as
important as the specific elements of the program. The importance of the developmental process is
highlighted in research documenting actual industry eXamples. Heneman, Fox and Eskew (1998)
provide an overview of the process a company went through to develop an incentive pay program.

Simcom, a ten year old company that manufactures flight simulators, sought to create an
innovative incentive program to assist them in motivating workers to perform proportionate to the
tremendous growth they were experiencing. Simcom employed a comprehensive three-phase
approach in implementing the program. First, they assessed employee readiness and need. Next,
they designed a program based on those needs. After implementing the program, management
assessed the effectiveness of the program by comparing post implementation results with results
prior to implementation.

The program was operationalized by measuring factors considered to be important to
customer service. These included understanding company goals, relationships with peers and
supervisors, willingness to take risks, creativity, self-improvement and communication. The plan,

The Coastal Business Journal

Volume 2, Number 1 Page 20

KAW_R_PSCDR3#1_052810
Page 9 of 16



administered by a management-employee committee, sets aside 10% of the companies annual
operating profit to fund the profit sharing plan which is paid out twice a year. Preliminary results
indicated an increase in worker satisfaction with pay and a decrease in supervisor ratings of
employee performance (the article touts this as a positive influence since it is perceived that
supervisors take appraisals more seriously as a result of the new incentive program).

Other industry examples not only support the importance of the process, but provide
interesting insight into innovative methods used to tie incentive programs to organizational goals.
Clark (1995), for example, highlights an innovative program implemented at Virginia Power
Company. The Power Company developed a team based incentive plan called Success Sharing.
The program was designed to support their business strategies of remaining a low cost producer,
achieving excellent operations, encouraging continuous improvement and motivating a productive
workforce. This is achieved by closely aligning compensation to organizational performance in
these key areas.

A case study of a successful program implemented by a New England jewelry manufacturer
is offered by Johnson (1996). This organization relied on a cross-functional team with members
from all areas of the organization to design a fully functioning program. Their development
included defining eligibility, defining measures, developing a reward formula, developing
distribution criteria and deciding on the frequency of payment.

Research Supporting Potential Benefits of Incentive Pay

Utilization of incentive programs in American industry has been so effective that it has
caught the attention of government. Leonard (1996) reviewed a report from the Committee for
Economic Development (CED) noting that a flexible work force and capital market have given the
U.S. a distinct competitive advantage in the global market place. Frank Doyle, chairman of CED
contends that pushing organizational rewards (profit) further down into the organization through
incentive programs is critical to maintaining this flexibility. He also calls for a more liberal use of
stock options as a strategy to maintain our nation's competitive position in the global market.

Incentive pay is also of interest to businesses in the service industry. Research supporting
the use of incentive pay in service industry is plentiful, particularly in the area of sales and
marketing. Patrick Hughes (1997), Vice President of Sales and Marketing for Blue Cross and Blue
Shield of Massachusetts suggests that "firms in the service industries and managed care industries
that offer aggressive incentive structures create a hunger in the sales organization, whereas those that
proved comfortable base salaries foster complacency."

Productivity Implications

Smoot and Duncan (1997) conducted an experiment looldng at the impact of three different
incentive programs on worker productivity. They found a systematic relationship between the
incentive programs and worker productivity in all of their experiments. Further, they found that
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these programs elicited higher productivity than flat pay systems in the experiments. The negatively
accelerated program was found to have the most profound impact.

Beyond Productivity

There is some indication that companies utilize incentive programs for more than just
increasing productivity. Bencivenga (1997) acknowledges the notion among some experts that
incentive programs are also being used to offset wage stagnation and to avoid layoffs during
profitable periods.

Ichniowski, Shaw, and Prennushi (1997) expanded the examination of the impact of
incentive programs on productivity by looking at productivity in conjunction with other innovative
work practices including flexible job assignments, employment security and teams. Their first
significant finding was that clusters of complementary HR practices had a positive impact on
productivity. They concluded the opposite for individual work practices. Further, they found that
work practices such as utilization of problem solving teams had more of an impact on productivity
whenused in conjunction with such practices as training and incentive pay. They suggest that it is
important to take a holistic view of an incentive system utilizing complementary HR strategies
instead of examining these practices in isolation. This study also highlighted other HR practices
having a positive impact on incentive pay. These included recruiting and teammeetings, team based
structures, objective performance measures, flexible job design and extensive communication
protocol.

Research on complementary HR practices is supported by the work of Chen, Sawyers, and
Williams (1997). Chen et al.'s study reveals how several companies align their compensation
structures to support ethical business practices. Levi Strauss & Co. for example bases one third of
an employee's evaluation on aspirational behaviors including value diversity and ethical
management. The authors suggest that these strategies enhance quality as well as ethical behavior
throughout the organization.

Creating pay programs that truly reward performance is also one of the six complementary
HR practices that entrepreneurial firms utilize (Cantoni, 1997). Abandoning use of performance
appraisal systems, discontinuing use of published salary grades and ranges, and injecting flexibility
into the pay program are also cited.

The idea of creating a culture of ownership seems to be a common theme in recent research
related to incentive programs. Bencivenga (1997) suggests that companies are enhancing
performance and becoming more profitable by creating internal cultures of ownership. He sees this
transition in culture coupled with sharing more information with employees and giving them input
into how the company is managed as linchpins to the success of such programs.

Banker, Lee and Potter (1996) set out to examine the impact that contextual factors such as
competitive intensity, customer focused strategy and behavior based control had on an outcome
based incentive plan focussing on customer service. They found that sales, customer satisfaction
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and profits increased as a result of the outcome based incentive program. It is interesting to note that
these same measures decreased with the level of supervisory monitoring.

Other, More Subtle Advantages of Incentive Pay

When considering labor costs, organizations often overlook expenses related to turnover.
Gerhart and Trevor (1996) conducted a study examining the strategic compensation practices in 152
organizations. They found that the design of compensation programs in these organizations was
related to employment variability in two important ways. First, they concluded that there was less
employment variability in organizations relying more heavily on long term incentives. They also
concluded that employment variability was lower when incentives were extended to teams or
groups. They point out the obvious advantages in reducing employment variability such as lower
costs associated with costs of layoffs, severance pay, and lower unemployment insurance taxes.

Incentive compensation is often an integral component of HR practices in entrepreneurial
firms. Cantoni (1997) suggests that these companies do this to eliminate weak links and to reward
top performers who significantly contribute to the viability of an organization. He supports this
notion by contending that true pay for performance occurs in highly competitive, low-margin
businesses. The rationale for this contention is that the very survival of these businesses is at stake
and that they will do whatever it takes to survive.

One study even suggested that incentive programs can improve the quality of decisions made
by individuals. A study of 84 subjects by Stone and Ziebart (1995) suggested that performance
based incentives led to changes in information processing behavior and improvements in decision
maldng. Information processing was enhanced by closer examination of alternatives, more liberal
use of time in malting selections and employment of decision-maldng strategies which lead to more
accurate choices.

Potential Pitfalls and Precautions

Some researchers such as Filipczak (1996) are staunchly opposed to using money as a
motivator. Filipczak views this as an extrinsic tool with minimal long-term value. Instead, he
suggests that organizations which tap into employees' intrinsic motivation are much more likely to
have staff who desire to do a good job, produce quality products, and take pride in their work.
Further, he suggests that organizations achieve this through giving employees an opportunity to have
input into their jobs, respecting employees and allowing them to do a good job.

For an incentive program to meet the objective of contributing to an organization's success,
it is critical that it measure and reward the right things. To the extent that this is achieved, pay
serves as an important tool for communicating business priorities. Britton (1997) suggests that
incentive programs have a negative impact on motivation when they measure the wrong things.
Consequences they can result in destruction of long term motivation, handicapped employee
relationships, and an aversion to taking rislcs. Britton views incentive programs as a carrot and stick
approach. He supports this contention by offering Kohn's (1993) conclusion that rewards intended
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to motivate certain behavior are actually bribes. The surprising argument is made that employees
worth retaining do not truly believe that incentive pay and pay for performance motivate them to
achieve objectives, especially when it is seen as the sole motivating factor.

Small businesses face unique challenges when considering strategies for linking pay to
performance. One important challenge is a specialized management skill associated with the
atypical growth patterns of a small business. In smaller, start up organizations there is the potential
that individuals will be required to perform multiple tasks. This could result in highly individualized
responsibilities and functions. In addition, organizations experiencing extreme growth could be
faced with tumultuous changes to keep pace with demand. This lack of standardization and frequent
change can make it difficult to adequately define and measure performance/incentive goals (Fuller-
Love & Scrapen 1997).

Anfuso (1995) noted that individual inc enfive programs were lo sing their popularity, in part,
because they do not promote teamwork, quality improvement, and other important business issues.
He further suggests that these programs can work against these objectives. Difficulty in measuring
individual performance is offered as a significant causal effect of these results.

Other research not only criticizes the structure of programs, but also the purpose of the
programs. Incentive programs utilized by businesses in highly regulated industries have been
characterized as highly sophisticated, but lacking effectiveness since these organizations are not
driven by business necessity (Cantoni, 1997).

CONCLUDING THOUGHTS: DIRECTIONS FOR FUTURE RESEARCH

Oliver (1996) argued that no one could prove incentive pay improved performance. This
argument is heavily challenged by overwhelming case studies citing the positive impact these
programs have had on organizational performance. Despite the obvious advantages of incentive pay
programs, researchers and organizations have failed to show the impact of these programs over
extended periods of time. Since the long-term viability of an organization should be the ultimate
objective, longitudinal studies examining the impact of incentive programs over time are needed.

In addition, it would be interesting to examine whether gender differences in pay carry over
into the realms of incentive pay programs. Fortune (1992) conducted a survey of 200 salespeople
worldng for organizations with incentive pay programs and found that men were twice as likely to
be offered incentives as women.

As global competition intensifies, future research should also consider the need for
fundamental changes in incentive programs. It is crucial that our incentive programs remain
competitive with those offered internationally for two very important reasons. First, U. S. companies
will be competing in the product market and price will continue to be an important determinant of
consumer choice. Secondly, the labor market will also become more competitive as organizations
seek incumbents with proven track records as entrepreneurs.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 
2. Refer to Kentucky-American’s responses to the Commission Staff’s Second Information 

Request, Item 5.  Kentucky-American states that it is unable to perform a study that 
quantifies the benefits its customers derive from the incentive compensation programs; 
but Kentucky-American “believes that such plans do in fact generate more efficient, safe 
and reliable utility infrastructure and service.”  Given that Kentucky-American is unable 
to quantify the benefits of its incentive compensation programs and that it can only give 
general statements regarding the programs, explain why the costs of the plans should be 
borne by the ratepayers. 

 
Response: 
 

Please see the response to PSC-3-1 for quantifiable improvements in service levels, 
safety measures, insurance claims activity, water quality, customer satisfaction, cost 
containment, employee development, and efficiency measures.  These are some of the 
major areas of the AIP Individual Employee Goals and Performance Measurement 
Process that focus each employee’s efforts towards service level improvement, cost 
containment and customer satisfaction each year.   While it is difficult to quantify in 
dollars those benefits, there should be little doubt that improvements in these areas 
translate into better service and lower costs to the customers. 
 
These costs should be included in the cost of service because they are part of the overall 
market based compensation package offered by the Company.  The overall compensation 
package, including the AIP, is designed to pay employees at the market based salary 
range with a significant portion of that compensation directly tied to performance driven 
goals and objectives.  It is entirely up to the employees and their supervisor to meet or 
exceed those goals structured to benefit both the Company and its customers with the 
understanding that strong performance will be rewarded appropriately and lacking 
performance will not.  It is a fact of being a regulated utility that the enhanced 
performance of Company employees will result in better service and lower costs, which 
directly benefit the Company’s customers.  Service improvements driven by the 
performance based culture, of which the AIP is an integral part, flow to the benefit of the 
Company’s customers immediately. 
 
In addition, because the Company’s overall employee compensation is market based, 
including the at-risk portion of employee compensation in the AIP, the elimination of the 
AIP would require the Company to increase the base salary to remain competitive in the 
employee marketplace in order to attract and retain qualified employees.  If this 
hypothetical situation were to become a reality, presumably the Commission would 
permit the recovery of that compensation if it were base salary/wages instead of the AIP.  

KAW_R_PSCDR3#2_052810
Page 1 of 2



The Company believes under that scenario the Company’s customers would suffer.  An 
increase in base pay would make it much more difficult to encourage a performance 
based culture, and would result in compensating low performing employees at a higher 
level than the current at-risk AIP based performance compensation plan.  The Company 
does not understand or believe the customers would be better off under this type of 
compensation plan. 
 
