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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 1:
Please confirm that the emails produced in discovery are complete that reflect the change
in American Water’s decision to completely exit billing services.

Response:
After reviewing the files and discovery request, the Company believes that all of the

emails produced in discovery are complete that reflect the change in American Water’s
decision to completely exit billing services.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 2:
Please list which American Water operating subsidiaries currently have a billing services
contract in place and the location of the contract.

Response:

The only operating subsidiary currently to have a billing services contract in place is
Illinois American Water, for the Village of Bolingbrook.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 3:
Please list the meetings that Cheryl Norton attended regarding the collaborative effort
that was initiated following Case No. 2010-00036.

Response:

March 29, 2011 and December 18, 2012.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 4.

Please provide the data supporting the decrease in late fees and reconnection charges
referenced in Cheryl Norton’s rebuttal testimony.

Response:

Please see the attached graph for the data related to late fees. The data related to
reconnection charges was distributed during Melissa Schwarzell’s hearing testimony as
KAWC Exhibit No. 2.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 5:
Please provide a copy of the results of the customer surveys that Kentucky American
performed regarding customers’ knowledge regarding who provided their water and
sewer service prior to the termination of the third party billing arrangement with LFUCG.

Response:

Please see the attached survey results from September/October 2011.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 6:
Please provide a copy of the most current version of the legislation the members of the
collaborative effort drafted.

Response:

Please see the attached which was circulated to the collaborative group by e-mail from
Cheryl Norton on January 7, 2013.
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Low Income Legislation — DRAFT

Background: The following would most likely amend KRS 278.170 (1):

Notwithstanding any other provision of law to the contrary, the commission may allow a
regulated water utility to grant reduced rate service to qualified residential customers.
Reduced rate service may be made available to qualified residential customers to the
extent allowed by the commission, but reduced by any reimbursement of costs for water
service which a residential customer has received through a low income assistance
agency working with the water utility. The regulated water utility shall, upon obtaining
commission approval of atariff setting forth terms and conditions of service, recover the
costs of reduced rate service from the same customer class through normal rate

procedures.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 7:
Please produce the emails that Kentucky American relies on for its contention that the
Attorney General did not support the legislation the members of the collaborative effort
drafted.

Response:

Please see the attached.
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Ingram III, Lindsey
From: Spenard, David (KYOAG) <david.spenard@ag.ky.gov>
Sent: Friday, October 28, 2011 11:53 AM
To: Ingram III, Lindsey; batesandskidmore@gmail.com; dbarberi@lexingtonky.gov
Cc: John-Mark.Hack@amwater.com; richard.bertelson@amwater.com; Hans, Jennifer
(KYOAG)
Subject: RE: FW: Low Income Effort
Lindsey,

Good morning.

The Office of the Attorney General is not in agreement with the first sentence of the second page of your draft letter. The
Office of the Attorney General has indicated that a legislation solution is one approach, one aspect, of enhancing and
improving the affordability of water service to the residential class.

The Office of the Attorney General believes that consequent to Kentucky-American Water Company's continual rate
increases, the challenge to the existing residential customers who face difficulty in paying their bills is becoming more
burdensome, and the number of residential customers facing difficulty in paying their water bill is increasing.
Disconnections, arrearages, and bad debt negatively impact (either directly or indirectly) each member of the residential
customers class.

The Office of the Attorney General believes that Kentucky-American Water Company's rates should be set in a manner
that affords the Company a reasonable opportunity to recover its cost of service. There is, however, also a requirement
for Kentucky-American Water Company, in executing its responsibility to its entire residential customer base, to implement
a business plan with rate design features and seek implementation of programs that will perform favorably and
meaningfully in minimizing disconnections, arrearages, and bad debt.

The proposed legislation has some merit; however, it is not, of itself, ripe for consideration or promotion. There is no
demonstration that the proposed legislation will perform favorably and meaningfully for the residential customer class.
The proposed legislation is a potential tool for addressing the issue of affordability, but there is not an adequate basis to
predict its impact (and conclude that it will provide benefit to and is otherwise fair for residential customers). The Office of
the Attorney General is unwilling to promote the legislation until there is a sound basis for predicting its performance and
until it is part of a comprehensive package that includes other programs and rate design features.

Please, on a going-forward basis, include the Office of Rate Intervention's Executive Director, Jennifer Hans, in future e-
mail messages.

Thank you.
Cordially,
David Edward Spenard

Assistant Attorney General

From: Ingram lll, Lindsey [mailto:L.Ingram@skofirm.com]

Sent: Tuesday, October 25, 2011 2:29 PM

To: batesandskidmore@gmail.com; Spenard, David (KYOAG); dbarberi@lexingtonky.gov
Cc: John-Mark.Hack@amwater.com; richard.bertelson@amwater.com

Subject: RE: FW: Low Income Effort

Folks:

Please see the attached KAW draft of the final monthly report to be submitted no later than November 1. Please let Rick
and me know if you have any edits.
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D. Spenard, as | recall, you requested months ago inclusion of the last paragraph of the last few montﬁﬂﬂr%%o?[s?

concerning all the potential solutions considered. If you feel we have not said enough in the attached on that issue,
please feel free to add additional language.

Thanks.

Lindsey

From: Ingram lll, Lindsey

Sent: Tuesday, October 25, 2011 10:29 AM

To: Iris Skidmore (batesandskidmore@gmail.com); 'Spenard, David (KYOAG)'; David Barberie
(dbarberi@lexingtonky.gov)

Cc: John-Mark Hack (John-Mark.Hack@amwater.com); Rick Bertelson
(richard.bertelson@amwater.com)

Subject: FW: FW: Low Income Effort

Iris, David and Dave:

KAW is fine with the edits Iris made to the attached and believes this is a final version of the proposed statute. David and
Dave, do you all agree that the attached is final?

Also, our final PSC monthly report is due no later than Tuesday, November 1 -- one week from today. | will be circulating
a proposed draft report later today.

Lindsey

----- Original Message-----

From: Bates and Skidmore Law Firm [mailto:batesandskidmore@gmail.com]

Sent: Wednesday, September 28, 2011 2:27 PM

To: Richard.Bertelson@amwater.com; 'Spenard, David (KYOAG)'; Ingram lll, Lindsey; 'David Barberie'; John-
Mark.Hack@amwater.com

Subject: FW: FW: Low Income Effort

| added words "regulated water" in front of the word "utility" in the second line on Rick's edits of my draft.
Rick, | don't have any comments on the monthly report.

Thanks,

Iris

BATES AND SKIDMORE
415 W. Main St., Suite 2, Frankfort, KY 40601 Phone (502) 352-2930; Fax
(502) 352-2931 BatesAndSkidmore@gmail.com

From: Richard.Bertelson@amwater.com

[mailto:Richard.Bertelson@amwater.com]

Sent: Wednesday, September 28, 2011 11:41 AM

To: batesandskidmore@gmail.com

Cc: 'Spenard, David (KYOAG)'; 'David Barberie'; 'Ingram lll, Lindsey'; John-Mark.Hack@amwater.com
Subject: Re: FW: Low Income Effort

Dear Iris,

KAW has reviewed your proposed changes to the draft legislation, and we agree with your edits. However, we have
made an additional edit to the draft to remove the phrase "upon application by a regulated water utility."

See the attached. Our thoughts were that we would prefer to allow the process to remain open as to who could propose
the low income tariff.
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(See attached file: 3973625 _1 - Low Income Legislation (KAW edit) Page 4 of 5

9-27-11.DOC)

In addition, for the group's review, | have attached our draft of this month's report pursuant to paragraph 13 of the PSC's
final order in Case No. 2010-00036. Please let me know if you have any suggested changes by close of business
tomorrow, if possible. | plan to file it electronically this Friday, September 30th.

(See attached file: 2010-00036 - Ordering Paragraph 13 - Oct 2011.doc)

Thank you.
Sincerely,
-Rick Bertelson

Richard W. Bertelson,
Corporate Counsel
American Water

2300 Richmond Road
Lexington, KY 40502

P: (859) 268-6367
F:(859) 268-6327

C: (859) 361-2855

From: "Bates and Skidmore Law Firm" <batesandskidmore@gmail.com>
To: "Ingram lll, Lindsey™ <L.Ingram@skofirm.com>, "'David
Barberie™ <dbarberi@lexingtonky.gov>, "'Spenard, David \(KYOAG
\)" <david.spenard@ag.ky.gov>, <Richard.Bertelson@amwater.com>
Date: 09/08/2011 03:41 PM
Subject: FW: Low Income Effort

Good afternoon,

Here are some amendments | made in Lindsey's draft legislation for the low-income effort.
Thanks

Iris

BATES AND SKIDMORE
415 W. Main St., Suite 2, Frankfort, KY 40601 Phone (502) 352-2930; Fax
(502) 352-2931 BatesAndSkidmore@gmail.com

From: Ingram lll, Lindsey [mailto:L.Ingram@skofirm.com]

Sent: Wednesday, June 22, 2011 1:27 PM

To: batesandskidmore@gmail.com; David Barberie; Spenard, David (KYOAG)
Subject: Low Income Effort

Counsel:

| have attached draft proposed legislation for your consideration. | suppose we need to decide logistics relating to moving
forward. You all can either circulate redline suggestions by e-mail or we can have a call or in-person meeting to discuss
the attached. Or we could circulate redline edits and then have an in-person meeting/phone call. KAW and | are willing to
do whatever you all prefer.

| will circulate a draft monthly status report in the next couple of days.

Lindsey W. Ingram llI
Stoll Keenon Ogden PLLC
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300 W. Vine St. L — _

Suite 2100 Page 5 of 5

Lexington, KY 40507

859-231-3982 (direct dial)

859-221-0997 (cell)

859-246-3672 (direct fax)

L.ingram@skofirm.com

[attachment "3973625_1 - Low Income Legislation.DOC" deleted by Richard W Bertelson/SERVCO/AWWSC]
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 8:
Please provide the data demonstrating that the collection rate for the LFUCG charges for
which KAW was providing billing services was decreasing prior to the termination of the
billing services.

Response:

Please see attachment.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 9:

Please provide a revised capital structure and the supporting workpapers based upon
Moody’s and Standard & Poor’s recent upgrades to American Water’s credit rating.

Response:

Please see the attachment for the capital structure and weighted average cost of capital
reflecting the credit rating upgrades. The estimated impact of the upgrades had no impact
on the Company’s embedded cost of long-term debt or weighted average cost of capital
for the forecasted test year.

