
CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

21. List each property leased to WSKY and state the amount of the annual lease 

payment. 

 

Response: Please refer to the table below for the Company’s property leases that are 

included in the test year. 

Vendor Total Amount Description

FISHER RENTALS 3,000.00$           Pipe Yard Storage; Stone

HOWERTON, HOLLY ANN 200.00$              Pipe Yard Storage

KENTUCKY UTILITIES COMPANY 2,400.00$           Equipment Storage

NORFOLK SOUTHERN CORPORATION 343.50$              Rights of Way

Grand Total 5,943.50$           

  

 

Witness – Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

22. Provide a calculation of federal and state income tax expense, including a 

reconciliation of book to taxable income for 2013 and 2014 in the format provided in Schedule 

22, as shown at the end of this Appendix. 

 

Response: Please find the attached files labeled “Staff DR 1.22 – Schedule 22 

Federal Taxes 2013” and “Staff DR 1.22 – Schedule 22 State Taxes 

2013” for the 12/31/13 calculations of federal and state income tax 

expense, as well as book to tax reconciliations.  For the calculations for 

the 12 months ending 12/31/14, please refer to the attached files labeled 

“Staff DR 1.22 – Schedule 22 Federal Taxes 2014” and “Staff DR 1.22 – 

Schedule 22 State Taxes 2014”.  Please note that the Company only 

calculates taxes once a year at year end. 

 

 

Witness – Brian Halloran 

  



Water Service Corporation of Kentucky Schedule 22
Case No. 2015-00382 Page 1 of 1

Adjusted Jurisdictional Federal  Income Taxes Witness Responsible:
For the 12 Months Ended 12/31/14 Brian Halloran

Line No                  Description At Current Rates At Proposed Rates
Unadjusted Schedule 49 Adjusted

Adjustments Adjustments Adjusted
(1)                           (2)                        (3)                      (4) (5)

** **

1 Operating Income Before Income Taxes 67,904$                 -$                    67,904$           

2 Reconciliation Items: -                         -                      -                    

3 Interest Charges -                         -                      -                    

4 Tax Accelerated Depreciation (658,721)               -                      (658,721)          

5 Book Depreciation 298,595                 -                      298,595           

6 Excess of Tax Over Book Depreciation (360,127)               -                      (360,127)          

7 Other Reconciling Items (Specify and List) (50,160)                  -                      (50,160)            

8 Total Reconciling Items (410,286)               -                      (410,286)          

9 Taxable Income 478,191                 -                      478,191           
-                      -                    

10 Income Tax Rates:
11 Federal: 34% 162,585                 -                      162,585           
12 State: 6% -                         -                      -                    

13 Federal (State) Income Tax Liability 162,585                 -                      162,585           

14 Investment Tax Credits -                         -                      -                    

15 Federal (State) Income Tax - Current 162,585                 -                      162,585           

16 Deferred Income Taxes:

17 Tax Accelerated Depreciation (658,721)               -                      (658,721)          
-                      -                    

18 Tax Straight Line Depreciation 298,595                 -                      298,595           

19 Excess of Accelerate Over Straight Line (360,127)               -                      (360,127)          
Depreciation

20 Deferred Income Tax (115,096)               -                      (115,096)          

21 Amortization of Prior Years Deferred Income -                         -                      -                    
Taxes

22 Net Deferred Income Taxes Resulting -                         -                      -                    
From Depreciation

23 Investment Tax Credit Deferred -                         -                      -                    

24 Amortization of Prior Year ITC -                         -                      -                    

25 Investment Tax Credit - Net -                         -                      -                    

26 Other Tax Deferrals (Specify and List) 18,073                   -                      18,073              

27 Total Deferred Income Taxes (97,024)                  -                      (97,024)            

28 Total Federal (State) Income Taxes 65,561                   -                      65,561              

** Please note: the effect on federal and state taxes of the proposed rate increase is provided in DR 1 item 3, w/p g - income tax.