For the electronic version of this response, refer to KAW_R_PSCDR3#2_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 
3. Refer to Kentucky-American’s responses to the Commission Staff’s Second Information 

Request, Item 6.  Provide documentation of the following statement:  “To be competitive 
in the job markets where KAW and AWWSC operate, markets where at-risk incentive 
compensation is common, the Company must provide competitive compensation 
programs.” 

 
Response: 
 
 Please see the responses to PSC-3, questions 1 and 2.   
 
 For the electronic version, refer to KAW_R_PSCDR3#3_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Sheila Miller/Michael A. Miller/Keith Cartier 
 
4. Refer to Kentucky-American’s responses to the Commission Staff’s Second Information 

Request, Item 13(a). 
 

a. The average actual capitalization rate for the five-year period is 19.472 percent, 
which is approximately 2.118 percent greater than the five-year average budgeted 
capitalization rate of 17.624 percent.  Given that, for the five-year period from 
2005 through 2009, Kentucky-American under-budgeted its capitalization rate by 
2.118 percent, explain why the forecasted capitalization should not be adjusted by 
this factor. 

 
b.  Provide the impact that revising the forecasted capitalization rate from 17.624 

percent to 18.742 percent would have upon Kentucky-American’s revenue 
requirement.  Include copies of all workpapers, assumptions, and calculations 
used to calculate the revenue requirement impact. 

 
Response: 

 
a. The response to PSC-2-13, the response that generated the average numbers 

reflected in this question, was developed using hours (not dollars).  The 
Company’s experience in 2009 produced a result much closer to Plan than in prior 
years and reflects the Company’s continuing efforts to improve actual to budget 
results.  Attached to this response is a schedule that calculates the capital payroll 
ratio based on payroll dollars.  This produced a capitalized payroll dollar ratio of 
18.65%.  On the attached schedule we then reflected the additional payroll dollars 
for the 6 new employees at the KRS II plant and the KRS superintendant with a 
capital rate of 5% (a large portion of this time was capitalized in 2009 due to 
assisting in managing the construction of the new treatment plant).  This resulted 
in a capitalization rate of 17.72% versus the 17.34% used by the Company in its 
application.  The Company believes that after operation of the new plant the 
17.34% capitalization rate accurately reflects what will be in place in the 
forecasted test-year once the KRS II treatment plant is in service.  

 
b. Revising the forecasted capitalization rate from 17.34% to 18.742% results in a 

reduction of $211,276 to the Company’s revenue requirement.  Please refer to the 
attached working papers.  While the Company has provided the information as 
requested, the Company continues to believe its 17.34% capitalization rate is 
appropriate for the forecasted test-year.  See the response to part a. above. 

 
For the electronic version, refer to KAW_R_PSCDR3#4_052810.pdf. 
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Kentucky American Water Company
PSCDR3#4b
Adjust capitalization percentage to 18.742%
Change in revenue requirement

original revenue requirement $25,848,286
adj capitalized labor-18.742% $25,717,308 ($130,978)
adjust pensions $25,695,600 ($21,708)
adjust OPEB's $25,671,566 ($24,034)
adjust group insurance $25,655,965 ($15,601)
adjust 401K $25,653,725 ($2,240)
adjust DCP-pensions $25,651,130 ($2,595)
adjust DCP-OPEB's $25,650,949 ($181)
adjust worker's compensation $25,648,735 ($2,214)
adjust payroll taxes $25,637,017 ($11,718)
adjust allocations $25,637,010 ($7)

Total reduction in revenue requirement ($211,276)
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Information Leaving this File
PENSIONS

Forecasted
Account Amount

926400 1,246,230 Going out to K_cos10
926800 0

Check Total Check Total Check Total
Per Col C Per Pivot Per Database
1,246,230 1,246,230 1,246,230
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Kentucky American Water
2010 2011

Pension Expense 1,586,200 1,516,160
O & M % 81.26% 81.26% 81.26%

1,288,914 1,232,001
107,410 102,667
322,229 924,001 1,246,230
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Information Leaving this File
GROUP INSURANCE

Forecasted
Account Amount

926110 1,379,328 Going out to K_cos10
926100 894,954
926360 0 Check Total Check Total Check Total
926160 0 Per Col C Per Pivot Per Database

2,274,282 2,274,282 2,274,282
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Kentucky American Water Company
GROUP INSURANCE-ATTRITION YEAR
Attrition year September 2011
estimated increase 0.00%

BILLING RATES
DETERMINANT EFFECTIVE

ACTIVE EMPLOYEES COVERAGE 1/1/2010 PREMIUM
LIFE INSURANCE

(1) LIFE - BASIC (NON-BARGAINING) 7,559,400 $0.153 $1,157
(2) LIFE - BASIC (BARGAINING) 4,244,553 0.153 $649
(3) A.D. & D. ($10,000 COVERAGE PER EMPLOYEE) 760,000 0.020 $15
(4) A.D. & D. (NON-BARGAINING) 7,559,400 0.020 $151
(5) LIFE - VOLUNTARY UNDER 30 0.063
(6) LIFE - VOLUNTARY UNDER 30-34 0.084
(7) LIFE - VOLUNTARY UNDER 35-39 0.105
(8) LIFE - VOLUNTARY UNDER 40-44 0.126
(9) LIFE - VOLUNTARY UNDER 45-49 0.200
(10) LIFE - VOLUNTARY UNDER 50-54 0.336
(11) LIFE - VOLUNTARY UNDER 55-59 0.620
12) LIFE - VOLUNTARY UNDER 60-64 0.788
(13) LIFE - VOLUNTARY UNDER 65-69 1.439
(14) LIFE - VOLUNTARY UNDER 70 AND OVER 2.321
(15) LIFE - DEPENDENT SPOUSE 5.000
(16) LIFE - DEPENDENT CHILDREN 1.200
(17) LIFE - SUPPLEMENTAL 0.298
(18) LIFE - OPTIONAL 0.298

DISABILITY
(19) LONG TERM DISABILITY (NON UNION ONLY) 419,967 0.40 $1,680
(20) SHORT TERM MANAGED 152 2.66 $404
(21) A & S - COVERAGE FOR NEW JERSEY ONLY

MEDICAL, DENTAL & PRESCRIPTION COVERAGE
(22) EMPLOYEES WITHOUT DEPENDENT COVERAGE. (UNION & NON-UNION) 33 419.00          $13,827
(23) EMPLOYEES WITH FAMILY COVERAGE (UNION) 62 1,198.00       $74,276
(24) EMPLOYEE AND FAMILY DENTAL (UNION) 1 70.00            $70
(25) EMPLOYEE AND SPOUSE COVERAGE (NON-UNION) 15 960.00          $14,400
(26) EMPLOYEE AND CHILDREN (NON-UNION) 6 888.00          $5,328
(27) EMPLOYEE AND FAMILY (NON-UNION) 34 1,433.00       $48,722
(28) EMPLOYEE AND SPOUSE COVERAGE DENTAL (NON-UNION) 1 45.00            $45

ACTIVES SUBTOTAL :
$160,725

CONTINUATION OF COVERAGE
MEDICAL, DENTAL & PRESCRIPTION COVERAGE

(29) SINGLE-UNION 1 419.00          419
(30) INDIVIDUAL  (FORMER EMPLOYEE, SPOUSE OR DEPENDENT) 482.00          0
(31) FAMILY (2 OR MORE INDIVIDUALS) 1,188.00       0
(32) UNDER AGE 65 DEPENDENT (1) OF A DECEASED RETIREE 38.76            0
(33) UNDER AGE 65 DEPENDENTS (>1) OF A DECEASED RETIREE 92.82            0

CONTINUATION OF COVERAGE SUBTOTAL : 419                    

TOTAL MONTHLY PREMIUM 161,144

161,144
REIMBURSEMENTS

EMPLOYEES WITHOUT DEPENDENT COVERAGE.(union & non union) (2,209)
EMPLOYEES WITH FAMILY COVERAGE (UNION) (8,866)
EMPLOYEE AND SPOUSE COVERAGE (NON-UNION) (2,243)
EMPLOYEE AND CHILDREN (NON-UNION) (828)
EMPLOYEE AND FAMILY (NON-UNION) (5,542)

NET COMPANY PREMIUM COST 141,456

PERCENTAGE TO OPERATIONS 81.26% 114,944

TO ANNUALIZE 1,379,328

EMPLOYEES "OPTING OUT" OF MEDICAL COVERAGE (ANNUALIZE 0 X $100/MO.) 0

TOTAL ANNUAL COST $1,379,328
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Kentucky American Water
OPEB expense

2010 2011
1,122,000 1,094,500

O&M percentage 81.26% 81.26%
911,715 889,369
75,976 74,114

227,928 667,026 894,954
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Information Leaving this File
MISCELLANEOUS EXP

Forecasted
Account Amount

603100 58,932            Going out to K_cos10
642300 180,304          
643100 119,635          Check Total Check Total Check Total
662100 31,503            Per Col C Per Pivot Per Database
665300 329,764          3,435,170 3,435,170 3,435,170
923200 110,166          
923300 177,248          
923500 671,830          
925300 2,017              
926200 88,497            
930210 619,577          
930600 623,708          
930880 74,350            
930890 24,036            
930230 28,460            DCP-pensions DCP-OPEB's
926600 161,959          149,070 10,139
926250 130,830          128,611
926220 7,323              401K

3,440,139       
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 
5. Refer to Kentucky-American’s responses to the Commission Staff’s Second Information 

Request, Item 20. 
 

a. The American Water Works Service Company (“Service Company”) pension 
costs increased from $1.4 million in 2004 to $20.8 million in 2009, which is an 
increase of $19.4 million or 1,385.71 percent.  Provide a detailed analysis to 
explain why the Service Company pension cost increased by 1,385.71 percent 
during this period. 

 
b. The Service Company group insurance/OPEB costs increased from $11 million in 

2004 to $19 million in 2009, which is an increase of $8 million or 72.73 percent.  
Provide a detailed analysis to explain why the Service Company group 
insurance/OPEB costs increased by 72.73 percent during this period. 

 
c. Kentucky-American states that, from 2004 to 2009, its customer growth has 

outpaced the “growth of American Water System.”  Provide a study that shows 
the direct correlation of the cost of the services provided to Kentucky-American 
by the Service Company to the number of Kentucky-American’s customers. 

 
d. Provide a list of the “technological improvements” that were implemented at the 

call center prior to 2006 and the costs incurred to implement the improvements. 
 
e. In several categories, Kentucky-American references costs that increased due to 

American Water Works becoming a publicly traded company.    Provide a 
schedule listing the service company expenses that are a result of American Water 
Works becoming a publicly traded company and includes the amounts that are 
allocated to Kentucky-American. 

 
f. Given that 100 percent of the Service Company costs are allocated to the 

operating subsidiaries, explain incentives that the Service Company has to 
maintain the costs. 

 
Response: 
 

a. The increase in Service Company pension costs between 2004 and 2009 was 
caused by several factors.  Please see attachment for a breakdown of pension costs 
by year.   
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The Service Company originally recorded pension expense using the ERISA 
method until December 2006, recording the company’s funding to the pension 
fund as expense and billing that amount to the operating utilities.  Since then the 
Service Company has recorded pension expense equal to the amount accrued 
under FAS 87.  The FAS 87 pension cost in 2004 was 6,675,903.  When 
compared to the FAS 87 pension cost in 2009 of $18,912,298, the increase is 
183.29 percent. 
 
The number of service company participants in the plan grew 41.5% from 766 in 
2004 to 1,084 in 2009.  This increase in service company employees was 
primarily attributable to the transfer of functions previously performed by 
employees at the regulated subsidiary level, and to staff the call center to address 
increased call volume and customer service requests.  Please see the testimony of 
Michael Miller (Exhibit MAM-7) for a discussion and supporting schedule 
addressing the shift in costs from KAW to AWWSC.  The total cost per 
participant in 2004 was $8,715.  In 2008, the total cost per participant was $8,906 
which is only a 2.19 percent increase.  The cost per participant rose to $17,447 in 
2009 which is a 100.19 percent increase when compared to 2004.  The rise in 
pension costs in 2009 was primarily due to an increase in the amortization of 
actuarial losses attributable to lower than expected returns (or losses) on plan 
assets in 2008 as a result of the decline in the economic environment and financial 
markets.  Please see the response to KAW_R_AGDR1#49_CONF_042610, pages 
52-54 (MS 2-4) for explanations. 
 

b. Please see attachment.  The increase in Service Company group insurance costs 
was mainly due to rising health care costs and an increase in Service Company 
employees.  The number of full time equivalents (FTE’s) grew from 1,140 in 
2004 to 1,668 in 2009 which is a 46.31 percent increase.  Please see the response 
to part a. above concerning the shift of employees from KAW to AWWSC.  The 
cost per FTE rose 21.48 percent from $7,404 in 2004 to $8,995 in 2009. 