The Company estimates that the credit rating upgrades to American Water (“AWK”) and
its financing subsidiary, American Water Capital Corp. (“AWCC”), published by
Moody’s and Standard & Poor’s, would result in a 5 basis point reduction in the reoffer
spread shown on Exhibit SWR-3 attached to the rebuttal testimony of Company witness
Scott Rungren. This would compress the estimated spread from 110 basis points to 105
basis points, and result in interest rate projections of 4.44% and 4.57% for the November
2013 and May 2014 bond issuances, respectively.

Prior to the recent upgrades, American Water was on *“positive outlook™ by both Moody’s
and Standard & Poor’s. Thus, much of the impact of the credit rating upgrade was
already embedded in the credit spread due to the positive outlook. In addition, the recent
increased volatility in the market for U.S. Treasury securities has caused the reoffer
spread to widen, resulting in a smaller net decrease to the 110 basis point spread due to
the upgrades than would have occurred prior to the increased volatility.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 10:
Please provide a copy of the public reports issued by Moody’s and Standard & Poor’s
regarding the upgrades to American Water’s credit rating.

Response:

Please see the attachments for the reports discussing the May 2013 upgrade.
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Mooby’s

INVESTORS SERVICE
Rating Action: Moody's upgrades American Water Works and subsidiaries

Global Credit Research - 29 May 2013

Approximately $5.3 billion of debt affected

New York, May 29, 2013 -- Moody's Investors Service, ("Moody's") upgraded the long-term ratings of American
Water Works (AWK; issuer rating to Baa1 from Baa2) and its subsidiaries American Water Capital Corp's (AWCC;
senior unsecured to Baa1 from Baa2), New Jersey American Water (NJ-AWC; issuer rating to A3 from Baa1) and
Pennsylvania American Water (PA-AWC; issuer rating to A3 from Baa1). AWCC's P-2 commercial paper rating
was affirmed and the rating outlook for AWK, ANCC, NJ-AWC and PA-AWC is stable.

RATINGS RATIONALE

"The upgrade of AWK reflects our expectation that the company will continue to make progress toward enhancing
cost recovery throughout its broad base of regulated operations, which will improve financial metrics, including the
ratio of funds from operations (FFO) to debt in the mid to high-teen's range" said Moody's Analyst Ryan Wobbrock.

AWK has shown significant improvement in financial performance since 2010, due to focused investment in
supportive regulatory jurisdictions, greater use of interim cost recovery mechanisms and heightened attention
toward operating efficiency.

"Recent regulatory provisions, such as ongoing rate relief through general rate cases in 16 states and the
allowance of infrastructure recovery mechanisms in AWK's two largest service territories, New Jersey and
Pennsylvania, are significant drivers for the upgrade" Wobbrock added. The strengthening of NJ-AWC and PA-
AWC's financial metrics (e.g., FFO to debt in the high teens) has been a factor for the overall improvement in the
credit profile.

The stable outlook for AWK reflects Moody's view that the company will continue to generate stable and predictable
cash flow from its widely diversified regulated operations and growth in its market based, unregulated, business
segment. The outlook also assumes that the company will manage a declining demand environment and capital
intensive operations prudently through the maintenance of cooperative and supportive regulatory relationships and
a conservative financing strategy.

Further upgrades could be considered if there are additional improvements in regulatory recovery processes, such
as infrastructure recovery mechanisms being adopted in more jurisdictions; a material improvement in liquidity
sources and if the consolidated entity were to generate FFO to debt in the high teens for a sustained period of
time.

AWK's ratings would be negatively impacted by materially negative regulatory decisions, operational concerns
such as supply or asset failure or increasing leverage to the point that FFO to debt declines to the low-teen's for an
extended period.

AWCC's outlook corresponds with AWK, which provides credit enhancement through a support agreement for all
of AWCC's debt obligations.

Headquartered in Voorhees, New Jersey, American Water is the largest investor-owned provider of water,
wastewater and related services in North America.

The principal methodology used in this rating was Global Regulated Water Utilities published in December 2009.
Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides certain regulatory
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disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.

Ryan T Wobbrock
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PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN
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ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, INWHOLE OR IN PART, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate
and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
Moody's considers to be reliable, including, when appropriate, independent third-party sources. However, MOODY'S
is not an auditor and cannot in every instance independently verify or validate information received in the rating
process. Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other
circumstance or contingency within or outside the control of MOODY'S or any of its directors, officers, employees
or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or
incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in advance of
the possibility of such damages, resulting from the use of or inability to use, any such information. The ratings,
financial reporting analysis, projections, and other observations, if any, constituting part of the information contained
herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations
to purchase, sell or hold any securities. Each user of the information contained herein must make its own study and
evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE
BY MOODY'S INANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."
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For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to
be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are accessing
the document as a representative of, a "wholesale client" and that neither you nor the entity you represent will
directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of section 761G
of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a debt obligation of
the issuer, not on the equity securities of the issuer or any form of security that is available to retail clients. It would
be dangerous for retail clients to make any investment decision based on MOODY'S credit rating. If in doubt you
should contact your financial or other professional adviser.
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Research Update:

American Water Works Co. Inc. And Subsidiaries
Corporate Credit Ratings Raised To 'A-'

Overview

e American Water Works Co. Inc.'s financial measures continue to gradually
improve, primarily reflecting the company's improved effective management
of regulatory risk.

® We are raising our corporate credit rating on the company and its
subsidiaries, American Water Capital Corp., New Jersey-American Water
Co., and Pennsylvania-American Water Co., to 'A-' from 'BBB+'. The
outlook is stable.

e The stable outlook reflects our expectation that the company will
continue to effectively manage its regulatory risk, enabling the
regulated business to, on average, earn its allowed return on equity.
Under our baseline forecast, we expect funds from operations (FFO) to
debt of more than 16% and debt to EBITDA of about 4.5Xx.

Rating Action

On May 24, 2013, Standard & Poor's Ratings Services raised its corporate
credit rating on regulated water utility company American Water Works Co Inc.
(AWW) and subsidiaries American Water Capital Corp. (AWCC), New
Jersey-American Water Co., and Pennsylvania-American Water Co. to 'A-' from
'BBB+'. The outlook is stable.

Rationale

The upgrade reflects sustained improvements in cash flow and leverage
measures, which reflect the company's improved management of regulatory risk
and the continued execution of its cost management initiative. We expect that
the company will continue its relatively conservative financial policies to
maintain its credit measures.

Standard & Poor's ratings on AWW and its subsidiaries reflect its "excellent"
business risk profile and "significant" financial risk profile. The excellent
business risk profile reflects the company's mostly monopolistic businesses
that provide an essential service in regulatory jurisdictions that we
generally view as credit supportive. In addition, the company's geographic
diversity, reliability, and efficiency further support its business risk
profile. We currently view the company as consisting of 95% regulated
businesses and 5% unregulated businesses on an EBITDA basis. The unregulated
businesses only marginally affect the company's business risk profile because
of its modest expected capital requirements, affiliation with company's
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Research Update: American Water Works Co. Inc. And Subsidiaries Corporate Credit Ratings Raised To 'A-'

regulated service jurisdictions, and its lower risk service contracts.

AWW's regulatory framework includes reasonably allowed returns on equity and
various cost-recovery mechanisms, including incentives for infrastructure
improvements, which we view as supportive of credit quality. In a number of
jurisdictions, which represent about 50% of consolidated revenues, the utility
recovers replacement capital spending between rate cases up to a stated
percentage. The importance of infrastructure surcharge mechanisms has
increased, given AWW's large capital program. Certain states also allow for
surcharges related to the cost of power, chemicals, and purchased water. We
generally expect that AWW will continue to request additional recovery
mechanisms to cover its rising operating costs, capital spending, and pension
and other postretirement obligations.

The company's geographic reach provides it with market, cash flow, and
regulatory diversification. AWW provides regulated water and wastewater
services to about 3.2 million customers in 16 states. AWW's elevated
capital-spending requirements for infrastructure replacement, increased costs
of compliance with water quality standards, and reliance on acquisitions to
provide growth partly offset these strengths.

AWW's reliability of supply is high, as the company owns a substantial number
of treatment facilities for surface and groundwater treatment, and the
majority of supply comes from surface and groundwater. In 2012, surface water
provided 66% of supply, groundwater 27%, and purchased water about 7%.

AWW's consolidated financial risk profile is significant under our criteria
and reflects our baseline forecast that consolidated FFO to debt and debt to
EBITDA will approximate 16% and 4.5x, respectively, over the medium term. As
of year-end 2012, AWW's adjusted debt, including capitalized operating leases
and tax-affected pension and postretirement obligations, was about $6.2
billion, for a debt-to-capital ratio of about 58% and a debt to EBITDA ratio
of 4.5x. AWW's consolidated FFO were about $1 billion, for an FFO to total
debt ratio of about 16.4% and FFO to interest of 4.1x. We consider these
credit measures to be sufficient for the significant financial risk profile.

We expect that the company will continue to have negative discretionary cash
flow, primarily reflecting continued high capital spending. AWW estimates that
it will spend about $800 million to $1 billion annually in each of the next
three years to replace infrastructure, build new facilities to comply with
water quality standards, and initiate projects to enhance reliability, quality
of service, and efficiency. We expect that the company will finance its cash
needs in a manner that preserves its credit quality.

Liquidity

The short-term rating on AWW and AWCC is 'A-2' and largely reflects the
long-term corporate credit ratings and our view of the company's "adequate"
liquidity under Standard & Poor's corporate liquidity methodology. We base our
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liquidity assessment on the following factors and assumptions:

e AWW's liquidity sources during the next 12 months, including cash, FFO,
and credit facility availability, should exceed uses by more than 1.2x.

¢ Debt maturities are manageable during the next 12 months, with no
substantial maturities coming due until 2017.

¢ Liquidity sources would exceed uses even if EBITDA decreases by 15%.

e AWW's ability to absorb high-impact, low-probability events with limited
need for refinancing, its flexibility to lower capital spending or sell
assets, its sound bank relationships, its solid standing in credit
markets, and its generally prudent risk management.

In our analysis of liquidity during the next 12 months, we assume about $1.7
billion of liquidity sources, consisting primarily of FFO and credit facility
availability. We estimate uses of $1.4 billion of liquidity for capital
spending, maturing debt, and shareholder distributions.