Water Service Corporation of Kentucky Schedule 22
Case No. 2015-00382 Page 1 of 1

Adjusted Jurisdictional Federal  Income Taxes Witness Responsible:
For the 12 Months Ended 12/31/13 Brian Halloran

Line No                  Description At Current Rates At Proposed Rates
Unadjusted Schedule 49 Adjusted

Adjustments Adjustments Adjusted
(1)                           (2)                        (3)                      (4) (5)

** **

1 Operating Income Before Income Taxes 96,125$                 -$                    96,125$           

2 Reconciliation Items: -                         -                      -                    

3 Interest Charges -                         -                      -                    

4 Tax Accelerated Depreciation (535,664)               -                      (535,664)          

5 Book Depreciation 294,899                 -                      294,899           

6 Excess of Tax Over Book Depreciation (240,765)               -                      (240,765)          

7 Other Reconciling Items (Specify and List) (34,578)                  -                      (34,578)            

8 Total Reconciling Items (275,344)               -                      (275,344)          

9 Taxable Income 371,469                 -                      371,469           
-                      -                    

10 Income Tax Rates:
11 Federal: 34% 126,299                 -                      126,299           
12 State: 6% -                         -                      -                    

13 Federal (State) Income Tax Liability 126,299                 -                      126,299           

14 Investment Tax Credits -                         -                      -                    

15 Federal (State) Income Tax - Current 126,299                 -                      126,299           

16 Deferred Income Taxes:

17 Tax Accelerated Depreciation (535,664)               -                      (535,664)          
-                      -                    

18 Tax Straight Line Depreciation 294,899                 -                      294,899           

19 Excess of Accelerate Over Straight Line (240,765)               -                      (240,765)          
Depreciation

20 Deferred Income Tax (76,949)                  -                      (76,949)            

21 Amortization of Prior Years Deferred Income -                         -                      -                    
Taxes

22 Net Deferred Income Taxes Resulting -                         -                      -                    
From Depreciation

23 Investment Tax Credit Deferred -                         -                      -                    

24 Amortization of Prior Year ITC -                         -                      -                    

25 Investment Tax Credit - Net -                         -                      -                    

26 Other Tax Deferrals (Specify and List) 31,776                   -                      31,776              

27 Total Deferred Income Taxes (45,173)                  -                      (45,173)            

28 Total Federal (State) Income Taxes 81,127                   -                      81,127              

** Please note: the effect on federal and state taxes of the proposed rate increase is provided in DR 1 item 3, w/p g - income tax.



Water Service Corporation of Kentucky Schedule 22
Case No. 2015-00382 Page 1 of 1

Adjusted Jurisdictional State  Income Taxes Witness Responsible:
For the 12 Months Ended 12/31/14 Brian Halloran

Line No                  Description At Current Rates At Proposed Rates
Unadjusted Schedule 49 Adjusted

Adjustments Adjustments Adjusted
(1)                            (2)                          (3)                       (4) (5)

** **

1 Operating Income Before Income Taxes 67,904$                 -$                     67,904$            

2 Reconciliation Items: -                          -                       -                     

3 Interest Charges -                          -                       -                     

4 Tax Accelerated Depreciation (658,721)                -                       (658,721)           

5 Book Depreciation 298,595                 -                       298,595            

6 Excess of Tax Over Book Depreciation (360,127)                -                       (360,127)           

7 Other Reconciling Items (Specify and List) (50,160)                  -                       (50,160)             

8 Total Reconciling Items (410,286)                -                       (410,286)           

9 Taxable Income 478,190.58            -                       478,191            
-                       -                     

10 Income Tax Rates:
11 Federal: 34% -                          -                       -                     
12 State: 6% 28,691                    -                       28,691              