 
The market conditions noted in part A were the primary reason for the increase in 
Service Company OPEB costs.  The cost per participant in 2004 was $2,609.  
When compared to the cost of $2,808 in 2008, there is only a 7.64 percent 
increase.  In 2009, the cost per participant rose to $4,382 which is a 67.97 percent 
increase when compared to 2004.  Please see the response to 
KAW_R_AGDR1#50_CONF_042610, page 39 (MS 7) for explanations. 

 
c. See the attached schedules.  As shown on those schedules KAW’s allocation of 

costs based on its ratio of customers to the total customers of AWW increased 
from 3.47% in 2004 to 3.59% in 2009.  As stated in the 1989 Service Company 
Agreement, AWW each year shall update the customers and recalculate the 
customer allocation formulas based on the most recent actual data to allocate costs 
in the upcoming year.  As provided in the response to PSC-2-20, KAW’s 
customer growth rate from 2004-2009 exceeded the growth rate for the remaining 
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AWW regulated subsidiaries leading to the increase of $154,000 related to 
changes in customer allocation formulas. 
 

d. Prior to 2006, the company implemented an Interactive Voice Recognition (IVR) 
System and also a Mobile Workforce Management System, which included 
laptops in the field service representative vehicles that allowed them to place and 
receive work-order communications directly to/from the call center 
representatives, and a scheduling module that allows service orders to be 
scheduled at the convenience of the customers.  The cost to KAWC for the two 
projects was $110,824 and 537,611, respectively.  

 
e. The Service Company did experience some increase in on-going costs due to 

being a publicly traded company, but it is not possible to fully quantify those 
costs.  The Company is now required to file quarterly and annual reports with the 
SEC (10-q and 10-k, shelf registrations, etc.) and this has added a level of 
incremental increase in the AWWSC accounting function costs.  The Company 
does now have to provide management representations concerning internal 
controls and the external auditors have to provide an opinion on management’s 
representations about internal controls (Sec. 303 and Sec. 404 certifications).  In 
addition the Company has created an investor relations functional area to address 
stock analyst activities, and address activities driven by potential investors and 
bond rating agencies as required of a public traded company.  The internal control 
and compliance functional area has been centralized to address all areas of 
internal control development and assurance testing required to address the SOX 
303 certification process.  However, a large portion of the compliance function 
activities surrounding developing and testing internal controls was previously 
performed by regional accounting/finance prior to becoming a publicly traded 
company, a process that any well-run utility would perform whether publicly 
traded or not.   Please see the cost of those two business units below.  While we 
have listed the entire cost of those centralized functional areas it is not possible to 
quantify the exact amount that has been added due to becoming a publicly traded 
company, but some portion of those costs have increased due to becoming a 
publicly traded company.  The other functional areas that were impacted are legal 
and internal audit.  Again there has been an increase in activities surrounding 
internal control evaluation and SEC filings.  The company cannot quantify the 
costs for these business units due to the integration of different types of work 
being performed by the same business unit.  For example, the Accounting 
Department performs monthly accounting and financial reporting, but they also 
own and maintain certain internal controls that are required by the Sarbanes Oxley 
Act.   

 
Cost for Corporate Finance-Reporting and Compliance Bus Unit for 2009: 
 
Total = $3,066,183 Billed to KAWC = $100,612 
 
Cost for Investor Relations Business Unit for 2009: 
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Total = $999,434 Billed to KAWC = $19,518 

 
f. The service company bills out 100% of its costs to operating subsidiaries and 

other affiliates as well as American Water itself.   It should also be noted that the 
service company is an “at cost” enterprise. Being an at-cost enterprise, the service 
company does not and cannot generate earnings above its level of expenses.  By 
design the service company cannot produce more net income for any affiliate.  
Being that AWWSC produces no profit for AWW, there is no incentive to inflate 
the costs of AWWSC beyond the level necessary to meet the services required by 
the AWW subsidiaries as outlined in the 1989 Service Company Agreement, 
particularly if such cost increases were not needed and resulted in under recovery 
of those costs in rate proceedings.  The Company believes this a strong incentive 
for AWW and KAW to utilize AWWSC to provide water service at the most 
reasonable cost possible, while maintaining a high level of service.  The Company 
believes the use of AWWSC to take advantage of the economies of scale of the 
AWW system through cost sharing and expertise sharing with the other 
subsidiaries has resulted in reasonable costs for the customers of KAW.  See the 
direct testimony of Michael Miller, Exhibit MAM-7.   Additionally, individual 
AWWSC employees are incentivized under the Annual Incentive Plan to find 
means to reduce costs without sacrificing quality of service.  

 
 For the electronic version of this response, refer to KAW_R_PSCDR3#5_052810.pdf. 
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Kentucky American 2004 Allocation on Total Customer Count
Reponse to PSC-3-5©

100001 CP-ALL REGULATED CO'S (W &WW)
05 CALIFORNIA-AMERICAN
09 ILLINOIS-AMERICAN
10 INDIANA-AMERICAN
11 IOWA-AMERICAN
12 KENTUCKY-AMERICAN
13 MARYLAND-AMERICAN
16 MICHIGAN-AMERICAN
17 MISSOURI-AMERICAN
18 NEW JERSEY-AMERICAN
19 NEW MEXICO-AMERICAN
22 OHIO-AMERICAN
23 ARIZONA-AMERICAN
24 PENNSYLVANIA-AMERICAN
26 TENNESSEE-AMERICAN
27 VIRGINIA-AMERICAN
28 WEST VIRGINIA-AMERICAN
30 HAWAII-AMERICAN
38 LONG ISLAND-AMERICAN
42 UNITED WATER VIRGINIA
50 TEXAS-AMERICAN
52 ELIZABETHTOWN WATER Co
53 MtHOLLYWATERCo

171,783
290,409
276,611

59,002
110,790

4,766
3,820

454,506
387,703

16,145
58,129

131,241
627,403

72,013
53,642

165,857
10,393
73,754

2,209
5,190

203,130
15,185

5.38%
9.09%
8.66%
1.85%
3.47%
0.15%
0.12%

14.23%
12.14%
0.51%
1.82%
4.11%

19.64%
2.25%
1.68%
5.19%
0.33%
2.31%
0.07%
0.16%
6.36%
0.48%

Total o o 3,193,681 100.00%
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Kentucky American
Response to PSC-3-5©

AMERICAN WATER WORKS SERVICE COMP
CUSTOMER COUNT

12/3112009

05 CALIFORNIA·AMERICAN 169,342 2,512 171,854 5.17%
09 ILLINOIS·AMERICAN 276,871 31,605 308,476 9.27%
10 INDIANA·AMERICAN 282,625 463 283,088 8.51%
11 IOWA·AMERICAN 60,853 60,853 1.83%
12 KENTUCKY-AMERICAN 118,855 718 119,573 3.59%
13 MARYLAND·AMERICAN 4,875 4,875 0.15%
16 MICHIGAN·AMERICAN 3,679 3,679 0.11%
17 MISSOURI·AMERICAN 456,404 1,092 457,496 13.75%
18 NEW JERSEY·AMERICAN 610,192 29,278 639,470 19.22%
19 NEW MEXICO·AMERICAN 17,195 17,195 0.52%
22 OHIO·AMERICAN 50,578 6,563 57,141 1.72%
23 ARIZONA-AMERICAN 106,365 51,408 157,773 4.74%
24 PENNSYLVANIA·AMERICAN 634,977 17,300 652,277 19.61 %
26 TENNESSEE·AMERICAN 74,475 74,475 2.24%
27 VIRGINIA·AMERICAN 54,898 54,898 1.65%
28 WEST VIRGINIA-AMERICAN 170,912 1,094 172,006 5.17%
30 HAWAII·AMERICAN 9,904 9,904 0.30%
38 LONG ISLAND·AMERICAN 73,966 73,966 2.22%
42 UNITED WATER VIRGINIA 2,594 2,594 0.08%
50 TEXAS·AMERICAN 4,170 1,081 5,251 0.16%

3,173,826 153,018 3,326,844 100.00%
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  John Spanos/Sheila Miller 
 
6. Refer to Kentucky-American’s response to the Commission Staff’s Second Information 

Request, Item 43. 
 

a. Kentucky-American recalculated its depreciation rates for all of the plant in 
service as of December 31, 2010 and the Kentucky River Station 2 costs of 
$163,891,660.  Provide a revised schedule “Estimated Survivor Curve, Original 
Cost, Book Depreciation Reserve and Calculated Annual Depreciation Accruals 
Related to Utility Plant at December 31, 2010,” pages 6 through 9, using the 13-
month utility plant balances that are included in the forecasted rate base.  In the 
revised schedule, itemize the costs of the Kentucky River Station 2 facilities, the 
accrual rates and the composite remaining life. 

 
b. Recalculate Kentucky-American’s forecasted revenue requirement, rate base, and 

cost-of-service study to take into account the revised accrual rates. 
 
c. Provide all documents, state assumptions, and show all calculations used to 

determine the effect revised accrual rates will have on each forecasted element of 
revenue requirement, rate base, and cost-of-service study. 

 
d. Provide a reconciliation of the Kentucky River Station 2 balances used in the 

depreciation schedule to the Kentucky River Station 2 costs that Kentucky-
American provided in its response to the Commission Staff’s Second Information 
Request, Item 44. 

 
Response: 
 

a. Please see the attached schedule. 
  
b.                                      Original     Revised             Variance 
 Revenue Requirement  $25,848,286  $25,694,081     ($154,205) 
 Rate Base            $362,672,028           $362,709,889       $37,861 
 Depreciation Expense  $11,522,568        $11,171,488    ($351,080) 
 Property Tax                 $4,429,174    $4,429,581               $407 
  
c. See attached. 
 
d. The attached schedule sets forth reconciliation of the $163,891,660 of forecasted 

plant utilization in response to Commission Staff Item 43 versus Item 44.  The 
information used by Mr. Spanos in responding to PSC-2-43 utilized the utility 
plant balances by 300 account while the information utilized in the response to 
PSC-2-44 was broken down by the various contracts and not by 300 utility plant 
account. 

 
 For the electronic version, refer to KAW_R_PSCDR3#6_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY
DEFERRED INCOME TAXES
CASE NO:  2010-00036

Deferred Debits
Base Forecasted Avg Forecast

Deferred Taxes
  SIT Liability 105,460 100,175 102,028
  FIT Liability 578,270 549,296 559,456
Total 683,730 649,471 661,484

Deferred Maintenance
Base Forecasted Avg Forecast

Deferred Taxes
  SIT Liability 145,359 204,332 162,494
  FIT Liability 797,053 1,120,421 891,010
Total 942,412 1,324,753 1,053,504

Deferred Tax Info for UPIS
Base Forecasted Avg Forecast

Deferred Taxes

  SIT &  FIT Liability 43,815,150 47,399,681 46,359,897
Subtotal 43,815,150 47,399,681 46,359,897
Reg Assets/Liab (7,202,607) (7,917,793) (7,979,767)
Total 36,612,543 39,481,888 38,380,130

LEXINGTON
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Information Linked to Other Files

SIT FIT
Forecasted Deferred Tax Expense UPIS $359,779 $1,972,789 K_COS10 file

Deferred Taxes SIT FIT
DeferredTaxes - End of Base Period 5,588,464 38,226,686 K_RB10 file
Deferred Taxes - End of Forecasted Period 6,141,348 41,258,333 K_RB10 file
Average Deferred Taxes - Forecasted Period 5,980,970 40,378,927 K_RB10 file 38,380,130

Regulatory Assets/Liabilities
End of Base Period (7,202,607)
End of Forecasted Period (7,917,793)
Average Forecasted Period (7,979,767)

Deferred Tax Expense
Forecast

Deferred SIT Expense 359,779 UPIS
Deferred FIT Expense 1,972,789

Def SIT Reg Asset/Liab 11,460 Regulatory Assets/Liabilities
Def FIT Reg Asset / Liab 260,569

KAW_R_PSCDR3#6_052810 
Page 87 of 94



K
en

tu
ck

y-
A

m
er

ic
an

 W
at

er
 C

om
pa

ny
D

ef
er

re
d 

Ta
xe

s 
an

d 
R

eg
ul

at
or

y 
A

ss
et

s/
Li

ab
ili

tie
s

R
el

at
ed

 to
 U

PI
S 

In
ve

st
m

en
t

C
A

SE
 N

O
:  