The company maintains a bank credit facility totaling $1 billion that expires
in October 2017. As of March 31, 2013, the company had $637 million available
under the facility. The bank facilities require the parent and the utilities
to maintain a minimum total funded debt to capitalization ratio of 70%, with
which they comfortably comply.

Recovery analysis

We assign recovery ratings to first mortgage bonds (FMBs) issued by U.S.
utilities, which can result in issue ratings being notched above a corporate
credit rating (CCR) on a utility depending on the rating category and the
extent of the collateral coverage. The FMBs issued by U.S. utilities are a
form of "secured utility bond" (SUB) that qualify for a recovery rating as
defined in our criteria (see "Collateral Coverage and Issue Notching Rules for
'1+' and 'l' Recovery Ratings on Senior Bonds Secured by Utility Real
Property, Feb. 14, 2013). The recovery methodology is supported by the ample
historical record of 100% recovery for secured bondholders in utility
bankruptcies in the U.S. and our view that the factors that enhanced those
recoveries (limited size of the creditor class and the durable value of
utility rate-based assets during and after a reorganization given the
essential service provided and the high replacement cost) will persist in the
future. Under our SUB criteria, we calculate a ratio of our estimate of the
value of the collateral pledged to bondholders relative to the amount of FMBs
outstanding. FMB ratings can exceed a CCR on a utility by up to one notch in
the 'A' category, two notches in the 'BBB' category, and three notches in
speculative-grade categories, depending on the calculated ratio.

New Jersey American Water and Pennsylvania American Water's FMBs benefit from
a first-priority lien on substantially all of the utility's real property
owned or subsequently acquired. Collateral coverage of more than 1.5x supports
a recovery rating of 'l+' and an issue rating one notch above the CCR.
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Outlook

The stable outlook reflects our expectation that the company will continue to
effectively manage its regulatory risk, filing for timely rate relief, and be
able to generally earn, on average, its allowed return on equity. Under our
baseline forecast, we expect FFO to total debt of more than 16% and debt to
EBITDA of about 4.5x. Key risks to our base case scenario include the company
disproportionately expanding itg unregulated businesses. We expect the company
to finance acquisitions in a manner that supports credit quality, and
continuing to effectively execute its cost-management initiative.

We could raise the ratings if FFO to total debt consistently remained more
than 18% and debt to EBITDA were less than 4.5x. This could most probably
occur if the company were able to manage its regulatory risk and achieve
considerably higher-than-expected rate case outcomes.

We could lower the rating if regulatory risk increased or financial
performance stalled or deteriorated, which could result from substantial debt
financing of capital spending or acquisitions, such that FFO to debt fell to
less than 14% and debt to EBITDA rose to more than 5x.

Related Criteria And Research

e Criteria - Corporates - Utilities: Collateral Coverage and Issue Notching
Rules for ‘'1+’ and ‘1’ Recovery Ratings on Senior Bonds Secured by
Utility Real Property, Feb. 14, 2013

e Criteria - Corporates - Utilities: Assessing U.S. Utility Regulatory
Environments, Nov. 7, 2007

e Criteria - Corporates - Utilities: Notching Of U.S. Investment-Grade
Investor-Owned Utility Unsecured Debt Now Better Reflects Anticipated
Absolute Recovery, Nov. 10, 2008

e Criteria: Key Credit Factors: Business And Financial Risks In The
Investor-Owned Utilities Industry, Nov. 26, 2008.

e Criteria - Corporates - General: Methodology And Assumptions: Standard &
Poor's Revises Key Ratios Used In Global Corporate Ratings Analysis, Dec.
28, 2011

e Criteria - Corporates - General: Methodology: Short-Term/Long-Term
Ratings Linkage Criteria For Corporate And Sovereign Issuers, May 15,
2012

e Criteria - Corporates - General: 2008 Corporate Criteria: Commercial Paper
, April 15, 2008

e Criteria - Corporates - General: 2008 Corporate Criteria: Rating Each
Issue, April 15, 2008

e Criteria - Corporates - General: 2008 Corporate Ratings Criteria: Ratios
And Adjustments, April 15, 2008
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Ratings List

Upgraded; Outlook Action; Ratings Affirmed

ARmerican Water Works Co. Inc.
American Water Capital Corp.
Corporate Credit Rating

American Water Capital Corp.
Senior unsecured

Upgraded; Outlook Action

New Jersey-American Water Co.
Pennsylvania-American Water Co.
Corporate Credit Rating

Ratings Affirmed

American Water Capital Corp.
Commercial paper

To

A-/Stable/A-2

To

A-/Stable/--

From

BBB+/Positive/A-2

BBB+

From

BBB+/Positive/--

Complete ratings information is available to subscribers of RatingsDirect at
www.globalcreditportal.com and at www.spcapitalig.com. All ratings affected by
this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left

column.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 11:
Please provide a schedule that lists for each year for Kentucky American:
(a) The annual amount of FIN 48;
(b)  The total accumulated amount;

And explain any change from year to year.

Response:

Please see refer to the attachment for the FIN 48 calculations and accumulated balances
for each year 2009 through 2012. For 2008, there was no balance booked to the ledger
since the repairs adjustment was made to the 2008 tax return after the ledger was closed.
The 2009 ending balance includes both 2008 & 2009. It also includes explanations for

the change in balance.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 12:

Please provide a list of the forecasted repairs that comprise Kentucky American’s FIN 48
reserve.

Response:

Please refer to the attachment for a snapshot of the list of the assets in service. This
information was also provided previously in the response to Item 3 of the Commission’s
First Request for Information, workpaper WP1, page 11 — 18.

This snapshot shows the list of assets in service each month. The items labeled as
Replaced/Restored for Mains, Meters, Hydrants, and Services are highlighted in yellow
and summed at the bottom as Replacement Property Total. These are the assets deemed
to be eligible for the repairs tax deduction. We then multiplied the total by a 4 year
average rate of the repairs tax deduction over total replacement property, which is
67.51%. The result was our gross repairs deduction on the projected assets in service in
the rate case. These repairs are then multiplied by about 37.31%, which is our rate used
to calculate our FIN 48 reserve.
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KAW_R_PSCHDR1_NUM13 062013
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 13:
Please refer to Kentucky American’s response to Item No. 78 of the Commission Staff’s
Second Data Request. Provide the information for the other rate classes.

Response:

Please see attachment.
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KAW_R_PSCHDR1_NUM14 062013
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 14:
Please refer to KAW Hearing Exhibit 2. Please update the chart to include information
beginning January 1, 2008.

Response:

Please see attachment.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 15:

If available, please provide the number of disconnections from January 1, 2011 to date
resulting from failure to pay water service only.

Response:

The information requested is not available. Due to the payment allocation methods
practiced during the period from January 2011 through the termination of the billing
service contract, we are unable to determine the total number of disconnections KAWC
completed resulting from failure to pay water service only.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 16:

Please provide an update to Item No. 8 of LFUCG's Supplemental Requests for
Information.

Response:

Please find the Original Request for Information and update below.
Original Request for Information
Witness: Linda C. Bridwell

8. Does KAW have the ability to provide Lexington (or any other customer) with a monthly
electronic batch file (i.e.,, a spread sheet containing all accounts, meter read dates,
consumption volumes, and cost of service)?

Response:

Yes. With the new functionality of the SAP Customer Information System that will be
implemented in late May, 2013, KAW will have the ability to do collective billing. This
will alow customers with multiple accounts to be billed by a collective bill for all
accounts that are within the same hilling cycle (read on or about the same date). A
collective hill is not in the form of an electronic batch file (spread sheet), but instead is an
actual invoice that will include accounts, read dates, consumption volumes, and cost of
service.

At a meeting with LFUCG representatives in February, 2012 and subsequent phone
conversations this was discussed, with regard to simplifying LFUCG billing in the future,
and aso ease of preparing energy / utility management reporting. After SAP is
implemented KAW major accounts will work with LFUCG to pursue the best options for
future billing and usage statements. If LFUCG were to desire this information in an
electronic batch file format rather than collective bill, Kentucky American will work
toward providing the information in that format.
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Update:

There is no update to this response, other than to clarify that SAP was implemented May
20, 2013 and Kentucky American Water will go through one or two complete hilling

cycles to ensure the system functionality is correct, and then work with LFUCG toward a
monthly electronic batch file, asindicated.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 17:
Please provide in Excel format through the Commission’s online web porta and on
electronic media the schedules and supporting workpapers for Kentucky American’s
Base Period Update and Forecast Y ear Revisions.

Response:

Due to the size of the files and the links, the requested information has been provided on
aCD to dl parties.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 18:

Please refer to the Application Exhibit 37 at Schedule B-5.2. Please state the Dollar
Days for Chemicals.

Response:
The amount that was inadvertently omitted is $49,998,921. That amount should have
been included in the Company’ s December 28, 2012 Application Exhibit 37, Schedule B-
5.2 at page 5 of 6 and in the May 15, 2013 Base Period Update, Exhibit 37, Schedule B-
5.2 a page 5 of 6.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 19:

Please provide a copy of any rules or written guidance provided to customer service
representatives regarding allocating and/or tracking water and sewer customer calls.

Response:

The written guidance provided to customer service representatives is contained in the
attached document. The first six pages are from the guidance manual for ECIS that
would have been applicable prior to termination of billing services. Please note that
billing or shut-off questions had one code, regardless of whether they pertained to water
or sewer and only specific questions regarding request to provide sewer emergency shut-
offs were specifically coded to sewer. The second six pages are from the SAP guidance
manual that would be applicable for KAW calls after May 20.
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* UNIT 5°
ABAERICAN YWATER GREET THE CUSTOMER

Introduction

With every call that you receive at the Customer Service Center, you are required to 1) greet
the customer, 2) make a utility contact, and 3) wrap up the call. All calls received at the
Customer Service Center are monitored and tracked for quality of service. It is therefore
important that each customer service representative properly communicate with and
document each customer call that is received.

The following three processes are discussed in this unit.
1. Greeting the Customer
2. Making a Utility Contact
3. Wrapping up the Call

|. Greeting the Customer

Throughout your day as a CSR, you are responsible for handling customer inquiries and
requests in a courteous, professional, and expedient fashion. American Water's specific call
opening will enable you establish a rapport with customers at the very beginning of each
call. Additionally, CSRs will be required to document every call received throughout the day
establishing a history of each customer's interaction with American Water.

ll. Creating a Contact

Once you have accessed the account and confirmed account information, you are now
ready to create your utility contact. A utility contact is our way of documenting each call
received at the CSC. It is very important to track your daily work to determine the reasons
our customers contact us. Contacts also provide a history of customer issues that caused
the customer to call the CSC. The documentation of prior contacts often has a direct
relationship to the current call. As a CSR you are required to review the last three contacts
on an account to familiarize yourself with the history.