13 Federal (State) Income Tax Liability 28,691                    -                       28,691              

14 Investment Tax Credits -                          -                       -                     

15 Federal (State) Income Tax - Current 28,691                    -                       28,691              

16 Deferred Income Taxes:

17 Tax Accelerated Depreciation (658,721)                -                       (658,721)           
-                       -                     

18 Tax Straight Line Depreciation 298,595                 -                       298,595            

19 Excess of Accelerate Over Straight Line (360,127)                -                       (360,127)           
Depreciation

20 Deferred Income Tax (338,519)                -                       (338,519)           

21 Amortization of Prior Years Deferred Income -                          -                       -                     
Taxes

22 Net Deferred Income Taxes Resulting -                          -                       -                     
From Depreciation

23 Investment Tax Credit Deferred -                          -                       -                     

24 Amortization of Prior Year ITC -                          -                       -                     

25 Investment Tax Credit - Net -                          -                       -                     

26 Other Tax Deferrals (Specify and List) 3,714                      -                       3,714                 

27 Total Deferred Income Taxes (334,805)                -                       (331,204)           

28 Total Federal (State) Income Taxes (306,114)                -                       (306,114)           

** Please note: the effect on federal and state taxes of the proposed rate increase is provided in DR 1 item 3, w/p g - income tax.



Water Service Corporation of Kentucky Schedule 22
Case No. 2015-00382 Page 1 of 1

Adjusted Jurisdictional State  Income Taxes Witness Responsible:
For the 12 Months Ended 12/31/14 Brian Halloran

Line No                  Description At Current Rates At Proposed Rates
Unadjusted Schedule 49 Adjusted

Adjustments Adjustments Adjusted
(1)                            (2)                          (3)                       (4) (5)

** **

1 Operating Income Before Income Taxes 96,125$                 -$                     96,125$            

2 Reconciliation Items: -                          -                       -                     

3 Interest Charges -                          -                       -                     

4 Tax Accelerated Depreciation (535,664)                -                       (535,664)           

5 Book Depreciation 294,899                 -                       294,899            

6 Excess of Tax Over Book Depreciation (240,765)                -                       (240,765)           

7 Other Reconciling Items (Specify and List) (34,578)                  -                       (34,578)             

8 Total Reconciling Items (275,344)                -                       (275,344)           

9 Taxable Income 371,469                 -                       371,469            
-                       -                     

10 Income Tax Rates:
11 Federal: 34% -                          -                       -                     
12 State: 6% 22,288                    -                       22,288              

13 Federal (State) Income Tax Liability 22,288                    -                       22,288              

14 Investment Tax Credits -                          -                       -                     

15 Federal (State) Income Tax - Current 22,288                    -                       22,288              

16 Deferred Income Taxes:

17 Tax Accelerated Depreciation (535,664)                -                       (535,664)           
-                       -                     

18 Tax Straight Line Depreciation 294,899                 -                       294,899            

19 Excess of Accelerate Over Straight Line (240,765)                -                       (240,765)           
Depreciation

20 Deferred Income Tax (226,319)                -                       (226,319)           

21 Amortization of Prior Years Deferred Income -                          -                       -                     
Taxes

22 Net Deferred Income Taxes Resulting -                          -                       -                     
From Depreciation

23 Investment Tax Credit Deferred -                          -                       -                     

24 Amortization of Prior Year ITC -                          -                       -                     

25 Investment Tax Credit - Net -                          -                       -                     

26 Other Tax Deferrals (Specify and List) 5,965                      -                       5,965                 

27 Total Deferred Income Taxes (220,354)                -                       (220,354)           

28 Total Federal (State) Income Taxes (198,066)                -                       (198,066)           

** Please note: the effect on federal and state taxes of the proposed rate increase is provided in DR 1 item 3, w/p g - income tax.



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

23.  a.  Provide each service agreement or contract that WSKY has with an 

affiliate company. 

 b.  Describe the pricing policies of WSKY and its affiliates regarding affiliate 

company transactions. 