20
10

-0
00

36
D

ef
er

re
d

D
ef

er
re

d
To

ta
l 

R
eg

ul
at

or
y

M
on

th
B

oo
k 

B
as

is
Ta

x 
B

as
is

N
et

 C
ha

ng
e

S
IT

 E
xp

en
se

FI
T 

E
xp

en
se

D
ef

er
re

d 
S

IT
D

ef
er

re
d 

FI
T

D
ef

er
re

d 
Ta

xe
s

A
ss

et
s/

Li
ab

B
al

an
ce

 1
1/

09
$5

,2
93

,7
08

$3
6,

61
0,

43
6

41
,9

04
,1

44
(5

,6
87

,1
99

)
D

ec
-0

9
$1

25
,3

03
($

51
3,

68
1)

$6
38

,9
84

$3
8,

33
9

$2
10

,2
26

5,
33

2,
04

7
36

,8
20

,6
62

42
,1

52
,7

09
(5

,9
13

,2
43

)
Ja

n-
10

85
8,

43
0

70
,0

58
78

8,
37

2
$4

7,
30

2
25

9,
37

5
5,

37
9,

34
9

37
,0

80
,0

37
42

,4
59

,3
86

(6
,1

50
,9

40
)

Fe
b-

10
(2

77
,0

16
)

(1
,1

04
,4

03
)

82
7,

38
7

$4
9,

64
3

27
2,

21
0

5,
42

8,
99

2
37

,3
52

,2
47

42
,7

81
,2

39
(6

,4
00

,4
98

)
M

ar
-1

0
68

,8
22

(7
84

,9
35

)
85

3,
75

8
$5

1,
22

5
28

0,
88

6
5,

48
0,

21
7

37
,6

33
,1

33
43

,1
13

,3
50

(6
,6

58
,1

09
)

A
pr

-1
0

5,
04

8
(8

81
,1

86
)

88
6,

23
5

$5
3,

17
4

29
1,

57
1

5,
53

3,
39

1
37

,9
24

,7
04

43
,4

58
,0

95
(6

,9
25

,6
09

)
M

ay
-1

0
18

5,
68

5
(7

32
,1

93
)

91
7,

87
9

$5
5,

07
3

30
1,

98
2

5,
58

8,
46

4
38

,2
26

,6
86

43
,8

15
,1

50
(7

,2
02

,6
07

)
Ju

n-
10

31
6,

89
7

(6
24

,9
85

)
94

1,
88

2
$5

6,
51

3
30

9,
87

9
5,

64
4,

97
7

38
,5

36
,5

65
44

,1
81

,5
42

(7
,4

87
,5

15
)

Ju
l-1

0
68

7,
45

3
(2

85
,8

20
)

97
3,

27
2

$5
8,

39
6

32
0,

20
7

5,
70

3,
37

3
38

,8
56

,7
72

44
,5

60
,1

45
(7

,7
80

,6
03

)
A

ug
-1

0
1,

29
8,

92
4

30
1,

34
6

99
7,

57
8

$5
9,

85
5

32
8,

20
3

5,
76

3,
22

8
39

,1
84

,9
75

44
,9

48
,2

03
(8

,0
80

,0
07

)
S

ep
-1

0
16

1,
82

8,
37

4
16

1,
52

2,
69

3
30

5,
68

1
$1

8,
34

1
10

0,
56

9
5,

78
1,

56
9

39
,2

85
,5

44
45

,0
67

,1
13

(8
,0

69
,8

95
)

O
ct

-1
0

3,
01

9,
63

9
2,

75
0,

60
2

26
9,

03
6

$1
6,

14
2

88
,5

13
5,

79
7,

71
1

39
,3

74
,0

57
45

,1
71

,7
68

(8
,0

59
,5

97
)

N
ov

-1
0

16
6,

64
6

(8
74

,2
60

)
1,

04
0,

90
6

$6
2,

45
4

34
2,

45
8

5,
86

0,
16

5
39

,7
16

,5
15

45
,5

76
,6

80
(8

,0
50

,6
86

)
D

ec
-1

0
4,

86
1,

59
4

3,
70

7,
27

4
1,

15
4,

32
0

$6
9,

25
9

37
9,

77
1

5,
92

9,
42

4
40

,0
96

,2
86

46
,0

25
,7

10
(8

,0
29

,1
14

)
Ja

n-
11

(4
90

,4
37

)
(8

49
,9

10
)

35
9,

47
3

$2
1,

56
8

11
8,

26
7

5,
95

0,
99

2
40

,2
14

,5
53

46
,1

65
,5

45
(8

,0
07

,3
12

)
Fe

b-
11

(6
89

,8
45

)
(1

,0
51

,8
21

)
36

1,
97

6
$2

1,
71

9
11

9,
09

0
5,

97
2,

71
1

40
,3

33
,6

43
46

,3
06

,3
54

(7
,9

86
,6

12
)

M
ar

-1
1

(4
10

,6
23

)
(7

76
,5

19
)

36
5,

89
6

$2
1,

95
4

12
0,

38
0

5,
99

4,
66

5
40

,4
54

,0
23

46
,4

48
,6

88
(7

,9
67

,3
76

)
A

pr
-1

1
(6

51
,3

66
)

(1
,0

23
,3

69
)

37
2,

00
3

$2
2,

32
0

12
2,

38
9

6,
01

6,
98

5
40

,5
76

,4
12

46
,5

93
,3

97
(7

,9
50

,4
47

)
M

ay
-1

1
(1

42
,7

94
)

(5
29

,1
17

)
38

6,
32

3
$2

3,
17

9
12

7,
10

0
6,

04
0,

16
4

40
,7

03
,5

12
46

,7
43

,6
76

(7
,9

36
,3

83
)

Ju
n-

11
12

4,
06

4
(2

73
,2

32
)

39
7,

29
6

$2
3,

83
8

13
0,

71
0

6,
06

4,
00

2
40

,8
34

,2
22

46
,8

98
,2

24
(7

,9
25

,7
49

)
Ju

l-1
1

10
2,

81
5

(3
07

,8
60

)
41

0,
67

5
$2

4,
64

1
13

5,
11

2
6,

08
8,

64
3

40
,9

69
,3

34
47

,0
57

,9
77

(7
,9

19
,2

33
)

A
ug

-1
1

61
4,

93
4

18
8,

54
2

42
6,

39
2

$2
5,

58
4

14
0,

28
3

6,
11

4,
22

7
41

,1
09

,6
17

47
,2

23
,8

44
(7

,9
16

,7
76

)
S

ep
-1

1
48

3,
54

6
31

,5
22

45
2,

02
4

$2
7,

12
1

14
8,

71
6

6,
14

1,
34

8
41

,2
58

,3
33

47
,3

99
,6

81
(7

,9
17

,7
93

)

Fo
re

ca
st

ed
 D

ef
er

re
d 

Ta
x 

E
xp

en
se

 U
P

IS
$3

59
,7

79
$1

,9
72

,7
89

To
ta

l D
ef

 T
ax

es
B

al
an

ce
 D

ef
er

re
d 

In
co

m
e 

Ta
xe

s 
- E

nd
 o

f B
as

e 
P

er
io

d
$5

,5
88

,4
64

$3
8,

22
6,

68
6

$4
3,

81
5,

15
0

($
7,

20
2,

60
7)

$3
6,

61
2,

54
4

B
al

an
ce

 D
ef

er
re

d 
In

co
m

e 
Ta

xe
s 

- E
nd

 o
f F

or
ec

as
te

d 
P

er
io

d
$6

,1
41

,3
48

$4
1,

25
8,

33
3

$4
7,

39
9,

68
1

($
7,

91
7,

79
3)

$3
9,

48
1,

88
9

A
ve

ra
ge

 B
al

an
ce

 D
ef

er
re

d 
In

co
m

e 
Ta

xe
s 

- F
or

ec
as

te
d 

P
er

io
d

$5
,9

80
,9

70
$4

0,
37

8,
92

7
$4

6,
35

9,
89

7
($

7,
97

9,
76

7)
$3

8,
38

0,
13

0

C
ha

ng
e 

in
 B

al
an

ce
s

KAW_R_PSCDR3#6_052810 
Page 88 of 94



K
en

tu
ck

y-
A

m
er

ic
an

 W
at

er
 C

om
pa

ny
B

oo
k 

B
as

is
 P

ro
pe

rt
y

C
A

SE
 N

O
:  

20
10

-0
00

36
do

es
 n

ot
 in

cl
ac

ct
 2

56
23

2 
&

 2
56

25
0

B
oo

k 
B

as
is

:

U
til

ity
 P

la
nt

A
cc

um
ul

at
ed

E
qu

ity
P

la
nt

 F
lo

w
C

us
to

m
er

 
E

xc
es

s
G

ro
ss

-u
p

in
 S

er
vi

ce
R

es
er

ve
G

ro
ss

up
Th

ro
ug

h
O

th
er

A
dv

an
ce

s
C

IA
C

IT
C

D
ef

er
re

d 
Ta

xe
s

IT
C

To
ta

l
A

cc
ou

nt
10

10
00

10
8x

xx
18

60
30

/0
35

/0
55

18
60

40
18

60
45

25
2x

xx
27

1x
xx

/2
72

00
0

25
5x

xx
25

62
12

/2
56

22
0

25
63

10
/3

11
/3

12
B

al
an

ce
 1

1/
09

38
0,

15
2,

00
1

(9
9,

91
5,

89
8)

4,
40

5,
17

8
3,

24
1,

39
1

(4
31

,0
57

)
(1

5,
86

5,
98

9)
(4

6,
52

2,
31

1)
(1

,0
55

,2
83

)
(9

29
,6

96
)

(5
98

,6
17

)
22

2,
47

9,
71

9
N

et
 C

ha
ng

e
1,

05
2,

62
2

(6
28

,5
08

)
24

9,
04

7
(3

8,
48

7)
2,

00
8

(2
81

,9
39

)
(2

49
,9

81
)

7,
06

5
9,

43
7

4,
03

9
12

5,
30

3
D

ec
-0

9
38

1,
20

4,
62

3
(1

00
,5

44
,4

06
)

4,
65

4,
22

5
3,

20
2,

90
4

(4
29

,0
49

)
(1

6,
14

7,
92

8)
(4

6,
77

2,
29

2)
(1

,0
48

,2
18

)
(9

20
,2

59
)

(5
94

,5
78

)
22

2,
60

5,
02

2
N

et
 C

ha
ng

e
1,

70
4,

34
7

(6
72

,2
48

)
26

2,
98

9
(4

0,
77

5)
2,

00
8

(2
8,

60
0)

(3
89

,8
34

)
7,

06
8

9,
43

6
4,

03
9

85
8,

43
0

Ja
n-

10
38

2,
90

8,
97

0
(1

01
,2

16
,6

54
)

4,
91

7,
21

4
3,

16
2,

12
9

(4
27

,0
41

)
(1

6,
17

6,
52

8)
(4

7,
16

2,
12

6)
(1

,0
41

,1
50

)
(9

10
,8

23
)

(5
90

,5
39

)
22

3,
46

3,
45

2
N

et
 C

ha
ng

e
55

1,
72

5
(6

32
,1

62
)

27
4,

84
9

(4
0,

77
5)

2,
00

8
(2

54
,0

00
)

(1
99

,2
05

)
7,

06
8

9,
43

6
4,

04
0

(2
77

,0
16

)
Fe

b-
10

38
3,

46
0,

69
5

(1
01

,8
48

,8
15

)
5,

19
2,

06
3

3,
12

1,
35

4
(4

25
,0

33
)

(1
6,

43
0,

52
8)

(4
7,

36
1,

33
1)

(1
,0

34
,0

82
)

(9
01

,3
87

)
(5

86
,4

99
)

22
3,

18
6,

43
7

N
et

 C
ha

ng
e

63
4,

58
6

(5
64

,7
77

)
28

2,
90

2
(4

0,
77

5)
2,

00
8

(4
5,

00
0)

(2
20

,6
66

)
7,

06
8

9,
43

6
4,

04
0

68
,8

22
M

ar
-1

0
38

4,
09

5,
28

1
(1

02
,4

13
,5

92
)

5,
47

4,
96

5
3,

08
0,

57
9

(4
23

,0
25

)
(1

6,
47

5,
52

8)
(4

7,
58

1,
99

7)
(1

,0
27

,0
14

)
(8

91
,9

51
)

(5
82

,4
59

)
22

3,
25

5,
25

9
N

et
 C

ha
ng

e
61

8,
03

6
(4

90
,4

22
)

29
2,

79
0

(4
0,

77
5)

2,
00

8
(1

76
,0

00
)

(2
21

,1
34

)
7,

06
8

9,
43

6
4,

04
1

5,
04

8
A

pr
-1

0
38

4,
71

3,
31

7
(1

02
,9

04
,0

13
)