Determining the Purpose of the Call

Once you have identified the reason for the call you document this by choosing a contact
type. It is important that you choose the appropriate contact type (or reason for the call) as
the CSC uses this information for statistical purposes. The contact type also determines
which path the system takes you to in order to properly address the reason for the
customer’s call.

H,0 University 5-1
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UNIT 5:
GREET THE CUSTOMER

AMERICAN WATER

APPENDIX

Utility Contact Type Definitions

Contact types identify why a customer called the company. This document provides a list of
all Utility Contact types with a description and the purpose of each type. A new Utility
Contact should be created every time an account is accessed as a result of a
customer contact.

e Description Business Scenario ST LY
Type P Path Close?
Account Statement Customer calls to request a
ACCST | Request printout of his/her bill or ledger. LED NG

Used only by the IVR system

. when a customer calls to check
Customer Inquiry

ALERT Regarding an Alert why they have no water or to SOPR YES
report an emergency. Not for
use by CSRs.
BALIN Bala_nce / Payment Customer_ callls in with a billing or SNAP YES
Inquiry payment inquiry.
Contact regarding Used only by the
BKCOR bankruptcy Correspondence Dept.
BLCOR C_ontact regarding Used only by the
billing Correspondence Dept.
Customer calls to:
1) Inquire about what to do in
order for AWW to process their
Bankruptcy bankruptey,
BNKRT Notification 2) Inform AWW that bankruptcy CAPS NO

documentation is in the mail, or
3) Inquire about a bankruptcy
claim already submitted
processed.

Customer calls to advise of a
name change, mailing address

CDATA Customer Data CAPS YES
change, to add a password or
add a third party.

CFLWP | Customer Follow-up | Sustomer calls to follow up on a SOPR NO

previous contact.

5-2 H,0 University
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UNIT 5:
GREET THE CUSTOMER

collle Description Business Scenario ez ve AU
Type P Path Close?
Contact regarding live
CHCOR checks received at Used only by the
Correspondence Dept.
the call center
CLCOR Conta(;t regarding Used only by the
collections Correspondence Dept.
Used by the Correspondence
CMAIL Correspondence Mail Dept when processing letters CAPS YES
and faxes received from the
customer.
Used only by CSRs handling PA- PAAG NO
ATP calls.
Co”ections/Non_Pay Used by the Collections Dept in
COLL Inquiry all states for issues related to
shut off posting, overdue money, LED NO
or other collections status related
information.
Correspondence Used when the Correspondence
CORR P Department needs to follow-up CAPS NO
Follow-up
and handle
Customer calls in to be
. transferred to the payment line or
CREDT Connegt to Credit to make a credit card payment LED YES
Card Line . . i
with an authorized representative
at the Call Center.
CRLTR Credit Letter Request Used when a customer IS LGS NO
requesting a letter of credit.
Contact regarding Used only by the
DEMO o
demolitions Correspondence Dept.
: A telephone call is made by AW
DIALR Outbound Collections to collect on an outstanding debt. RQPT YES
DSCOR Contact regarding Used only by the
account disputes Correspondence Dept.
DSPTE | Customer Dispute Customer calls to dispute an SNAP NO
outcome on a situation.
EFT EFT Application Customer is requesting an EFT LGS NO
Application.
FLWUP | Service Order Inquiry | Customer calls in to follow up on SOAC YES
service order.
A customer calls in with a
GNINQ General Questions general question such as do you SNAP NO
service Des Moines, IA.
H,0 University 5-3
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AMERICAN WATER

collle Description Business Scenario ey ve AU
Type P Path Close?
HILOW Billing Inquiry .Cust.omer calls in with a high bill SNAP NO
inquiry.
INSP Field Investigation Service investigation needed at SOAC NO
the premise.
IVRRD through IVR or ' SNAP NO
read card or from a telephone
through a rep
call.
LKMB Main Break/Hydrant Custqmer calls to inform AWW of SOAC YES
Leak a main break or hydrant leak.
Customer calls in to set up,
LLORD Landlord Agreement maintain, or break a landlord CAPS NO
agreement.
Used by the Field only to
LOCAL | Account Information | document information, questions N/A N/A
or concerns on an account for
CSR review.
MCCOR Contact pertaining to | Used only by the
Medical Certifications | Correspondence Dept.
MLEAK Meter Leak Customer is calling to report a SNAP NO
meter leak.
MSCCH | Billing Adjustment Contact when billing processes MISC NO
an adjustment on an account
Customer calls to inform the
NOWTR No Water company that they have no SOAC YES
water.
Customer calls regarding an
NPINQ Non-Pay Inquiry account that has been or about LED YES
to be shut off for non-payment.
Customer calls to request water
OFF Turn Off to be shut off (to final account). SOAC YES
Turn On — Existing Existing customer calls to turn on
ONEXS Customer water service. SOAC YES
Turn On — New New customer calls to turn on
ONNEW Customer water service. SOAC YES
Existing customer calls to report
ONNP Turn On — Reconnect a payment made in order to have SOAC YES
After Non-Pay -
service reconnected.
5-4 H,0 University
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GREET THE CUSTOMER

collle Description Business Scenario ez ve AU
Type P Path Close?
Contact regarding
OPCOR Correspondence / Used only by the
Correspondence Dept.
Other
OUTCL Outbound Call Collection places an outbound CAPS YES
Contact call to a customer.
Customer is calling to request
PAYLO Payment Location information regarding a payment LED YES
location.
Contact regarding
PLCOR pledges from help Used only by the
: Correspondence Dept.
agencies
High/Low Pressure Customer calls in with high or
PRSSR Complaint low pressure concern. SNAP YES
PTERM | Payment Term Customer calls about a new or RQPT YES
existing payment arrangement.
PUC representative calls to
PUC PUC Complaint report PUC complaint. CSC — Do SNAP NO
not use.
PUCEL PUC Eollqw-up/ Used for the PUC complaint SNAP NO
Investigation/ Closure | process.
RATIN Rate Increase Inquiry Custor_ner calls V‘."th questions SNAP NO
regarding a rate increase.
Pavment Receiot Customer is calling in to provide
RECPT y P a receipt for situations other than LED YES
Number
reconnects.
RIPMT Rejected Bank A customer’s payment was LED YES
Payment rejected from the bank.
. Used when U.S. mail has been
RMAIL Returned Mail returned to the CSC. CAPS NO
Used when a customer or non-
RSTRN Restoration customer calls to inform us of a SOAC NO
possible restoration issue.
SACOR Contact regarding Used only by the
Special Accounts Correspondence Dept.
SCCOR Contact regarding Used only by the
Shared Services Correspondence Dept.
Contact regarding Used only by the
SOCOR Service Orders Correspondence Dept.
Contact concerning Used only by the
SSCOR Sheriff Sales Correspondence Dept.
H,0 University 5-5
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collle Description Business Scenario ey ve AU
Type P Path Close?
Verification of Service Used when a customer is
SVLTR requesting a verification of LGS NO
Request .
service letter
Sewer Acquisitions Used when a customer has a
SWRAD A question about a sewer LED NO
and Divestitures o ] -
acquisition or a divestiture
SWRSY Sewer Services Customer calls in with sewer SOAC NO
Problem back up problem.
Customer calls for new service at
TAP New Service (TAP) a premise that currently does not CAPS YES
have service available.
Turned On/Off in Used when the customer has
TOIE Error been turned on or off in error. SOAC NG
Used when a customer has
WLPP Water Line Protection q_uest|ons concerning Water WLPP NO
Program Line, Sewer Line or In-Home
protection programs.
. Customer calls requesting a
WQRPT Water Quality Report Water Quality Report. CAPS NO
WSVC O & M Water Used by operating company and SRVM YES
back room personnel.
Water Qualit Customer calls with a question or
WTRQ euality complaint about their water wWQ NO
Complaint !
quality.
WWSVC Sewgr Authority Customer calls fo_r a sewer CAPS YES
Inquiry authority related issue.
Supervisor .
ZBILL Escalation/Billing Used by supervisors SNAP NO
Supervisor .
ZCOLL Escalation/Collections Used by supervisors SNAP NO
Used by Billing Reps only when
- state regulations require a new
ZERO Back billing for stuck meter to be read prior to back Not Used NO
meter o : .
billing for a previously installed
meter that was stuck.
Supervisor .
ZOTHR Escalation/Other Used by supervisors SNAP NO
ZSERY | Supervisor Used by supervisors SNAP NO
Escalation/ Service
5-6 H,0 University
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AMERICAN WATTR

Job-Aid_CIS_IR Classes_and_IR_Actions

Purpose:
To provide a list of the Interaction Record (IR) classes and Interaction Record (IR) actions used to create

Interaction Records in CRM.