 

Response: a. Please see the attached file labeled “Staff DR 1.23 – Water Service 

Corporation of Kentucky Agreement” for the Company’s response. 

 b. Please refer to “Appendix B” in the file provided in response to 

Staff DR 1.23a. 

 

Witness – Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 
 

 

 

Staff DR 1.23 – Water Service Corporation of 

Kentucky Agreement 







 3 

the Operating Company in all areas such as new accounts, deposits, meter 

reading, inquiries, and complaints. 

G. CONSTRUCTION:   The Service Company will perform directly or supervise 

all construction, including customer connections, meter installations, main 

extensions, plant expansions, or capital additions of any nature as required 

by the Operating Company. 

H. ALL OTHER SERVICES AS PROVIDED FOR IN APPENDIX A: In addition to 

items (A) through (G), the Service Company will employ or provide personnel 

to perform the attached services, or in the instance of assets. Liabilities, and 

associated non-cash items, has incurred costs associated with providing 

service to the corporate headquarters, regional areas, or to all operating 

companies as a whole.  The allocated costs from these services will be for 

costs attributable to all operating companies, costs attributable to the 

Service Company, or for costs that cannot, without excessive effort and 

expense, be directly identified and related to services rendered to a 

particular operating company. 

In consideration for the services to be rendered by the Service Company as 

hereinabove provided, the Operating Company agrees to pay to the Service Company the 

cost of said services.  Said cost shall not include a markup for profit.  In addition, the 

Operating Company agrees to pay to the Service Company its share of the cost of the 

investment in the Service Company rate base, including depreciation, amortization, 

interest on debt and a return on the equity invested. 

All costs of the Service Company, including salaries and other expenses, 

incurred in connection with services rendered by the Service Company for the Operating 

Companies which can, without excessive effort or expense, be identified and related to 

services rendered to a particular Operating Company, shall be charged directly to such 

company. Examples of such costs to be directly allocated include salary and other 

expenses incurred for specific projects such as rate cases, construction projects, legal 

proceedings, etc. Similarly, all such costs which may be identified and related to 













AFFILIATE AGREEMENT
APPENDIX B

The formula used to calculate all allocations is as follows:

Expenses:

Active ERC count for business unit/Active ERC count for all UI operating business units

Assets/Liabilities:

Active ERC count for company/Active ERC count for all UI operating companies



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

24.  a.  List and describe each good or service that is provided to WSKY by any 

affiliated company. 

 b.  Describe the benefits that WSKY derives from an affiliate providing the 

goods or services identified in Item 24.a. above. 

 c.  List and describe each good or service that WSKY provides to an 

affiliated company. 

 

Response: a.   Please refer to the attached file labeled “Staff DR 1.24 – Affiliate 

Services” for a listing of all goods and services provided by WSC to 

WSKY.   

b. There are numerous benefits derived from the services provided by 

WSC, which are listed below (1-3).  Benefits of Affiliation are also 

further discussed in Steve Lubertozzi’s Direct Testimony, Application 

Exhibit 5, pages 3 to 5.  Please also refer to items A-H in the attached 

file labeled “Staff DR 1.24 – Affiliate Services”.   

 

1. WSKY has access to a large pool of human resources from which to 

draw upon.  There are experts in various critical areas, such as 

construction, engineering operations, accounting, data processing, 

billing, regulation, customer service, etc.  Affiliation with WSC 

affords WSKY’s customers UI’s combination of expertise and level of 

experience in a cost effective manner.  All of these services are 

essential to operations of WSKY.  Any charge that can be directly 

assigned to WSKY will be charged as such, while other expenses that 

cannot be directly assigned “without excessive effort and expense” are 



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

allocated among the various UI subsidiaries.    If WSKY were to 

operate as a “stand-alone” company, it could not afford its own 

regulatory counsel, accountants, data processors, billing professionals, 

etc.  WSC creates economies of scale which could not be achieved by 

any of the companies on “stand-alone” basis.     