5,
76

7,
75

5
3,

03
9,

80
4

(4
21

,0
17

)
(1

6,
65

1,
52

8)
(4

7,
80

3,
13

1)
(1

,0
19

,9
46

)
(8

82
,5

15
)

(5
78

,4
18

)
22

3,
26

0,
30

8
N

et
 C

ha
ng

e
83

1,
46

0
(4

38
,2

26
)

30
2,

28
9

(4
0,

77
5)

2,
00

8
(2

70
,0

00
)

(2
21

,6
14

)
7,

06
7

9,
43

6
4,

04
0

18
5,

68
5

M
ay

-1
0

38
5,

54
4,

77
7

(1
03

,3
42

,2
39

)
6,

07
0,

04
4

2,
99

9,
02

9
(4

19
,0

09
)

(1
6,

92
1,

52
8)

(4
8,

02
4,

74
5)

(1
,0

12
,8

79
)

(8
73

,0
79

)
(5

74
,3

78
)

22
3,

44
5,

99
3

N
et

 C
ha

ng
e

88
9,

04
1

(4
20

,0
12

)
31

0,
19

6
(4

0,
77

5)
2,

00
9

(2
22

,0
00

)
(2

22
,1

07
)

7,
06

6
9,

43
7

4,
04

1
31

6,
89

7
Ju

n-
10

38
6,

43
3,

81
8

(1
03

,7
62

,2
51

)
6,

38
0,

24
0

2,
95

8,
25

4
(4

17
,0

00
)

(1
7,

14
3,

52
8)

(4
8,

24
6,

85
2)

(1
,0

05
,8

13
)

(8
63

,6
42

)
(5

70
,3

37
)

22
3,

76
2,

89
0

N
et

 C
ha

ng
e

1,
11

8,
46

2
(3

81
,5

90
)

31
8,

37
6

(4
0,

77
5)

2,
00

9
(1

37
,0

00
)

(2
12

,5
74

)
7,

06
6

9,
43

8
4,

04
0

68
7,

45
3

Ju
l-1

0
38

7,
55

2,
28

0
(1

04
,1

43
,8

40
)

6,
69

8,
61

6
2,

91
7,

47
9

(4
14

,9
91

)
(1

7,
28

0,
52

8)
(4

8,
45

9,
42

6)
(9

98
,7

47
)

(8
54

,2
04

)
(5

66
,2

97
)

22
4,

45
0,

34
2

N
et

 C
ha

ng
e

1,
85

0,
71

9
(4

62
,1

89
)

32
4,

69
1

(4
0,

77
5)

2,
00

9
(1

93
,0

00
)

(2
03

,0
76

)
7,

06
6

9,
43

8
4,

04
1

1,
29

8,
92

4
A

ug
-1

0
38

9,
40

2,
99

9
(1

04
,6

06
,0

29
)

7,
02

3,
30

7
2,

87
6,

70
4

(4
12

,9
82

)
(1

7,
47

3,
52

8)
(4

8,
66

2,
50

2)
(9

91
,6

81
)

(8
44

,7
66

)
(5

62
,2

56
)

22
5,

74
9,

26
6

N
et

 C
ha

ng
e

16
2,

91
6,

61
3

(7
74

,5
91

)
15

,1
77

(4
0,

77
5)

2,
00

8
(7

9,
00

0)
(2

31
,6

01
)

7,
06

5
9,

43
8

4,
04

0
16

1,
82

8,
37

4
S

ep
-1

0
55

2,
31

9,
61

2
(1

05
,3

80
,6

20
)

7,
03

8,
48

4
2,

83
5,

92
9

(4
10

,9
74

)
(1

7,
55

2,
52

8)
(4

8,
89

4,
10

3)
(9

84
,6

16
)

(8
35

,3
28

)
(5

58
,2

16
)

38
7,

57
7,

64
0

N
et

 C
ha

ng
e

4,
16

8,
33

4
(9

11
,4

96
)

14
,9

91
(4

0,
77

5)
2,

00
8

(2
6,

00
0)

(2
07

,9
66

)
7,

06
5

9,
43

8
4,

04
0

3,
01

9,
63

9
O

ct
-1

0
55

6,
48

7,
94

6
(1

06
,2

92
,1

16
)

7,
05

3,
47

5
2,

79
5,

15
4

(4
08

,9
66

)
(1

7,
57

8,
52

8)
(4

9,
10

2,
06

9)
(9

77
,5

51
)

(8
25

,8
90

)
(5

54
,1

76
)

39
0,

59
7,

27
9

N
et

 C
ha

ng
e

1,
67

5,
98

5
(9

25
,8

05
)

16
,3

77
(4

0,
77

5)
2,

00
9

(1
77

,0
00

)
(4

04
,6

88
)

7,
06

5
9,

43
8

4,
04

0
16

6,
64

6
N

ov
-1

0
55

8,
16

3,
93

1
(1

07
,2

17
,9

21
)

7,
06

9,
85

2
2,

75
4,

37
9

(4
06

,9
57

)
(1

7,
75

5,
52

8)
(4

9,
50

6,
75

7)
(9

70
,4

86
)

(8
16

,4
52

)
(5

50
,1

36
)

39
0,

76
3,

92
5

N
et

 C
ha

ng
e

6,
56

2,
35

7
(9

16
,4

28
)

3,
71

7
(4

0,
77

5)
2,

00
8

(2
84

,4
00

)
(4

85
,4

28
)

7,
06

5
9,

43
8

4,
04

0
4,

86
1,

59
4

D
ec

-1
0

56
4,

72
6,

28
8

(1
08

,1
34

,3
49

)
7,

07
3,

56
9

2,
71

3,
60

4
(4

04
,9

49
)

(1
8,

03
9,

92
8)

(4
9,

99
2,

18
5)

(9
63

,4
21

)
(8

07
,0

14
)

(5
46

,0
96

)
39

5,
62

5,
51

9
N

et
 C

ha
ng

e
1,

15
2,

67
0

(1
,0

09
,8

57
)

5,
40

4
(4

2,
69

1)
2,

00
8

(4
55

,8
00

)
(1

62
,7

13
)

7,
06

5
9,

43
8

4,
03

9
(4

90
,4

37
)

Ja
n-

11
56

5,
87

8,
95

8
(1

09
,1

44
,2

06
)

7,
07

8,
97

3
2,

67
0,

91
3

(4
02

,9
41

)
(1

8,
49

5,
72

8)
(5

0,
15

4,
89

8)
(9

56
,3

56
)

(7
97

,5
76

)
(5

42
,0

57
)

39
5,

13
5,

08
2

N
et

 C
ha

ng
e

70
8,

78
8

(9
83

,9
53

)
6,

50
5

(4
2,

69
1)

2,
00

8
(2

28
,0

00
)

(1
73

,0
48

)
7,

06
8

9,
43

7
4,

04
1

(6
89

,8
45

)
Fe

b-
11

56
6,

58
7,

74
6

(1
10

,1
28

,1
59

)
7,

08
5,

47
8

2,
62

8,
22

2
(4

00
,9

33
)

(1
8,

72
3,

72
8)

(5
0,

32
7,

94
6)

(9
49

,2
88

)
(7

88
,1

39
)

(5
38

,0
16

)
39

4,
44

5,
23

7
N

et
 C

ha
ng

e
83

2,
35

4
(9

66
,6

90
)

7,
97

0
(4

2,
69

1)
2,

00
8

(9
0,

70
0)

(1
73

,4
17

)
7,

06
6

9,
43

7
4,

04
0

(4
10

,6
23

)
M

ar
-1

1
56

7,
42

0,
10

0
(1

11
,0

94
,8

49
)

7,
09

3,
44

8
2,

58
5,

53
1

(3
98

,9
25

)
(1

8,
81

4,
42

8)
(5

0,
50

1,
36

3)
(9

42
,2

22
)

(7
78

,7
02

)
(5

33
,9

76
)

39
4,

03
4,

61
4

N
et

 C
ha

ng
e

82
9,

14
6

(8
31

,2
69

)
10

,2
76

(4
2,

69
1)

2,
00

8
(4

70
,6

00
)

(1
68

,7
81

)
7,

06
7

9,
43

7
4,

04
1

(6
51

,3
66

)
A

pr
-1

1
56

8,
24

9,
24

6
(1

11
,9

26
,1

18
)

7,
10

3,
72

4
2,

54
2,

84
0

(3
96

,9
17

)
(1

9,
28

5,
02

8)
(5

0,
67

0,
14

4)
(9

35
,1

55
)

(7
69

,2
65

)
(5

29
,9

35
)

39
3,

38
3,

24
8

N
et

 C
ha

ng
e

1,
45

2,
88

4
(8

30
,7

11
)

13
,1

42
(4

2,
69

1)
2,

00
8

(5
83

,8
00

)
(1

74
,1

69
)

7,
06

6
9,

43
7

4,
04

0
(1

42
,7

94
)

M
ay

-1
1

56
9,

70
2,

13
0

(1
12

,7
56

,8
29

)
7,

11
6,

86
6

2,
50

0,
14

9
(3

94
,9

09
)

(1
9,

86
8,

82
8)

(5
0,

84
4,

31
3)

(9
28

,0
89

)
(7

59
,8

28
)

(5
25

,8
95

)
39

3,
24

0,
45

4
N

et
 C

ha
ng

e
1,

31
2,

15
6

(7
89

,2
65

)
16

,5
70

(4
2,

69
1)

2,
00

9
(2

25
,7

00
)

(1
69

,5
60

)
7,

06
7

9,
43

7
4,

04
1

12
4,

06
4

Ju
n-

11
57

1,
01

4,
28

6
(1

13
,5

46
,0

94
)

7,
13

3,
43

6
2,

45
7,

45
8

(3
92

,9
00

)
(2

0,
09

4,
52

8)
(5

1,
01

3,
87

3)
(9

21
,0

22
)

(7
50

,3
91

)
(5

21
,8

54
)

39
3,

36
4,

51
8

N
et

 C
ha

ng
e

1,
49

5,
31

4
(7

86
,1

00
)

20
,6

89
(4

2,
69

1)
2,

00
9

(4
37

,0
00

)
(1

69
,9

50
)

7,
06

7
9,

43
7

4,
04

0
10

2,
81

5
Ju

l-1
1

57
2,

50
9,

60
0

(1
14

,3
32

,1
94

)
7,

15
4,

12
5

2,
41

4,
76

7
(3

90
,8

91
)

(2
0,

53
1,

52
8)

(5
1,

18
3,

82
3)

(9
13

,9
55

)
(7

40
,9

54
)

(5
17

,8
14

)
39

3,
46

7,
33

3
N

et
 C

ha
ng

e
1,

60
9,

57
6

(7
72

,3
49

)
24

,7
46

(4
2,

69
1)

2,
00

9
(5

8,
50

0)
(1

68
,4

02
)

7,
06

6
9,

43
8

4,
04

1
61

4,
93

4
A

ug
-1

1
57

4,
11

9,
17

6
(1

15
,1

04
,5

43
)

7,
17

8,
87

1
2,

37
2,

07
6

(3
88

,8
82

)
(2

0,
59

0,
02

8)
(5

1,
35

2,
22

5)
(9

06
,8

89
)

(7
31

,5
16

)
(5

13
,7

73
)

39
4,

08
2,

26
7

N
et

 C
ha

ng
e

1,
76

5,
31

2
(8

75
,0

33
)

28
,2

24
(4

2,
69

1)
2,

00
8

(2
39

,0
00

)
(1

75
,8

16
)

7,
06

6
9,

43
6

4,
04

0
48

3,
54

6
S

ep
-1

1
57

5,
88

4,
48

8
(1

15
,9

79
,5

76
)

7,
20

7,
09

5
2,

32
9,

38
5

(3
86

,8
74

)
(2

0,
82

9,
02

8)
(5

1,
52

8,
04

1)
(8

99
,8

23
)

(7
22

,0
80

)
(5

09
,7

33
)

39
4,

56
5,

81
3

N
et

 C
ha

ng
e

(4
2,

69
1)

2,
00

8
0

0
7,

06
7

9,
43

7
4,

04
0

(2
0,

13
9)

O
ct

-1
1

57
5,

88
4,

48
8

(1
15

,9
79

,5
76

)
7,

20
7,

09
5

2,
28

6,
69

4
(3

84
,8

66
)

(2
0,

82
9,

02
8)

(5
1,

52
8,

04
1)

(8
92

,7
56

)
(7

12
,6

43
)