Note: Some IR Actions are hidden. These types of hidden IR Actions are only visible once a process has been
executed. For example, the IR Class of “Payment Returned” would populate once SAP processes a returned
payment; a user will never be allowed to select this type of IR Action. :

Misc Adjustment Approval Request Pending (hidden)
Misc Adjustment Approved (hidden)

Misc Adjustment Rejected (hidden)

Courtesy Adjustment Approval Request Pending (hidden)
Courtesy Adjustment Approved (hidden)

Courtesy Adjustment Rejected (hidden)

Refund Approval Request Pending (hidden)

Refund Request Approved (hidden)

Refund Request Rejected (hidden)

Answering Machine

Auto Dialer Incomplete

Busy AM

Busy PM

Contact Made with Collection Agency
Customer Returned Call

Fax Machine Detected

Hung Up on Hold

No Answer AM

No Answer PM

No Longer in Service

Non Right Party Contact Made in AM
Non Right Party Contact Made in PM
Right Party Contact Made in AM
Right Party Contact Made in PM
Wrong Number

Adjustments and balance
transfer

AutoDial 1% Party

This document may include proprietary information that is confidential to Accenture or American Water. This confidential information may not be
disclosed, used or duplicated in whole or in part by one party without the express written consent of the party that owns that confidential information.
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AMERICAN WATIR

Job-Aid_CIS_IR Classes_and_[IR_Actions

Adjustment Inquiry / Request

Bill / Balance Inquiry

Billing Follow Up Inquiry

Budget Bill Set Up

Budget Bill Removed

Budget Bill Removed by Dunning (hidden)
Budget Bill Reinstated by Dunning (hidden)
Cancel Rebill

Charge Explanation

Customer Read

Dispute - Billing

General Inquiry

High/Low Bill Inquiry

Manual Bill Workflow Approved (hidden)
Manual Bill Workflow Rejected (hidden)
Ocean City Sewer Refund Generated

Rate Inquiry

Supervisor Escalation-Billing

Account Locks — Add / Remove

ATP — PA Installment Plan Created

ATP — PA Installment Plan Deactivated
Balance Transfer Request

Bankruptcy Inquiry / Notification

Deferral Due Date

Disconnection Doc SveOrder Not Updated / Cancelled (hidden)
Disconnection Doc SvcOrder Updated / Cancelled (hidden)
Disconnection inquiry

Dispute — Collections

Follow Up

General Inquiry

Installiment Plan Created

Installment Plan Deactivated

Make a Payment

Medical Certificate

Municipality Sewer Shut Off Move Out
‘Payment Location

Pledge Request Cancelled

Pledge Request Created

Pledge Request Fulfilled

Pledge Request Reversed

Receipt / Confirmation Received
Reconnection Inquiry

Sewer Shut Off Letter Generated (hidden)
Sewer Shut Off Svec Ord Cancelled (hidden)
Sewer Shut Off Svc Ord Generated (hidden)
Sewer Reconnect Svc Order Generated (hidden)
Supervisor Escalation — Collection

Billing

Collection

® 8 6 @ & & & @ 0 % 8 @ 6 o 8 6 6 © ¢ & 6 © & & & © 0 O 6 (e e o 0 s 0 o 8 6 0 O 0 s o 0 o o o

This document may include proprietary information that is confidential to Accenture or American Water. This confidential information may not be
disclosed, used or duplicated in whole or in part by one party without the express written consent of the party that owns that confidential information.
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AMERICAN WATIR

Job-Aid_CIS_IR Classes_and_IR_Actions

s Attorney General
e Better Business Bureau
s Customer Dispute
. s Customer PUC Complaint
Complaints s Customer PUC Complaint — Mediation
e Exec Response Team Complaint
¢ Federal Emerg Mgmt Agency
s  PUC Follow-Up / Invstgtn / Closure
Correspondence e Ad-hoc Correspondence Rejected (hidden)

Correspondence Sent

Customer Contact

Device Install

Device Removed

Disconnection for Non-Compliance
Extension Granted

Install Letter 1

install Letter 2

Install Letter 3

Mail Directive Created / Changed
Non Customer Contact

Physical Inspection Completed
Repair Letter 1

Repair Letter 2

Repair Letter 3

Survey Letter Trigger 1

Survey Letter Trigger 2

Survey Letter Trigger 3

Survey Result Updated

Test Letter 1

Test Letter 2

Test Letter 3

Test Result Upload

Upgrade Letter 1

Upgrade Letter 2

Upgrade Letter 3

Alert

AW Sewer Back- up / Leak
Emergency Notification Completed (hidden)
Follow Up

Hydrant Leak

Main Break

No Water

Other

Pressure (High)

H20 Contribution Removed
H20 Discount Recertification Applied
H20 Service Discount Applied
H20 Service Discount Removed
H20 Service Discount Updated

Cross Connection

Emergency

H20 Discounts

This document may include proprietary information that is confidential to Accenture or American Water. This confidential information may not be
disclosed, used or duplicated in whole or in part by one party without the express written consent of the party that owns that confidential information.
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AMERICAN WATTR

Job-Aid_CIS_IR Classes_and_IR_Actions

¢ Billing / Balance Inquiry
¢ Enroliment Inquiry
Repair Inquiry

Home Owner Services

Fetch Meter Readings (hidden)

Corres Request — Account Statement (hidden)

Corres Request - EFT Request Form (hidden)

Corres Request — Landlord Assignment Letter (hidden)
Corres Request — Letter of Credit Form (hidden)
Corres Request — Svc Verification Letter (hidden)
Record Customer Provided Reading (hidden)

IVR

Migrated Contact Migrated ECIS Contact

Banked Usage Overridden

Dedicated rrigation Allotment Record Changed
Dedicated Irrigation Allotment Record Created
Mix Use Account Allotment Record Changed
Mix Use Account Allotment Record Created
Non-Residential Allotment Record Changed
Non-Residential Allotment Record Created
Residential Allotment Record Changed
Residential Allotment Record Created
Automatic Move in - Owner Allocation
Automatic Move In Removal — Owner Allocation
Demolition

Demolition Notification Created (hidden)
Follow Up of Move In / Move Out

General Inquiry

Landlord Agreement —~ Follow Up

Landlord Agreement Removal

Move In Created

Move Out Created

New Service Inquiry / Request

NSI Notification Completed (hidden)
Reverse Move In

Reverse Move QOut

Transfer of Service Created

Verification of Residency Follow Up

Code Premise Vacant Request

Customer Inquiry Red Alert

Follow Up

General Inquiry

Incomplete Call

Loss Control Request

Master Data Change

Municipality Inquiry

Restoration

Returned Mail

Supervisor Call Back - Other

Supervisor Escalation — Other

Threat / Incident

This document may include proprietary information that is confidential to Accenture or American Water. This confidential information may not be
disclosed, used or duplicated in whole or in part by one party without the express written consent of the party that owns that confidential information.

Monterey Survey

Moves

Other Issues
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AMERICAN WATIR

Job-Aid_CIS_IR Classes_and_IR_Actions

Outbound Emergency
Communication

« Outbound Emergency Dialer Communication (hidden)

« Actual Payment not received for pending payment (pending)
Actual Payment n/rcvd for Pending Pymt & Sve.Ord cncld
(hidden)

Contract Account Cash Only (hidden)

Payment made using old Contract Account (hidden)

Pending Payment Not Received & Svc Ord Cancelled (hidden)
Pending Payment Received (hidden)

Pending Payment Reversed (hidden)

Pending Payment Reversed & Svc. Order Cancelled (hidden)

Payment

Returns

Payment Returned (hidden)

Cancel / Reschedule
Demolition Work Order
Follow Up

General Inquiry
Investigative Work Order
Meter Work Order

Turned On/Off Work Order

Service Order

Technical Master Data Technical Master Data changed (hidden)

Water Quality — Appearance

Water Quality — Boil Order

Water Quality — Color

Water Quality — General Inquiry

Water Quality — lliness

Water Quality — Notification Complete

Water Quality — Odor

Water Quality — Stained Laundry

Water Quality - Taste

Water Quality — Water Feel

Cancel Move In (hidden)

Cancel Move Out (hidden)

Cancel Reconnect (hidden)

Contact Information Changed (hidden)

Date of Birth Changed (hidden)

E-billing enrollment (hidden)

E-billing un-enrollment (hidden)

EFT Enroliment (hidden)

Email Address Changed (hidden)

Mailing Address Changed (hidden)

Move In Requested — Existing Customer (hidden)
Move In Requested — New Customer (hidden)
Move In Rescheduled (hidden)

Move In Scheduled — Existing Customer (hidden)
Move In Scheduled — New Customer (hidden)
Move Out Requested (hidden)

Move Out Rescheduled (hidden)

Water Quality

Web Self Service (WSS)

This document may include proprietary information that is confidential to Accenture or American Water. This confidential information may not be
disclosed, used or dupticated in whole or in part by one party without the express written consent of the party that owns that confidential information.
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AMERICAN WATTR

Job-Aid_CIS_IR Classes_and_IR_Actions

Move Out Scheduled (hidden)

Name Change Requested (hidden)
Password Changed (hidden)

Password Hint Changed (hidden)

Pay Bill— Credit Card (hidden)

Pay Bill - E Check (hidden)

Pay Bill — Record Cash Payment (hidden)
Payment Location Search (hidden)
Reconnect (hidden)

Registration Completed (hidden)
Registration E-mail resent (hidden)
Registration Pending (hidden)

Rights and Responsibilities (hidden)
Service Address Changed Requested (hidden)
SSN Changed (hidden)

Third Party Accepted (hidden)

Third Party Invited (hidden)

Third Party Rejected (hidden)

Third Party Removed (hidden)

Web Login Reactivated (hidden)

Web Self Service (cont’d)

This document may include proprietary information that is confidential to Accenture or American Water. This confidential information may not be
disclosed, used or duplicated in whole or in part by one party without the express written consent of the party that owns that confidential information.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 20:

Please provide the support for the following statement on page 9 of Ms. Bridwell’s
rebuttal testimony, “At full saturation of water efficient fixtures and appliances, it is
estimated that indoor water usage could be reduced to 88 gallons per customer per day.”

Response:

From Table 2 of Exhibit LB-2 of Ms. Bridwell’s Direct Testimony (page 2 of 3), a post-
regulatory indoor usage of 38.3 gallons/capita/day is expected at full saturation. From
U.S. Census Bureau DP-02 5 year estimates (2007-2011) data for the Lexington-Fayette
urban county, Kentucky area, the average household size is 2.29 persons/household. To
calculate 38.3 gallons/person/day x 2.29 persons/household = 88 gal/household
(customer) /day rounded to nearest whole number.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 21:

Please explain how Kentucky American’s forecasted allocation of call center expense
was calculated, including the years that were considered.

Response:

Customer Service Center (CSC) historical base year expenses were adjusted to reflect
projected merit increases and inflation for 2013 and 2014. CSC base year labor and labor
related charges were adjusted for projected merit increases of 3% in both 2013 and 2014
with the exception of union employees at the Alton and Pensacola locations. The 2014
merit increase was prorated for the applicable number of days in the pro forma period
(April-July = 122 days) or 122/365 = 33.42%. Union employees merit increases were
calculated based on the current negotiated wage rates in their contracts. Please see the
response to Item 14 of the Attorney General’s Second Request for Information, part b for
more details on the calculation of CSC labor merit increases. Base year other costs (non-
labor related) were increased by prorated inflation rates of (1.8% x .7534) and (1.9% X
.5808) respectively for 2013 and 2014.