 

2. Capital is available for improvements and expansion at a favorable 

cost.  With Increasingly more stringent health and environmental 

standards, ready access to capital will prove vital to continued quality 

service in the water and sewer utility business. 

 

3. Affiliation can share software and computer costs, thereby saving them 

time and money by not having to hire consultants, and not having 

separate accounting and billing software systems for each individual 

company.  Water Service’s professional staff handles all areas of 

operations for WSKY and all of UI’s affiliated companies. 

c. WSKY does not provide services to any affiliated companies. 

 

Witness – Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 
 

 

 

Staff DR 1.24 – Affiliate Services 



Accounting Studies Employee Pensions & Benefits Office Gas Sales/Use Tax Exp. Operators - Other Office Exp
AFLAC Engineering Fees Office Telephone Sal-IL Customer Service Operators - Publications/Subs
Agency Expense Envelopes Office Telephone - Long Dist Sal-IL Office Operators Transp Reimb
Answering Serv ESOP Contributions Office Utilities - Other Sal-IL Office Exempt Gasoline
Audit Fees FICA Expense Office Water SUTA-IL Auto Repairs & Tires
Bank Serv Charges Franchise Tax Operators - Memberships SUTA-NC Auto Licenses
Bill Stock FUTA Operators - Memberships Tax Return Review Other Trans. Exp.
Cap Sal - Admin Health Costs & Other Operators - Other Office Exp Temp Empl. Depreciation - Computer
Cleaning Supplies Health Ins. Premiums Operators Telephones Term Life Ins. Temp Empl.
Computer Maint Health Ins. Reimb Other Emp Pens & Benefits Term Life Ins. - OPT Publ Subscriptions & Tapes
Computer Maint Income Taxes - Federal Other Insurance UPS & Air Freight Answering Serv
Computer Salaries Interest - Interco. Other Insurance Xerox Computer Supplies
Computer Supplies Interest During Const Other Misc General Chemicals Printing & Blueprints
Computer Supplies Interest Income Other Office Expense Publ Subscriptions & Tapes Postage
Computer Supplies - Billing Internet Supplier Other Office Maint Printing & Blueprints UPS & Air Freight
Computer Supplies - Billing Internet Supplier Other Outside Services UPS & Air Freight Xerox
Computer-Amort & Prog. Cost Landscaping, Mowing,Snow Other Trans. Exp. Reim of Off Emp Exp. Off Supply Stores
Computer-Amort & Prog. Cost Legal Fees Payroll Services Memberships - Office Employee Reim of Off Emp Exp.
Decor & Repaint Structures Meals & Related Exp Pension Contributions Other Office Expense Cleaning Supplies
Deferred Inc. Taxes - Federal Memberships Postage Operations Telephone - LD Other Office Expense
Dental Ins. Reimbursements Microfilming Printing & Blueprints Memberships - Company Office Telephone
Dental Premiums Microfilming Printing Customer Service Meals & Related Exp Office Telephone - LD
Depend Life Ins.- OPT & AFLAC Misc. Income Publ Subscriptions & Tapes Bank Serv Charges Alarm System Phone Expense
Depreciation - Computer Non-Utility Salaries Real Estate Tax Other Misc General Office Cleaning Serv
Depreciation - Computer Off Supply Stores Reim of Off Emp Exp. Operators Exp Office Education/Train Exp
Depreciation - Office Furn. Office Cleaning Serv Rental Income Communication Exp Other Misc General
Depreciation - Office Struct. Office Comp Phone Line Repair Off Mach & Heating Operators Ed Exp
Depreciation - Telephones Office Comp Phone Line S/T Int Exp Other Uniform Rent & Cleaning
Director Fees Office Education/Train Exp Salaries - Office Operators - Postage
Disability Insurance Office Electric Salaries - Operations Oper. - Office Supply Stores
Employ Finder Fees Office Fax Phone Line Sal-Computer Operators - Memberships
Employee Ins. Deductions Office Garbage Removal Sale of Trans Equipment Operators - Cleaning Supplies