(5
05

,6
93

)
39

4,
54

5,
67

4

R
eg

ul
at

or
y 

A
ss

et
s

R
eg

ul
at

or
y 

Li
ab

ili
tie

s

KAW_R_PSCDR3#6_052810 
Page 89 of 94



K
en

tu
ck

y-
A

m
er

ic
an

 W
at

er
 C

om
pa

ny
In

ve
rt

ed
 D

at
a 

fo
r C

al
cu

la
tio

n 
of

 T
ax

 B
as

is
 P

ro
pe

rt
y

N
et

N
et

 C
us

to
m

er
N

et
A

m
or

t
M

on
th

B
k 

B
as

is
R

et
ire

m
en

ts
B

k 
B

as
is

B
k 

D
ep

r
R

et
ire

m
en

ts
B

k 
R

es
er

ve
A

dv
an

ce
s

C
IA

C
C

IA
C

N
et

D
ec

-0
9

1,
11

7,
83

1
65

,2
09

1,
05

2,
62

2
(6

93
,7

17
)

65
,2

09
(6

28
,5

08
)

(2
81

,9
39

)
(1

32
,7

47
)

11
7,

23
4

(2
49

,9
81

)
Ja

n-
10

1,
73

5,
43

0
31

,0
83

1,
70

4,
34

7
(7

03
,3

31
)

31
,0

83
(6

72
,2

48
)

(2
8,

60
0)

(2
72

,0
00

)
11

7,
83

4
(3

89
,8

34
)

Fe
b-

10
62

2,
89

4
71

,1
69

55
1,

72
5

(7
03

,3
31

)
71

,1
69

(6
32

,1
62

)
(2

54
,0

00
)

(8
1,

00
0)

11
8,

20
5

(1
99

,2
05

)
M

ar
-1

0
77

3,
14

0
13

8,
55

4
63

4,
58

6
(7

03
,3

31
)

13
8,

55
4

(5
64

,7
77

)
(4

5,
00

0)
(1

02
,0

00
)

11
8,

66
6

(2
20

,6
66

)
A

pr
-1

0
83

0,
94

5
21

2,
90

9
61

8,
03

6
(7

03
,3

31
)

21
2,

90
9

(4
90

,4
22

)
(1

76
,0

00
)

(1
02

,0
00

)
11

9,
13

4
(2

21
,1

34
)

M
ay

-1
0

1,
09

6,
56

5
26

5,
10

5
83

1,
46

0
(7

03
,3

31
)

26
5,

10
5

(4
38

,2
26

)
(2

70
,0

00
)

(1
02

,0
00

)
11

9,
61

4
(2

21
,6

14
)

Ju
n-

10
1,

17
6,

77
1

28
7,

73
0

88
9,

04
1

(7
07

,7
42

)
28

7,
73

0
(4

20
,0

12
)

(2
22

,0
00

)
(1

02
,0

00
)

12
0,

10
7

(2
22

,1
07

)
Ju

l-1
0

1,
44

4,
61

4
32

6,
15

2
1,

11
8,

46
2

(7
07

,7
42

)
32

6,
15

2
(3

81
,5

90
)

(1
37

,0
00

)
(9

2,
00

0)
12

0,
57

4
(2

12
,5

74
)

A
ug

-1
0

2,
09

9,
74

2
24

9,
02

3
1,

85
0,

71
9

(7
11

,2
12

)
24

9,
02

3
(4

62
,1

89
)

(1
93

,0
00

)
(8

2,
00

0)
12

1,
07

6
(2

03
,0

76
)

S
ep

-1
0

16
3,

11
6,

08
0

19
9,

46
7

16
2,

91
6,

61
3

(9
74

,0
58

)
19

9,
46

7
(7

74
,5

91
)

(7
9,

00
0)

(1
10

,0
00

)
12

1,
60

1
(2

31
,6

01
)

O
ct

-1
0

4,
28

7,
42

7
11

9,
09

3
4,

16
8,

33
4

(1
,0

30
,5

89
)

11
9,

09
3

(9
11

,4
96

)
(2

6,
00

0)
(9

1,
00

0)
11

6,
96

6
(2

07
,9

66
)

N
ov

-1
0

1,
78

3,
97

9
10

7,
99

4
1,

67
5,

98
5

(1
,0

33
,7

99
)

10
7,

99
4

(9
25

,8
05

)
(1

77
,0

00
)

(2
87

,0
33

)
11

7,
65

5
(4

04
,6

88
)

D
ec

-1
0

6,
69

1,
90

2
12

9,
54

5
6,

56
2,

35
7

(1
,0

45
,9

73
)

12
9,

54
5

(9
16

,4
28

)
(2

84
,4

00
)

(3
67

,0
00

)
11

8,
42

8
(4

85
,4

28
)

Ja
n-

11
1,

19
0,

67
7

38
,0

07
1,

15
2,

67
0

(1
,0

47
,8

64
)

38
,0

07
(1

,0
09

,8
57

)
(4

55
,8

00
)

(4
4,

00
0)

11
8,

71
3

(1
62

,7
13

)
Fe

b-
11

77
3,

97
5

65
,1

87
70

8,
78

8
(1

,0
49

,1
40

)
65

,1
87

(9
83

,9
53

)
(2

28
,0

00
)

(5
4,

00
0)

11
9,

04
8

(1
73

,0
48

)
M

ar
-1

1
91

6,
68

0
84

,3
26

83
2,

35
4

(1
,0

51
,0

16
)

84
,3

26
(9

66
,6

90
)

(9
0,

70
0)

(5
4,

00
0)

11
9,

41
7

(1
73

,4
17

)
A

pr
-1

1
1,

05
0,

75
1

22
1,

60
5

82
9,

14
6

(1
,0

52
,8

74
)

22
1,

60
5

(8
31

,2
69

)
(4

70
,6

00
)

(4
9,

00
0)

11
9,

78
1

(1
68

,7
81

)
M

ay
-1

1
1,

67
8,

44
0

22
5,

55
6

1,
45

2,
88

4
(1

,0
56

,2
67

)
22

5,
55

6
(8

30
,7

11
)

(5
83

,8
00

)
(5

4,
00

0)
12

0,
16

9
(1

74
,1

69
)

Ju
n-

11
1,

58
2,

27
4

27
0,

11
8

1,
31

2,
15

6
(1

,0
59

,3
83

)
27

0,
11

8
(7

89
,2

65
)

(2
25

,7
00

)
(4

9,
00

0)
12

0,
56

0
(1

69
,5

60
)

Ju
l-1

1
1,

77
1,

95
7

27
6,

64
3

1,
49

5,
31

4
(1

,0
62

,7
43

)
27

6,
64

3
(7

86
,1

00
)

(4
37

,0
00

)
(4

9,
00

0)
12

0,
95

0
(1

69
,9

50
)

A
ug

-1
1

1,
90

3,
56

7
29

3,
99

1
1,

60
9,

57
6

(1
,0

66
,3

40
)

29
3,

99
1

(7
72

,3
49

)
(5

8,
50

0)
(4

7,
00

0)
12

1,
40

2
(1

68
,4

02
)

S
ep

-1
1

1,
96

0,
33

9
19

5,
02

7
1,

76
5,

31
2

(1
,0

70
,0

60
)

19
5,

02
7

(8
75

,0
33

)
(2

39
,0

00
)

(5
4,

00
0)

12
1,

81
6

(1
75

,8
16

)
19

9,
60

5,
98

0
3,

87
3,

49
3

19
5,

73
2,

48
7

(1
9,

93
7,

17
1)

3,
87

3,
49

3
(1

6,
06

3,
67

8)
(4

,9
63

,0
39

)
(2

,3
76

,7
80

)
2,

62
8,

95
0

(5
,0

05
,7

30
)

KAW_R_PSCDR3#6_052810 
Page 90 of 94



K
en

tu
ck

y-
A

m
er

ic
an

 W
at

er
 C

om
pa

ny
Ta

x 
B

as
is

 P
ro

pe
rt

y
C

A
SE

 N
O

:  
20

10
-0

00
36

Ta
x 

B
as

is
:

U
til

ity
 P

la
nt

A
cc

um
ul

at
ed

E
qu

ity
P

la
nt

 F
lo

w
C

us
to

m
er

 
E

xc
es

s
G

ro
ss

-u
p

in
 S

er
vi

ce
R

es
er

ve
G

ro
ss

up
Th

ro
ug

h
O

th
er

A
dv

an
ce

s
C

IA
C

IT
C

D
ef

er
re

d 
Ta

xe
s

IT
C

To
ta

l
A

cc
ou

nt
10

10
00

10
8x

xx
18

50
30

/0
35

/0
55

18
50

40
18

50
45

25
2x

xx
27

1x
xx

/2
72

00
0

25
5x

xx
25

62
12

/2
56

22
0

25
63

10
/3

11
/3

12
B

al
an

ce
 1

1/
09

29
9,

17
6,

45
6

(1
88

,0
65

,2
50

)
0

0
0

0
0

0
0

0
11

1,
11

1,
20

6
N

et
 C

ha
ng

e
56

,9
07

(5
70

,5
88

)
(5

13
,6

81
)

D
ec

-0
9

29
9,

23
3,

36
3

(1
88

,6
35

,8
38

)
0

0
0

0
0

0
0

0
11

0,
59

7,
52

5
N

et
 C

ha
ng

e
67

7,
79

7
(6

07
,7

39
)

70
,0

58
Ja

n-
10

29
9,

91
1,

16
0

(1
89

,2
43

,5
77

)
0

0
0

0
0

0
0

0
11

0,
66

7,
58

3
N

et
 C

ha
ng

e
(5

37
,5

98
)

(5
66

,8
05

)
(1

,1
04

,4
03

)
Fe

b-
10

29
9,

37
3,

56
2

(1
89

,8
10

,3
82

)
0

0
0

0
0

0
0

0
10

9,
56

3,
18

0
N

et
 C

ha
ng

e
(2

85
,7

89
)

(4
99

,1
46

)
(7

84
,9

35
)

M
ar

-1
0

29
9,

08
7,

77
3

(1
90

,3
09

,5
28

)
0

0
0

0
0

0
0

0
10

8,
77

8,
24

5
N

et
 C

ha
ng

e
(4

56
,7

44
)

(4
24

,4
42

)
(8

81
,1

86
)

A
pr

-1
0

29
8,

63
1,

02
9

(1
90

,7
33

,9
70

)
0

0
0

0
0

0
0

0
10

7,
89

7,
05

9
N

et
 C

ha
ng

e
(3

59
,8

11
)

(3
72

,3
82

)
(7

32
,1

93
)

M
ay

-1
0

29
8,

27
1,

21
8

(1
91

,1
06

,3
52

)
0

0
0

0
0

0
0

0
10

7,
16

4,
86

6
N

et
 C

ha
ng

e
(2

72
,9

06
)

(3
52

,0
79

)
(6

24
,9

85
)

Ju
n-

10
29

7,
99

8,
31

2
(1

91
,4

58
,4

31
)

0
0

0
0

0
0

0
0

10
6,

53
9,

88
1

N
et

 C
ha

ng
e

32
,2

42
(3

18
,0

62
)

(2
85

,8
20

)
Ju

l-1
0

29
8,

03
0,

55
4

(1
91

,7
76

,4
93

)
0

0
0

0
0

0
0

0
10

6,
25

4,
06

1
N

et
 C

ha
ng

e
70

3,
53

9
(4

02
,1

93
)

30
1,

34
6

A
ug

-1
0

29
8,

73
4,

09
3

(1
92

,1
78

,6
86

)
0

0
0

0
0

0
0

0
10

6,
55

5,
40

7
N

et
 C

ha
ng

e
16

2,
56

4,
21

3
(1

,0
41

,5
20

)
16

1,
52

2,
69

3
S

ep
-1

0
46

1,
29

8,
30

6
(1

93
,2

20
,2

06
)

0
0

0
0

0
0

0
0

26
8,

07
8,

10
0

N
et

 C
ha

ng
e

3,
89

2,
59

8
(1

,1
41

,9
95

)
2,

75
0,

60
2

O
ct

-1
0

46
5,

19
0,

90
4

(1
94

,3
62

,2
01

)
0

0
0

0
0

0
0

0
27

0,
82

8,
70

2
N

et
 C

ha
ng

e
1,

05
0,

18
4

(1
,9

24
,4

44
)

(8
74

,2
60

)
N

ov
-1

0
46

6,
24

1,
08

8
(1

96
,2

86
,6

46
)

0
0

0
0

0
0

0
0

26
9,

95
4,

44
2

N
et

 C
ha

ng
e

5,
77

6,
88

3
(2

,0
69

,6
09

)
3,

70
7,

27
4

D
ec

-1
0

47
2,

01
7,

97
1

(1
98

,3
56

,2
55

)
0

0
0

0
0

0
0

0
27

3,
66

1,
71

6
N

et
 C

ha
ng

e
51

5,
21

5
(1

,3
65

,1
25

)
(8

49
,9

10
)