The projected Customer Service Center expenses were then apportioned to Kentucky
based on Kentucky’s higher level of direct charges resulting from the new call handling
direct charging mechanism. Kentucky’s January — May 2012 actual call handling
percentage was an average of 5.81% of total costs (based on customer counts
allocations). This was adjusted for the 2013 projection to 6.10550% as a reforecast for
the remainder of 2012 (based on call handling direct charge allocations). Thus the 2013
and 2014 Customer Service Center Costs were allocated to KAW based on a 6.10550%
resulting from the new Call Center direct charging methodology. This information was
provided compared to other American Water Company in Exhibit LB-1 attached to Linda
Bridwell’s Direct Testimony.
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Question 22:

With respect to Kentucky American’s declining use calculation, please provide the base
usage for 10 years by customer class.

Response:

Please see the tables below. Please note that the 10-year trend calculation for residential
was utilized even while the 5-year declining use trend was steeper. The same was true
for Other Public Authority trends. However, KAW utilized the 5-year declining use
trend for the Commercial class, while the 10-year trend calculation for Commercial
customers was steeper.

Residential Base Usage

Base Usage (Dec-
April Average)
Year (gal/cust)
2003 4,532
2004 4,590
2005 4,524
2006 4,459
2007 4,425
2008 4,266
2009 4,314
2010 4,259
2011 4,105
2012 3,931

Commercial Base Usage
Base Usage (Dec-
April Average)
Year (gal/cust)

2003 38,903
2004 37,659
2005 37,346
2006 36,044

2007 35,586




KAW_R_PSCHDR1_NUM22_062013
Page 2 of 3

2008 33,659
2009 32,873
2010 33,140
2011 32,290
2012 30,788

OPA Commercial Base Usage

Base Usage (Dec-
April Average)
Year (gal/cust)

2003 213,220
2004 216,891
2005 203,057
2006 212,198
2007 199,208
2008 221,137
2009 207,461
2010 201,794
2011 182,607
2012 164,286

The Winter Average or Base Usage values presented above that were used to create the “Base
Trend (Winter Avg. Dec- Apr)” in Petitioner’s Exhibits LB 3a, 3b and 3c were derived from the
following dataset.

Residential Commercial OPA
Mo. Mo. Mo.

DATE Usage Usage Usage Usage | Usage Usage
(gal per # (0al per # (gal per

(kgal) # Cust. cust.) (kgal) Cust. cust.) (kgal) | Cust. cust.)
Dec-02 457,634 95,576 4,788 | NA NA NA 104,644 470 222,647
Jan-03 371,460 95,457 3,891 290,267 8,047 36,071 89,356 468 190,932
Feb-03 425,354 95,680 4,446 274,617 8,064 34,055 97,126 469 207,092
Mar-03 526,245 95,911 5,487 | 365,946 | 8,069 | 45,352 | 109,809 472 | 232,646
Apr-03 389,253 96,120 4,050 324,698 8,090 40,136 | 102,987 484 212,783
Dec-03 429,455 97,718 4,395 | 289542 | 8,250 | 35,096 | 100,536 487 | 206,439
Jan-04 491,833 97,656 5,036 341,468 8,194 41,673 97,509 485 201,049
Feb-04 426,846 97,673 4,370 | 286,170 | 8,183 | 34,971 | 70,291 487 | 144,335
Mar-04 457,075 97,781 4,674 | 315365 | 8,160 | 38,648 | 109,726 487 | 225,310
Apr-04 438,569 98,071 4,472 310,206 8,183 37,909 | 149,665 487 307,320
Dec-04 487,088 99,267 4907 | 317,059 | 8,164 | 38,836 | 103,665 484 | 214,184
Jan-05 469,589 99,442 4,722 311,590 8,165 38,162 | 100,839 483 208,776
Feb-05 423,630 99,551 4,255 | 285275 | 8,180 | 34,875 | 94,867 483 | 196,412
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Mar-05 408,557 | 99,801 | 4,094 | 286,132 | 8,179 | 34,984 | 90,695 | 482 | 188,164
Apr-05 464,542 | 100,043 | 4,643 | 327,464 | 8,213 | 39,871 | 100,343 | 483 | 207,749
Dec-05 474,998 | 101,683 | 4,671 | 295638 | 8,262 | 35783 | 118,937 | 484 | 245738
Jan-06 502,166 | 101,740 | 4,936 | 324,702 | 8,264 | 39,291 | 102,663 | 484 | 212,114
Feb-06 414,197 | 102,836 | 4,028 | 269,288 | 8,371 | 32,169 | 91,357 | 484 | 188,754
Mar-06 434,109 | 103,237 | 4,205 | 311,199 | 8,374 | 37,163 | 92,844 | 484 | 191,826
Apr-06 460,397 | 103,351 | 4,455| 301579 | 8421 | 35813 | 107,940 | 485 | 222,557
Dec-06 456,227 | 104,780 | 4,354 | 311271 | 8586 | 36,253 | 99,993 | 486 | 205,747
Jan-07 479,432 | 104,801 | 4,575 | 290,628 | 8,586 | 33,849 | 86,507 | 485 | 178,365
Feb-07 444,595 | 104,890 | 4,239 | 301,707 | 8,580 | 35164 | 91,677 | 485 | 189,025
Mar-07 474,364 | 105,065 | 4,515 | 299133 | 8585 | 34,844 | 95329 | 485 | 196,555
Apr-07 467,846 | 105303 | 4,443 | 326,225 | 8,626 | 37,819 | 109,779 | 485 | 226,348
Dec-07 451,596 | 106,068 | 4,258 | 287,753 | 8,585 | 33518 | 103,784 | 488 | 212,672
Jan-08 481,665 | 106,086 | 4,540 | 292886 | 8586 | 34,112 | 86,381 | 489 | 176,648
Feb-08 479,597 | 106,072 | 4,521 | 308,874 | 8579 | 36,003 | 112,302 | 494 | 227,332
Mar-08 423,874 | 106,293 | 3,988 | 273591 | 8574 | 31,909 | 107,987 | 497 | 217,278
Apr-08 427,401 | 106,292 | 4,021 | 286,211 | 8,739 | 32,751 | 134519 | 495 | 271,756
Dec-08 450,141 | 107,003 | 4,207 | 273,063 | 8,748 | 31,214 | 109,054 | 504 | 216,377
Jan-09 519,831 | 106,914 | 4,862 | 299,650 | 8,731 | 34,320 | 110,974 | 504 | 220,187
Feb-09 451,810 | 106,974 | 4,224 | 292535 | 8,716 | 33,563 | 103,690 | 503 | 206,143
Mar-09 426,279 | 107,009 | 3,984 | 272,194 | 8,722 | 31,208 | 96,799 | 501 | 193,212
Apr-09 459,948 | 107,178 | 4,291 | 298661 | 8,769 | 34,059 | 100,896 | 501 | 201,389
Dec-09 462,956 | 107,500 | 4,307 | 281,456 | 8,760 | 32,130 | 99,080 | 519 | 190,906
Jan-10 495,882 | 107,578 | 4,610 | 293210 | 8,560 | 34,254 | 107,780 | 522 | 206,475
Feb-10 416,254 | 107,757 | 3,863 | 260,023 | 8,544 | 30,433 | 106,261 | 524 | 202,788
Mar-10 424,881 | 107,860 | 3,939 | 264,352 | 8,561 | 30,879 | 108,542 | 529 | 205,183
Apr-10 494,960 | 108,117 | 4,578 | 326,254 | 8,585 | 38,003 | 108,324 | 532 | 203,617
Dec-10 496,000 | 108,389 | 4,576 | 306,952 | 8,609 | 35655 | 102,959 | 524 | 196,487
Jan-11 466,274 | 108,446 | 4,300 | 282,123 | 8,757 | 32217 | 95117 | 528 | 180,146
Feb-11 414,158 | 108,390 | 3,821 | 265531 | 8,722 | 30,444 | 87,904 | 525 | 167,436
Mar-11 410,222 | 108590 | 3,778 | 263545 | 8,717 | 30,233 | 95629 | 525 | 182,150
Apr-11 440,715 | 108,838 | 4,049 | 287538 | 8,739 | 32903 | 98,640 | 528 | 186,818
Dec-11 432,483 | 109,071 | 3,965 | 263942 | 8,735| 30217 | 94,442 | 532 | 177,523
Jan-12 462,591 | 109,285 | 4,233 | 269,717 | 8,718 | 30,938 | 83,801 | 531 | 157,817
Feb-12 410,575 | 109,508 | 3,749 | 266,885 | 8,704 | 30,662 | 84,100 | 531 | 158,380
Mar-12 414,381 | 109,782 | 3,775 | 264,865 | 8,709 | 30,413 | 77,388 | 529 | 146,291
Apr-12 432,722 | 110,019 | 3,933 | 277,717 | 8758 | 31,710 | 96,334 | 531 | 181,420
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 23:

With respect to Kentucky American’s declining use schedules, please provide the data
from December 2012 to May 2013.

Response:

Please see the table below.

OPA
Residential Commercial
Mo. Mo. Mo.

Usage Usage OPA Usage
Usage (gal per Usage # (gal per Usage (gal per

Date (kgal) # Cust. cust.) (kgal) Cust. cust.) (kgal) | #Cust. | cust.)
Nov-12 | 461,075 | 110,808 4161 | 314495 | 8801 | 35734 119,043 534 | 222,927
Dec-12 | 416,413 | 110,935 3,754 | 258938 | 8,782 | 29,485 100,475 532 | 188,863
Jan-13 465,882 | 111,126 4,192 | 255,557 | 8,774 | 29,127 90,760 531 | 170,923
Feb-13 434,338 | 111,280 3903 | 272612 | 8773 | 31,074 98,673 532 | 185,476
Mar-13 | 405,219 | 111,457 3636 | 268919 | 8,784 | 30,615 84,146 532 | 158,169
Apr-13 | 418,919 | 111,655 3,752 | 262,249 | 8,802 | 29,794 96,467 535 | 180,312
May-13* | 455,956 | 111,655 4,084 | 240,263 | 8,802 | 27,296 101,416 535 | 189,563

Dec-Apr

Avg. 3,847 30,019 176,748

*Please note that on May 20, 2013, KAW began hilling in SAP.

Information was combined
from both systems and the customer count for April was used due to difficulties in immediately
guerying the system after the “Go Live” of SAP. The usage, which is based on billing, may aso
be affected as some hills were held to correct for any errors in the system, and may not have
actually been billed until early June.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 24

Please provide the actual data for the seven months that Kentucky American utilized to
normalize for weather in calculating declining use.