Land & Land Rights 
Office Structure & Improv.
Office Furniture & Equip.
Telephones
Tools Shop & Misc. Eqpt
Communication Eqpt
A/D - Office Structures
A/D - Office Furniture & Equip.
A/D - Telephones
A/D - Tools Shop & Misc. Eqpt
A/D - Communication Eqpt
Water Plant in Progress
Other Plant in Progress
Def Chgs - Emp Fees
Def Chgs - Other
Misc. Regulatory Comm. Exp.
Mainframe Computer
Mini Computer
Comp System Cost
Micro System Cost
A/D - Mainframe Computer
A/D - Mini Computer
Comp System Amortization
Micro System Amortization
Accumulated Deferred Income Taxes

Services Provided by 
Water Service Corporation



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

25.  a.  Provide a schedule that lists the allocated expenses from Water Service 

Corporation, or another affiliate, to WSKY by month for the test period. 

 b. Provide a schedule that lists the direct charges from Water Service 

Corporation, or another affiliate, to WSKY's direct expenses by month for the test period. 

 c. Provide on an electronic storage medium in Microsoft Excel format, the 

information requested in 25.a. and 25.b. above. 

 

Response: a. Please see the attached Excel file labeled “Staff DR 1.25a – 

Allocated” for the Company’s response. 

 b. Please see the attached Excel file labeled “Staff DR 1.25b – 

Direct” for the Company’s response. 

Witness – Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

26.  Provide each monthly invoice that Water Service Corporation, or another 

affiliate, issued to WSKY for the test period. 

 

Response: Please refer to the attached files labeled “Staff DR 1.26 – 2014 WSC 

Monthly Invoices” and “Staff DR 1.26 – 2015 WSC Monthly Invoices” for 

the Company’s response.  Each file shows the direct cost to WSC for the 

month and how much was allocated to WSKY based on that month’s 

respective WSKY-to-UI ERC weight.  The “Monthly Invoice Amount” is 

shown in cell F42 of each respective months’ tab. Please refer to tabs 

between, “Monthly Allocations>>” and “YTD Allocations>>”. These files 

are reviewed on a monthly basis by James Leonard, WSKY’s Regional 

Manager, for accuracy and reasonableness. 

Witness – Brian Halloran 

  



CASE NO. 2015-00382 

WATER SERVICE CORPORATION OF KENTUCKY 

RESPONSES TO COMMISSION’S ORDER DATED DECEMBER 9, 2015 

 

27.  a.  Identify the electric utility that serves WSKY's facilities in Middlesboro. 

 b. Provide the monthly bills that were rendered to WSKY during the test 

period for electric service to its facilities in Middlesboro. 

 c. State the rate schedule(s) under which the electric utility provides electric 

service to WSKY facilities in Middlesboro.  If service is provided under more than one rate 

schedule, list for each rate schedule the facilities that are served under that rate schedule. 

 

Response: a. Middlesboro is served by Kentucky Utilities. 

 b. Please see the attached labeled “Staff DR 1.27 – Middlesboro 

Electric Invoices” for all electric invoices included in the test-year period. 

 c. Please see the attached labeled “Staff DR 1.27c – Middlesboro 

Electric” for a statement of rate schedules. 

 

Witness – Brian Halloran 
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Staff DR 1.27 – Middlesboro Electric Invoices 
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Staff DR 1.27c – Middlesboro Electric  



WSC of Kentucky  
Docket 2015-00382
DR-27c Middlesboro Rate Schedules

Account # Rate Schedule Service Address
3000-0781-6329 Power Service Secondary Fern Lake
3000-0597-6059 Power Service Secondary Fern Lake Filt Plt
3000-0439-7158 General Services Fern Lake Security
3000-0419-7897 General Services N 19th St
3000-0837-9400 General Services - 3 Phase Beans Fork Rd Pump St