Ja
n-

11
47

2,
53

3,
18

6
(1

99
,7

21
,3

80
)

0
0

0
0

0
0

0
0

27
2,

81
1,

80
6

N
et

 C
ha

ng
e

28
6,

76
2

(1
,3

38
,5

83
)

(1
,0

51
,8

21
)

Fe
b-

11
47

2,
81

9,
94

8
(2

01
,0

59
,9

63
)

0
0

0
0

0
0

0
0

27
1,

75
9,

98
4

N
et

 C
ha

ng
e

54
4,

42
3

(1
,3

20
,9

42
)

(7
76

,5
19

)
M

ar
-1

1
47

3,
36

4,
37

1
(2

02
,3

80
,9

05
)

0
0

0
0

0
0

0
0

27
0,

98
3,

46
6

N
et

 C
ha

ng
e

16
1,

25
6

(1
,1

84
,6

25
)

(1
,0

23
,3

69
)

A
pr

-1
1

47
3,

52
5,

62
7

(2
03

,5
65

,5
30

)
0

0
0

0
0

0
0

0
26

9,
96

0,
09

7
N

et
 C

ha
ng

e
66

0,
55

3
(1

,1
89

,6
70

)
(5

29
,1

17
)

M
ay

-1
1

47
4,

18
6,

18
0

(2
04

,7
55

,2
00

)
0

0
0

0
0

0
0

0
26

9,
43

0,
98

0
N

et
 C

ha
ng

e
87

5,
50

3
(1

,1
48

,7
35

)
(2

73
,2

32
)

Ju
n-

11
47

5,
06

1,
68

3
(2

05
,9

03
,9

34
)

0
0

0
0

0
0

0
0

26
9,

15
7,

74
8

N
et

 C
ha

ng
e

83
8,

48
1

(1
,1

46
,3

41
)

(3
07

,8
60

)
Ju

l-1
1

47
5,

90
0,

16
4

(2
07

,0
50

,2
76

)
0

0
0

0
0

0
0

0
26

8,
84

9,
88

8
N

et
 C

ha
ng

e
1,

32
4,

50
1

(1
,1

35
,9

59
)

18
8,

54
2

A
ug

-1
1

47
7,

22
4,

66
5

(2
08

,1
86

,2
35

)
0

0
0

0
0

0
0

0
26

9,
03

8,
43

0
N

et
 C

ha
ng

e
1,

28
5,

20
4

(1
,2

53
,6

82
)

31
,5

22
S

ep
-1

1
47

8,
50

9,
86

9
(2

09
,4

39
,9

17
)

0
0

0
0

0
0

0
0

26
9,

06
9,

95
1

N
et

 C
ha

ng
e

0
0

0
O

ct
-1

1
47

8,
50

9,
86

9
(2

09
,4

39
,9

17
)

0
0

0
0

0
0

0
0

26
9,

06
9,

95
1

R
eg

ul
at

or
y 

A
ss

et
s

R
eg

ul
at

or
y 

Li
ab

ili
tie

s

KAW_R_PSCDR3#6_052810 
Page 91 of 94



K
en

tu
ck

y-
A

m
er

ic
an

 W
at

er
 C

om
pa

ny
In

ve
rt

ed
 D

at
a 

fo
r C

al
cu

la
tio

n 
of

 T
ax

 B
as

is
 P

ro
pe

rt
y

N
et

N
et

M
on

th
Tx

 B
as

is
R

et
ire

m
en

ts
Tx

 B
as

is
Tx

 D
ep

r
R

et
ire

m
en

ts
R

es
er

ve
D

ec
-0

9
12

2,
11

6
65

,2
09

56
,9

07
(6

35
,7

97
)

65
,2

09
(5

70
,5

88
)

Ja
n-

10
70

8,
88

0
31

,0
83

67
7,

79
7

(6
38

,8
22

)
31

,0
83

(6
07

,7
39

)
Fe

b-
10

(4
66

,4
29

)
71

,1
69

(5
37

,5
98

)
(6

37
,9

74
)

71
,1

69
(5

66
,8

05
)

M
ar

-1
0

(1
47

,2
35

)
13

8,
55

4
(2

85
,7

89
)

(6
37

,7
00

)
13

8,
55

4
(4

99
,1

46
)

A
pr

-1
0

(2
43

,8
35

)
21

2,
90

9
(4

56
,7

44
)

(6
37

,3
51

)
21

2,
90

9
(4

24
,4

42
)

M
ay

-1
0

(9
4,

70
6)

26
5,

10
5

(3
59

,8
11

)
(6

37
,4

87
)

26
5,

10
5

(3
72

,3
82

)
Ju

n-
10

14
,8

24
28

7,
73

0
(2

72
,9

06
)

(6
39

,8
09

)
28

7,
73

0
(3

52
,0

79
)

Ju
l-1

0
35

8,
39

4
32

6,
15

2
32

,2
42

(6
44

,2
14

)
32

6,
15

2
(3

18
,0

62
)

A
ug

-1
0

95
2,

56
2

24
9,

02
3

70
3,

53
9

(6
51

,2
16

)
24

9,
02

3
(4

02
,1

93
)

S
ep

-1
0

16
2,

76
3,

68
0

19
9,

46
7

16
2,

56
4,

21
3

(1
,2

40
,9

87
)

19
9,

46
7

(1
,0

41
,5

20
)

O
ct

-1
0

4,
01

1,
69

1
11

9,
09

3
3,

89
2,

59
8

(1
,2

61
,0

88
)

11
9,

09
3

(1
,1

41
,9

95
)

N
ov

-1
0

1,
15

8,
17

8
10

7,
99

4
1,

05
0,

18
4

(2
,0

32
,4

38
)

10
7,

99
4

(1
,9

24
,4

44
)

D
ec

-1
0

5,
90

6,
42

8
12

9,
54

5
5,

77
6,

88
3

(2
,1

99
,1

54
)

12
9,

54
5

(2
,0

69
,6

09
)

Ja
n-

11
55

3,
22

2
38

,0
07

51
5,

21
5

(1
,4

03
,1

32
)

38
,0

07
(1

,3
65

,1
25

)
Fe

b-
11

35
1,

94
9

65
,1

87
28

6,
76

2
(1

,4
03

,7
70

)
65

,1
87

(1
,3

38
,5

83
)

M
ar

-1
1

62
8,

74
9

84
,3

26
54

4,
42

3
(1

,4
05

,2
68

)
84

,3
26

(1
,3

20
,9

42
)

A
pr

-1
1

38
2,

86
1

22
1,

60
5

16
1,

25
6

(1
,4

06
,2

30
)

22
1,

60
5

(1
,1

84
,6

25
)

M
ay

-1
1

88
6,

10
9

22
5,

55
6

66
0,

55
3

(1
,4

15
,2

26
)

22
5,

55
6

(1
,1

89
,6

70
)

Ju
n-

11
1,

14
5,

62
1

27
0,

11
8

87
5,

50
3

(1
,4

18
,8

53
)

27
0,

11
8

(1
,1

48
,7

35
)

Ju
l-1

1
1,

11
5,

12
4

27
6,

64
3

83
8,

48
1

(1
,4

22
,9

84
)

27
6,

64
3

(1
,1

46
,3

41
)

A
ug

-1
1

1,
61

8,
49

2
29

3,
99

1
1,

32
4,

50
1

(1
,4

29
,9

50
)

29
3,

99
1

(1
,1

35
,9

59
)

S
ep

-1
1

1,
48

0,
23

1
19

5,
02

7
1,

28
5,

20
4

(1
,4

48
,7

09
)

19
5,

02
7

(1
,2

53
,6

82
)

18
3,

20
6,

90
6

3,
87

3,
49

3
17

9,
33

3,
41

3
(2

5,
24

8,
16

0)
3,

87
3,

49
3

(2
1,

37
4,

66
7)

KAW_R_PSCDR3#6_052810 
Page 92 of 94



KENTUCKY-AMERICAN WATER COMPANY
FORECASTED PERIOD PROPERTY TAX EXPENSE
CASE NO:  2010-00036

TAX BASE TAX BASE TAX BASE
@ 12/31/2007 @ 12/31/2009 @ 12/31/2010

Utility Plant in Service 345,341,374$     380,829,607$     564,351,271$       

Construction Work in Progress 21,309,716 137,955,360 5,575,355

Acquisition Adjustment 326,777 17,401 4,350

Materials & Supplies 634,634 596,607 642,421

Accumulated Depreciation (89,206,919) (100,531,991) (107,470,372)

TOTAL TAX BASE 278,405,582$    418,866,983$    463,103,025$       

Property Tax Payments Paid for 2008 2,728,119$        

Rate Per $ 100 0.9799

Property Tax for the Forecasted Portion of 2010 1,026,119$        
Monthly Amt 1,026,119$         

Property Tax for the Forecasted Portion of 2011 3,403,460$           
Monthly Amt 369,132$              

Property Tax for the Forecasted Period ended 9/30/11 4,429,581$         
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KENTUCKY AMERICAN WATER COMPANY

RECONCILIATION OF THE KENTUCKY RIVER STATION 2 COSTS UTILIZED IN RESPONSE TO STAFF REQUEST 44 AND 43

RESPONSE TO ITEM 44 COST BREAKDOWN RESPONSE TO ITEM 43 COST BREAKDOWN

DESCRIPTION AMOUNT DESCRIPTION AMOUNT ACCOUNT
WATER TREATMENT PLANT
INTAKE EQUIPMENT 5,648,952.00$        LAKE RIVER AND OTHER INTAKES 5,978,757.00$            306
RAW WATER PUMP STATION STRUCTURE 13,819,059.00$      STRUCT & IMPR PUMPING 5,071,019.00$            304.2
RAW WATER PUMP STATION EQUIPMENT 2,239,867.00$       
WTP SITE WORK 8,675,135.00$        STRUCT & IMPR WATER TREATMENT 9,670,618.00$            320.1
WTP SITE STRUCTURE 25,948,713.00$      STRUCT & IMPR WATER TREATMENT 29,011,853.00$          304.3
WTP EQUIPMENT 17,381,555.00$      WTP EQUIP NON‐MEDIA 18,899,175.00$          320.11
RAW WATER SUPPLY MAIN 657,044.00$           SUPPLY MAINS 716,313.00$                 309
HIGH SERVICE SUPPLY MAIN 683,862.00$          
HIGH SERVICE PUMPING EQUIPMENT 3,286,961.00$        PUMP EQUIP ELECTRIC 8,151,008.00$            311.2
CLEARWELL 1,529,014.00$       
EMERGENCY GENERATOR SET 1,277,661.00$        POWER GENERATIONAL EQUIP 2,310,344.00$            311.3

SUB‐TOTAL 81,147,823.00$      SUB‐TOTAL 79,809,087.00$         

PIPELINE
CONTRACT A (PLANT TO BOOSTER STATION)
TRANS & DIST MAINS 31,575,248.00$      TRANS & DIST MAINS 18 IN AND GREATER 59,289,222.00$          331
HYDRANTS 82,513.00$             

CONTRACT B (BOOSTER STATION TO CONNECTION)
TRANS & DIST MAINS 35,127,762.00$      TRANS & DIST MAINS 18 IN AND GREATER 3,120,485.00$            333
HYDRANTS 82,513.00$             

SUB‐TOTAL 66,868,036.00$      SUB‐TOTAL 62,409,707.00$         

BOOSTER STATION
BOOSTER STATION STRUCTURE 3,585,652.00$        STRUCT & IMPR SOURCE AND SUPPLY 15,030,053.00$          304.1
BOOSTER STATION EQUIPMENT 2,299,447.00$       
BOOSTER STATION SITE WORK 1,571,804.00$       
STORAGE TANK 2,325,750.00$        DIST RESERVOIRS & STANDPIPES 2,339,192.00$            330.1
EMERGENCY GENERATOR SET 832,358.00$          

SUB‐TOTAL 10,615,011.00$      SUB‐TOTAL 17,369,245.00$         

LAND
WTP LAND 495,076.00$           WTP LAND 405,000.00$                 303.4
RAW WATER INTAKE LAND 620,247.00$           SOURCE AND SUPPLY LAND 507,397.00$                 303.2
PUMPING LAND 103,905.00$           PUMPING LAND 85,000.00$                 303.3
T & D LAND 4,041,563.00$        T & D LAND 3,306,224.00$            303.5

SUB‐TOTAL 5,260,791.00$        SUB‐TOTAL 4,303,621.00$           

TOTAL 163,891,661.00$    TOTAL 163,891,660.00$       
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 
7. Refer to Kentucky-American’s response to the Commission Staff’s Second Information 

Request, Item 45.  If the revenue lag has improved due to enhanced collection efforts, 
explain why the forecasted uncollectible rate is 0.783590 percent. 