Response:

As described in Linda Bridwell’s Direct Testimony at pages 31-38, KAW used the five-
month period from December to April for the last ten years (five years was used for
commercial customers) to calculate a “weather-normalized” or “weather-neutral” base
use period. That data shows that there is an annual declining use trend of 1.43% for
residential customers, 1.80% for commercial customers, and 1.85% for other public
authority customers (Bridwell Direct, p. 31). That data is set forth in response to Item 22
of these Hearing Data requests.

For non-base usage, KAW used the seven-month period from May to November for the
same ten-year period used for the base use period (Bridwell Direct, pp. 34-36). That data
was provided in the attachment to the response to Item 10 of the Commission Staff’s
Second Request for Information. Please see the section on each page of that attachment
labeled “average monthly & yearly usage per customer.”

Please note that the results of this analysis are also set forth in Exhibits 3a, 3b, and 3c to
Ms. Bridwell’s Direct Testimony.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 25:

Please refer to Kentucky American’s response to Item No. 20 of Commission Staff’s
Third Request for Information.  For each project in which the cost per foot exceeds
$100, please provide:

(a) A brief explanation and breakdown of the costs, including whether the
project took place in an urban area; and

(b)  State whether the project was competitively bid. If not, explain why
not.

Response:

Please refer to the attachment.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 26:
Please refer to OAG Hearing Exhibit 8. Please provide:
(a) A color copy of the original chart; and

(b)  Update the chart to include the years from 2006 to the most recent
year available.

Response:

Please see the attached. Please note that the 2007-2011 has been added to the chart, but
population changes updated with the 2010 census have altered the per capita usage
calculation slightly between 2000 and 2006 but have not been changed on the graph.

Further note that these demand projections are intended for long-term capacity planning
tied to population projections through the Kentucky State Data Center, while the per
customer usage calculations have been utilized for shorter term usage for budget
purposes.



WBPISOY ‘Hedy e ¥H4S JUapISaY MON [enuapisay Ajiwe 9|6ulS e

Page 2 of 3

JesA

900¢ S00¢ v00C €00¢ ¢00¢ TOOC 000¢ 666T 866T L66T 966T G66T 66T €66T <661 T66T 066T 686T 8861 L86T 9861

000

00°0¢

KAW_R_PSCHDR1_NUM26_062013

000

00°09

00°08

00°00T

00°0¢T

abesn ende) 1ad parewns3 MM

AeQq Jad suojeo



Page 3 of 3

1UBPISAY “Hedy e Y4S JUBPISIY MIN [eruapIsaYy Ajiwed 3|SUlS =

Jeap
0T0¢C 800¢ 900¢ 00¢ ¢00¢ 000¢ 8661 9661 7661 66T 066l 8861 9861

1 1 1 1 1 OO-O

KAW_R_PSCHDR1_NUM26_062013

00°0¢

00°0v

Aeq 13d
eyde) 1ad suojjen

00°09

AT N A S~

< 00°00T

00°0¢T

98esn eyde) 1ad palewinsi M\l




KAW_R_PSCHDR1_NUM27 062013
Page 1 of 5

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 27:

Please provide a copy of the Georgetown ordinance regarding fire hydrant fees.

Response:

Please refer to the attachment.
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FIRE PREVENTION AND PROTECTION §7-1

ARTICLE I. IN GENERAL

Sec. 7-1. Regulation of open fires.

(a) Purpose. The purpose of this ordinance is to provide for the issuance of permits for the
burning of suitable materials under safe conditions consistent with the provisions, below.

(b) Permit issuance. No person shall ignite an open fire without having first obtained a
permit from the local office of fire marshall or the chief of the fire department or his or her
designee. Open fire is defined as the burning of any material that results in the products of
combustion being emitted directly into the ambient air without passing through a chimney or
stack. The permit issued for such a fire shall contain the conditions under which the fire shall
be started, maintained and extinguished.

The city shall charge an open fire permit fee of fifty dollars ($50.00), to defray the cost of
administrating the provisions of this section.

(¢c) Performance standards. All open fires shall conform to the following standards:

(1) No fire shall be started within fifty (50) feet of any structure. This distance may be
extended by the permit issuing official in the event the proposed fire is upwind of the
threatened structure;

(2) No fire shall be started within one hundred fifty (150) feet of any woodlands;

(3) The permit holder or person designated on the permit shall be present at all times from
the ignition of the open fire until it is extinguished;

(4) Number 1 or 2 diesel fuel and paper are the only permitted accelerants;

(5) The official issuing the permit shall consider the fire's content, location, weather
conditions, immediate area, method of extinguishing, persons available at site and the
experience of the person[s] available. Based upon these factors, the issuing officer shall
determine the size of the fire;

(6) The permit shall be maintained on site at all times until the fire is extinguished,

(7) The official issuing the permit, any law enforcement official and any fire fighting
officer are authorized to order the open fire extinguished at any time he or she believes
the fire poses a threat to persons or property;

(8) No one shall commence burning prior to three (3) hours after sunrise. Burning shall be
completed on the same day as started, no later than three (3) hours prior to sunset;

(9) The smoke produced by the fire shall not be allowed to cross any road, street, drive or
highway at such height that motorists' visibility is affected;

(10) Brush or other approved waste must be generated or produced on the property on
which the permitted fire is requested;

(11) All applicable regulations of the natural resources cabinet shall be observed;
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GEORGETOWN CODE

(12) The following materials shall not be permitted in any open fire:

=

&
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Household solid waste;

Tires;

Petroleum products;

Putrescible waste;

Hazardous waste;

Construction and demolition waste, except untreated wood;
Municipal solid waste;

Treated wood;

Furniture and carpeting;

Electrical wiring;

Appliances;

Animal carcasses;

Pesticides, herbicides, or other toxic compounds;
Aerosol cans;

Plastics; and

Page 3 of 5

Any other material, the burning of which under the applicable circumstances,

constitutes a threat to the public safety.

(Ord. No. 99-013, §§ 1—3, 5-20-99)

Sec. 7-2. Hydrant fee.

(a) Establishment of hydrant fee. A fee for fire hydrants shall be charged of all customers,
within the area of the city served by KyAm (the Kentucky American Water Company). This fee
shall cover all costs related to the maintenance of fire hydrants within the KyAm service area.
Related costs shall include the city's cost of administering the collection of the fee and the
required remittance to KyAm in satisfaction of all fire hydrant service charges levied for the

provision and maintenance of fire hydrants within the KyAm service.

(b) Calculation of hydrant fee. The fire hydrant fee to be charged customers of the KyAm
service area shall be calculated as follows:

(1) The KyAm annual service charge per hydrant times the number of hydrants in the
KyAm service area yields the amount to be collected from the benefitted residents. The
number of hydrants used in this calculation shall be the actual number of hydrants in

service plus that number reasonably anticipated for installation during the coming

year;

(2) The amount determined in paragraph (1) above, times one hundred fifteen (115)
percent, yields the total income the city must receive to cover the service charge for all

hydrants anticipated during the year in which the established fee is to be collected, the
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FIRE PREVENTION AND PROTECTION § 7-2

expense of administering the collection and payment of funds under this section,
additional funds necessary to offset income lost due to nonpayment of fee and interim
rate increases. In the event the actual experience reveals that one hundred fifteen
(115) percent of the KyAm service charge is not sufficient to cover the actual costs
described above, the city, upon documentation of the insufficiency, may establish the
total required income under this paragraph at greater than one hundred fifteen (115)
percent of the amount determined in paragraph (1) above;

(3) The amount determined in paragraph b., above, divided by the number of customers
yields the annual amount to be collected from each customer in the KyAm service area;

(4) The amount determined in paragraph (3), above, divided by twelve (12) yields the
monthly payment to be collected from each customer.

(¢c) Annual review of hydrant fee. On or before January 1 of each succeeding year after the
effective date of the hydrant fee, the city shall review the fee calculated under subsection (b)
above, making such adjustments as are necessary to maintain the fee at one hundred fifteen
(115) percent of that amount required to cover the anticipated annual cost of the KyAm service
fee for fire hydrants, subject to the provisions of subsection (b)(2).

(d) Responsibility for hydrant service charge. The initial responsibility for the service
charge for KyAm hydrants shall rest with the person or entity with whom KyAm contracted
for the installation of the hydrant. Hydrants which are installed as part of the public fire
protection service shall be installed pursuant to approved development plans or subdivision
plats and dedicated to the city's use as part of the public fire protection service.

The city's acceptance of the dedication shall occur at such time as the public improvements, of
which the hydrant is part, are installed according to the approved plan pursuant to the
provisions of KRS 100.277(4). The city shall assume responsibility for the KyAm service fee
upon acceptance of the dedication (e.g. a developer will be responsible for the cost of the
hydrant until he or she has installed all public improvements according to a planning
commission approved plan or plat. Upon acceptance of the installed hydrant into the public fire
protection system, the city shall assume responsibility for hydrant payments to KyAm.)

(e) Responsibility of Kentucky American Water Company. The Kentucky American Water
Company shall cooperate with the city in the provision of all necessary information related to
the location and number of KyAm fire hydrants within the city's limits and the number and
location of KyAm's customers. KyAm shall include the city's fire hydrant fee on its water bill
to customers within the city's boundaries. KyAm shall remit to the city all hydrant fee
payments collected. The remittance of these payments shall be on or before the tenth day of
each month.

(f) Commencement of hydrant fee payments. The KyAm customers' monthly hydrant
payments shall commence upon the completion of the following:

(1) The calculation of the city's fee as provided above;

(2) Notification to KyAm of the amount to be collected;

Supp. No. 4 525
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§ 7-2 GEORGETOWN CODE

(3) The inclusion of the amount to be collected on the KyAm customer water bill; and

(4) Ifnecessary, approval by the public service commission of the inclusion of the city's fee
on the KyAm customer water bill.
(Ord. No. 99-045, § 1—6, 11-18-99)

Secs. 7-3—7-15. Reserved.

ARTICLE II. FIRE SAFETY STANDARDS

Sec. 7-16. Adoption of Kentucky Standards of Safety.