 
Response: 
 

The reduction in revenue lag indicates that the Company is collecting its revenue in a 
shorter period than in the 2008 rate case for the customer accounts where the Company 
actually receives the cash.  This analysis would not include the customer accounts for 
which the Company does not collect revenue (cash).  Those accounts are charged off to 
Uncollectible Expense after proper notification and after efforts to collect have been 
exhausted.  The improved revenue lag has improved cash flow for paying customers, but 
has not reduced the charged-off accounts or unpaid balance levels related to non-pay 
customers for any number of factors, including but not limited to: i) a large number of 
customers are in rental units influenced by the college students, ii) the state of the 
economy, iii) unemployment rates, etc.  The Company reviewed its historical 
uncollectible ratio to revenue and concluded that the experience for 2009 was the best 
indicator of the uncollectible expense likely to be present in the forecasted test-year in 
this case, given the current and expected economic conditions during the forecasted test-
year in this case. 

 
 For the electronic version, refer to KAW_R_PSCDR3#7_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:    Sheila Miller/Linda C. Bridwell/Michael A. Miller 
 
8. Refer to Kentucky-American’s response to the Commission Staff’s First Information 

Request, Item 1, Workpaper WP 1-5.  Using the format in Table 1, provide the following 
information for the forecasted Construction Work In Progress (“CWIP”) of $160,146,033 
and the Allowance for Funds Used during Construction (“AFUDC”) of $646,180.  The 
table balances should equal the amounts reported in the forecasted rate base and the 
forecasted income statement. 

 
Table 1 

 
Budget 

Item 

 
Project 

Description 

Book 
AFUDC 
(Y/N) 

13-Month Avg. 
Test-Year 

Expenditure 

 
Book 

AFUDC 

 
Tax 

AFUDC 
      
Totals   $ 160,146,033 $646,180 

 
Response: 
 

Please see attached.  Please note that the balance of $160,146,033 is the CWIP balance as 
of May 31, 2010.  The thirteen month average CWIP as of September 30, 2011 totals 
$9,463,931.  

 
 For the electronic version, refer to KAW_R_PSCDR3#8_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Sheila Miller 
 
9. Provide the book and tax AFUDC rates Kentucky-American used in the calculation of the 

forecasted AFUDC amounts. 
 
Response: 
 
 The book AFUDC rate is 8.58% and the tax AFUDC rate is 1.36%. 
 
 For the electronic version, refer to KAW_R_PSCDR3#9_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:   Linda C. Bridwell 
 
10. On page 12 of her Direct Testimony, Linda Bridwell states that “there have been five 

approved change orders on the water treatment plant.”  Provide a schedule that separately 
lists and describes each approved change order.  Include the cost of each approved 
change order and identify whether the change order was requested by Kentucky-
American. 

 
Response: 
 

Please see the attached schedule.  For a detailed description of each change order, refer to 
the response to the Attorney General’s First Request for Information, Item #133 in this 
same case.  Please note that the descriptions of the final two items on Change Order #4 
were omitted from that data request in error.    
 
For the electronic version of this response, refer to KAW_R_PSCDR3#10_052810.pdf. 
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Case No. 2010-00036
Public Service Commision's Second Supplemental Data Request Item 10
FP 12020607
Water Treatment Plant Contract

Change Date Item 
Order Executed No Description Amount

1 9/22/2008 1 Third raw water intake line, screen and pier $472,726 KAW initiated
2 Additional site blasting $2,600 KAW initiated
3 Handrail modification at raw water pump station $2,576
4 Extension of substantial completion date 48 days $0
5 Extension of final completion date 30 days $0

Total $477,902

2 24-Feb-09 1
Installation of 42" transmission main to edge of property 
and installation of 42" gate valve at connection point $25,888 KAW initiated

2 Re-alignment of road at raw water intake $125,957 KAW initiated
3 Underslab drain modifications ($34,683)
4 Underground electrical service to raw water intake ($78,255)
5 Addition of two pipe support piers on raw water pipe $15,772

Total $54,679

3 23-Jul-09 1 Change from 800 amps to 2,500 amps electrical wiring $302,631

2 Separate electrical structures originally shown as one $26,616
3 Revise wiring from the generator ($31,838)
4 Provide electrical power to 9 solenoid valves $6,530
5 Install stairwell lighting in wastewater pump station $6,469
6 Delete emergency generator load bank ($68,218)

7
Provide and install conduit and wiring for emergency 
chlorine scrubber system $2,877

8 Install explosion proof lighting fixtures $15,230
9 Replace wiring ($10,500)

10
Provide and install conduit and fiber optic cable for 
security system not in original bid documents $131,191 KAW initiated

11
Replace electrical switches and modify wash water 
pump starters ($3,565)

12 Delete four disconnect switches ($12,140)

13
Additional conduit and wiring for additional circuit 
assignments $3,899

14 Install additional wire and conduit for mixer motor $3,716
Total $372,897

4 27-Sep-09 1 Upgrades to door hardware for security $6,409
2 Relocation of water line on intake property $10,588

3
Installation of stainless steel headers and rebar in 
residuals building roof slab $1,632

4
Installation of additional door hardware and electric 
strikes for additional security $9,895

5 Modification to intake piping including valve nest $114,282
6 Substitute aluminum picket handrail for steel $11,992

7
Provide and install rough--ins, raceways, and CAT 6 
cable for IT $32,626 KAW initiated

Total $187,424
5 3-Feb-10 1 Installation of portable generator connection $11,000

2
Provide and install increased VFD for vertical turbine 
pumps $29,368

3
Provide and install roadway and electrical duct bank for 
Owen Electric $34,826 KAW initiated

4
Modifications to water quality analyzers, deletion of 
particle counters, and combine chlorine/pH analyzers ($57,802) KAW initiated

5 Provide and install circuit to generator load center $15,179 KAW initiated

6
Provide and install materials for installation of overflow 
pipe for ponds at raw water station $1,718 KAW initiated

7
Provide and install material for four load cells for 
ammonia hydroxide bulk tank $1,720

8
Provide and install additional structural steel to 
accommodate HVAC roof openings $9,995

9 Uninstalled H piles at raw water intake caisson ($84,315)
10 Uninstalled H piles at raw water intake screen ($3,150)
11 Extend substantial completion date 30 days $0

Total ($41,462)
Change Order Total $1,051,441

Page 1 of 1
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Linda C. Bridwell 
 
11. On page 13 of her Direct Testimony, Linda Bridwell states that “there have been ten 

change orders on the pipeline, five on Section A and five on Section B.”  Provide a 
schedule that separately lists and describes each approved change order.  Include the cost 
of each approved change order and identify whether the change order was requested by 
Kentucky-American. 

 
Response: 
 

Please see the attached.  Note that since the time of filing my direct testimony, a sixth 
change order has been approved on Section A and is included in the attachment.  For a 
detailed description of the items in each change order, refer to response to Item 133 of the 
Attorney General’s First Request for Information.  There are three corrections that need 
to be made in the aforementioned Item 133:  1) in Change Order #4-A the cost of the 
second item is incorrect and should be $118,730 as shown on the attached schedule; 2) 
Change Order 3-B was executed March 24, 2009 as shown on the attached schedule; and 
3) Change Order 3-B the cost of the fifth item is incorrect and should be $18,750 as 
shown on the attached schedule.   

 
 For the electronic version, refer to KAW_R_PSCDR3#11_052810.pdf. 
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Case No. 2010-00036
Public Service Commision's Second Supplemental Data Request Item 11
FP 12020607
42" Transmission Main

Change Date Item 
Order Executed No Description Amount

1-A 1-Oct-08 1 Increase in 60" boring price $195,580
2 Furnish 12" diameter bypass at 42" gate valves $45,840 KAW initiated
3 Additional silt fencing $28,000

Total $269,420

2-A 21-Nov-08 1
Furnish additional gate valve at treatment plant 
connection $41,005 KAW initiated

2
Additional temporary easement work on Robinson 
property $5,000

Total $46,005
3-A 24-Mar-09 1 Additional permanent fencing $30,000

2 Pipe alignment change $0

3
Furnish and install pre-cast concrete vaults with 4' 
diameter manhole lids in lieu of valve boxes and lids $10,000

4
Eliminate insulation for combination air vaults and gate 
vaults ($4,900)

5
Additional pavement binder required by KY 
Transportation Cabinet $28,119

Total $63,219

4-A 23-Jul-09 1
Flowable Fill in lieu of dense graded aggregate required 
by KY Transportation Cabinet $362,965

2
Revised base pavement requirements from the KY 
Transportation Cabinet $118,730

Total $481,695

5-A 27-Sep-09 1
Repair additional pavement required by KY 
Transportation Cabinet $84,355

2
Two trencher moves due to incomplete easement 
acquisition $205,982

3
Maintain traffic along Jones Lane as required by KY 
Transportation Cabinet $245,076

4
Additional milling and pavement repair required by KY 
Transportation Cabinet $352,741

5 Two days of trencher delay at Rocky Branch Road $24,370
Total $912,523

6-A 10-Mar-10 1
Final paving overlay as required by KY Transportation 
Cabinet $706,042

2 Two bollard posts at each fire hydrant $3,839 KAW initiated
3 Concrete pad installed under each 42" gate valve $1,685 KAW initiated

Total $711,566
Contract A Change Order Total $2,484,427

Page 1 of 2
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Case No. 2010-00036
Public Service Commision's Second Supplemental Data Request Item 11
FP 12020607
42" Transmission Main

Change Date Item 
Order Executed No Description Amount

1-B 1-Oct-08 1 Increase in 60" boring price $1,110,470
2 Furnish 12" diameter bypass at 42" gate valves $126,060 KAW initiated
3 Additional silt fencing $28,000
4 Open cut at Interstate 75 Right-of-Way ($337,230)

5
Relocate a combination air valve and provide 3 
additional air valves $12,000

Total $939,300

2-B 21-Nov-08 1 Trencher move to accommodate easement negotiations $129,750
2 Furnish 24" gate valve at the tie-in to Newtown Pike $37,240 KAW initiated

Total $166,990
3-B 24-Mar-09 1 12" outlet at US 62 and Ironworks as flushing point $14,050 KAW initiated

2 Additional permanent fencing $30,000
3 Furnish and install pig launch point $76,900 KAW initiated
4 Alignment change $0

5
Furnish and install pre-cast concrete vaults with 4' 
diameter manhole lids in lieu of valve boxes and lids $18,750

6
Extra depth at KY Horse Park to accommodate new 
entrance $37,674

7
Eliminate insulation for combination air vaults and gate 
vaults ($11,600)

Total $165,774

4-B 30-Sep-09 1
Outlet valve at US 460 and Woodlake Road as flushing 
point $27,400 KAW initiated

2 Extra trench epth due to property owner negotiations $8,050

3
Removal of 900 linear feet of existing fencing as part of 
easement negotiations $2,250

Total $37,700
5-B 27-Sep-09 1 Trencher move around property owner from 2-B $93,287

2 Delays due to lack of easement acquisitions $111,388
Total $204,675

Contract B Change Order Total $1,514,439

42" Transmission Main Change Order Total $3,998,866

Page 2 of 2
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Linda C. Bridwell 
 
12. On page 13 of her Direct Testimony, Linda Bridwell states that “there have been three 

approved change orders on the booster pumping station contract.”  Provide a schedule 
that separately lists and describes each approved change order.  Include the cost of each 
approved change order and identify whether the change order was requested by 
Kentucky-American. 

 
Response: 
 

Please see the attached.  Please note that a fourth change order on the Booster Station and 
Storage Tank Contract was executed after filing my direct testimony, and has been 
included on the attached schedule.  For a detailed description of each component within 
the change orders, please refer to the response to Item 133 of the Attorney General’s First 
Data Request in this same case.   

 
 For the electronic version of this response, refer to KAW_R_PSCDR3#12_052810.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

COMMISSION STAFF’S THIRD SET OF INFORMATION REQUESTS 
______________________________________________________________________________ 

 
Witness:  Sheila Miller 
 
13. Refer to Kentucky-American’s Application, Exhibit 37, Schedule M.  Provide Exhibit 

37M DETAILED BILLING ANALYSIS FOR ALL CUSTOMER CLASSES 
REVENUE SUMMARY FOR BASE PERIOD AND FORECASTED PERIOD in 
Microsoft Excel Spreadsheet with formulas and calculations intact.  If this has been 
provided in a previous filing, state in which filing this occurred and the exact location of 
this information. 

 
Response: 
 
 Please refer to the file labeled as KAW_R_PSCDR3#13_052810.xls, tab WPS BA.   
 
 For the electronic version of this document, refer to KAW_R_PSCDR3#13_052810.pdf. 
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