The Kentucky Standards of Safety (Fire Prevention Code) as promulgated in 815 KAR
10:060(4)(b)[1] and [2] by the department of housing, building and construction on the advice
and recommendation of the state fire marshal, is hereby adopted and incorporated by reference
as set forth in said regulation excluding those standards which are excluded by state
regulation as an ordinance for the city. Copies of the code book are available through the
department of housing, buildings and construction, 101 Sea Hero Road, 100 Suite, , Frankfort,
Kentucky 40604-5405, or a copy may be reviewed at the office of the City Clerk, City of
Georgetown.

(Ord. No. 90-031, § 1, 12-13-90; Ord. No. 07-013, § 1, 8-27-07)

Editor’s note—Ord. No. 90-031, § 1, adopted Dec. 13, 1990, amended §§ 7-16—7-19 to read
as herein set out. Prior to inclusion of said ordinance, §§ 7-16—7-19 pertained to similar
subject matter and derived from Ord. No. 83-003, §§ 2, 3, adopted March 3, 1983.

Sec. 7-17. Adoption of National Fire Codes.

The 2006 NFPA 1 Uniform Fire Code and NFPA 101 Life Safety Code copies of which are on
file in the office of the chief of the city fire department and at the office of the City Clerk, City
of Georgetown, are hereby adopted and incorporated by reference as set forth in 815 KAR
10:060(4)(b)[1] and [2] as an ordinance for the city, said ordinance being incorporated herein by
this reference.

(Ord. No. 90-03, § 2, 12-13-90; Ord. No. 07-013, § 1, 8-27-07)

Note—See the editor's note at § 7-16.

Sec. 7-18. Designated enforcement officer.

The fire chief shall be designated as the local enforcement agent for the above Standards of
Safety and the Nation Fire Codes, 2006, as appointed by the state fire marshal and the city.
(Ord. No. 90-031, § 3, 12-13-90; Ord. No. 07-013, § 1, 8-27-07)

Note—See the editor's note at § 7-16.

Sec. 7-19. Permits and fees.

The requirements for permits and required fees shall be provided for, from time to time, in
ordinances duly adopted by the city council.
(Ord. No. 90-031, § 4, 12-13-90)

Note—See the editor's note at § 7-16.

Supp. No. 4 526
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 28:

Please provide a reference to the data response containing the costs for the Northern
Division Connection that are included in this case.

Response:

The costs and savings related to the Northern Division Connection project included in
this case were provided in response to Item 10, part b of the Commission Staff’s Third

Request for Information. The attachment for the response to part b is found on page 3 of
107.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 29:

Please provide for the forecasted test year:

Response:

(a)
(b)
(c)

(a)
(b)
(c)

The expected chemical expense for KRS II;
The expected purchased power expense for KRS II; and

The expected purchased power expense in the Northern Division for
pumping. If the projection contained in Case No. 2012-00096 is the
most accurate, please advise.

Please see the attachment.
Please see the attachment.
Please see the attachment. The projection contained in the Case No.

2012-00096 continues to be the most accurate, and is reflected on the
attachment.



Page 2 of 2

KAW_R_PSCHDR1_NUM29_062013

EVT'6TTS
LTEVYI $ 0616 $ 0616 $ 0616 S 0616 S 06I'6 S 0616 $ 0616 $ (Alyauow
061°6$ = CT/T99°9T$ + TT/TTI'E6S$) ¥TOT 1834 ‘96000-2TOT 35D Bul|l4 euldlQ ‘3 xipuaddy uo paseq)
*auljadid uoi3PaUU0) UIBYHON JO SuldIAIDS-Ul-150d ‘UOISIAIQ UISYLION JOj JOMOd 13 |aNn4
9I8'vS S €66'0TS EVL'0TS €66°0TS EVLOTS EVETT $ Jue|d JUdWeal] JaJe M UOIUBMQ e JaMOd 73 [aNn4
|elol vI-Inr yT-ung v1-Aein pT-2dy v1-1eIN vT-994 p1-uer €1-29a €T-AON €T-190 €1-das €1-8ny  s1awolsn) uoIsIAIQ UIdYlLION SuInISS 0] pale|ay JedA 1S9 PAISedaI04 ul asuadx3 Jamod aseyaind )
jsedaloq
VLT'EET'TS
679'SLLS 09S'T8 $ V9€6L $ PET'T9 S L6565 $ PET'T9 S TTS9S $ PET'T9 S LST6S $ 89LLS S LST'6S S 89LLS S TET'I8 $ JE9A 153 PaISeIAI0 Ul 9suadX3 Jamod paseydind || SUM
Sv9'LSES LTSIy S [89°TE S 0ST'8T S V6L'9T S €ELTT S 9IVWL'ET $ 8¥6'ST S 959'ST S TVOLT $ 6LL°0T S 06L'SE S T690S S JBIA 159 PIISEIDI04 Ul dsuddxd s|ediwayd || SYM
|eloL vI-Inr pI-unr  pr-Aen pT-ady pT-JBING BT-99d pT-uer €199 ET-AON €I-PO  €I-des  g€I-8ny JedA 159 Pa)SedIaL0] Ul sasuadx3 Jamod paseydind g [ed1WdY) || SH) [e10L 9 B YV
jsedaloq

23 ‘Q'V ‘6zi# wal ‘1sanbay eieq SulieaH Jsd
02S00-2T0C "ON 3se)
1918\ uedldWY Aonjuay

~ o

- N M < N O



KAW_R_PSCHDR1_NUM30_ 062013
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 30:

Please state how the forecasted amount of call center expense alocated to Kentucky
American would have changed as a result of several operating subsidiaries being sold if
the method of allocation had not changed.

Response:

American Water Works Service Company has changed the way that it charges call center
costs to KAWC from (1) allocating most call center costs to KAWC based on customer
count to (2) direct charging KAWC a portion of the call center costs based on the actual
number of calls made by KAWC customers, and then allocating the remainder of the call
center costs (e.g., overhead) to KAWC based on customer count.

American Water Works Service Company charges to KAWC for Service Company
services are determined in accordance with the 1989 Service Company Agreement
(which was attached to KAW’ s Response to Item 32 of Commission Staff’ s First Request
for Information). The KAWC and American Water Works Service Company Agreement
(“Service Company Agreement”) provides that al Service Company costs which can be
identified and related exclusively to KAWC, shall be charged directly to KAWC. The
Service Company Agreement also provides that all costsincurred in rendering services to
KAWC in common with similar services to other AWW regulated water companies,
which cannot be identified and related exclusively to services rendered to a particular
AW regulated water company, shal be alocated among al AWW regulated water
companies so served, based on the number of customers served at the immediately
preceding calendar year end.

From 2011 to 2012, Kentucky American’s customer count as a percentage of the overall
regulated utility customer count of American Water increased from 3.58% to 3.92%.
This percentage increase resulted, in part, from the divestiture of other operating
subsidiaries which were only partially offset by acquisitions. This information was
provided in the response to Item 71 of the Commission Staff’s Second Request for
Information. Beginning in 2012, the call centers began direct charging call handling, and
in 2013 the call centers began direct charging call handling, billing and collections costs.
Approximately 63% of Kentucky American’s call center costs are being direct charged
for the amount of cal handling, billing and collections costs it incurs at the Customer
Call Center. The remaining 37% represents overhead components of Customer Service
Center functions which are charged to Kentucky-American and its regulated utility
affiliates based on the percentage of each utility’s customer count to the overall regulated
utility customer count of American Water.
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Changes in the customer count percentages due, in part, to system acquisitions and
divestitures only changes KAWC share of call center allocated overhead costs — i.e,
approximately 37% of KAWC's call center costs. The actual call center O&M expenses
at the end of 2011 were $44,033,166, at the end of 2012 were $47,358,743, and are
projected for 2013 at $49,230,870. Kentucky American’s projected 2013 call center
costs are $2,661,627, and 37% of that projected amount is $984,802. As demonstrated in
the chart, if the call centers had not begun direct charging costs, the projected 2013 call
center costs would likely have increased by $167,385; from $1,762,465 based on 3.58%
alocation to $1,929,850 based on 3.92% alocation. However, with the move to more
direct charging, the difference in the 37% of the call center costs that are related to
overhead components of the Customer Service Center functions is only $85,416:
[$25,122,500 x .0392] —[$25,122,500 x .0358] = $85,416.

Without Divestitures With Divestitures Difference
KY Customer Allocation
3.92% 3.58% 0.34%
2013- O&M Call Center
Costs S 49,230,870 | $ 49,230,870
KY Portion of Call Center
costs $ 1,929,850 | $ 1,762,465 | $ 167,385
KY - 2013 Projected Call Direct Charge -63% Allocated - 37%
Center Costs
S 2,661,627 | S 1,676,825 | S 984,802 | (A) |
KY Allocation without
divestitures 3.92%
Total Allocated Portion of
2013 Projected CSC costs S 25,122,500
KY Allocation with
divestitures 3.58%
Total Allocated 2013
Projected CSC costs S 899,385 | (B)
Difference A-B S 85,416

Kentucky American believes that the direct charges for call handling is a more
appropriate way to bill costs for services that can be directly tied to cost causation by the
Kentucky American customers. As discussed in Ms. Bridwell’s testimony, Kentucky
American customers have in recent history utilized the call center more frequently than
other states, and should be expected to provide for those costs.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 31:

What percentage does chemical and purchased power expense comprise of Kentucky
American’s total cost of service?

Response:

The chemical expense comprises 5.24% of Kentucky American’s total operations and
maintenance expenses from the Cost of Service Study (“COSS”) and 2.16% of the Total
Cost of Service. The purchased power expense comprises 9.16% of total operations and
maintenance expenses, and 4.58% of Total Cost of Service.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520
HEARING DATA REQUESTS

Question 32:

Please state whether Kentucky American developed and implemented a plan to
accurately record and determine the number of customers making payments after the due
date, the frequency of late payments by each customer, the number of service
terminations for nonpayment for each customer account and company-wide, and the
specific services that were not paid when water service is terminated for non-payment as
ordered in Case No. 2010-00036.

Response:

Per Ordering Paragraph 10 of the Commission’s Order in Case No. 2010-00036,
Kentucky American developed and implemented a plan to accurately record and
determine the number of customers making payments after the due date, the frequency of
late payments by each customer, the number of service terminations for nonpayment for
each customer account and company-wide, and the specific services that were not paid
when water service is terminated for non-payment. This was done with software changes
under the previous billing software. On October 1, 2012, Kentucky American terminated
billing for other services, rendering the fourth item no longer applicable. With the
transition to the new billing software on May 20, 2013, Kentucky American will be able
to continue to record the other three items.
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