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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O’Neill

1. Refer to the responses to Commission Staff’s First Request for Information (Staff’s First
Request), Item 14.a.

a.

Response:

a.

C.

Provide revised budget project schedules for the calendar years 2008 through
2017, eliminating the actual and budgeted construction costs of Kentucky River
Station 1l (KRS I1) in pool 3 of the Kentucky River.

Provide a schedule listing the actual and budgeted annual construction costs of
KRS Il that are being eliminated in the response to Item 1.a above.

Provide copies of all schedules, supporting calculations, and documentation
requested in Items 1.a and 1.b in Excel spreadsheet format, with formulas intact
and unprotected, and all rows and columns fully accessible.

Please see the attachment that revises the response to Commission Staff’s First
Request for Information Schedule 14a, eliminating the actual and budgeted
construction costs of Kentucky River Station Il (KRS 1) in pool 3 of the Kentucky
River.

Please see the attachment that lists the actual and budgeted annual construction costs
of KRS Il that are being eliminated in the response to Item 1.a above.

Please see the attachments.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O’Neill

2. Refer to the responses to Staff’s First Request, Items 14.a and 14.b.

a.

Response:

a.

C.

Using the data provided in the response to 1.a above, provide a schedule, similar
to the schedule provided in the response to 14.b, that calculates the ten- year
average slippage factor for the budget projects for the calendar years 2008
through 2017.

Using the data provided in the response to 14.a of Staff’s First Request for the
recurring capital projects A-S expenditures, provide a schedule that, similar to the
schedule provided in the response to 14.b, calculates the ten-year average slippage
factor for the calendar years 2008 through 2017.

Provide copies of all schedules, supporting calculations, and documentation
requested in Items 2.a and 2.b in Excel spreadsheet format, with formulas intact
and unprotected, and all rows and columns fully accessible.

Please see the attachment that calculates the Slippage Factor as requested in PSC
Staff’s Second Request schedule 1.a.

Please see the attachment that calculates the Slippage Factor for the recurring capital
projects A-S using data from schedule 14.a of the PSC Staff’s First Request.

Please see attachments.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O’Neill, Melissa L. Schwarzell, Scott W. Rungren,
Constance E. Heppenstall

3. Refer to Kentucky-American’s responses to Staff’s First Request, Item 13.b and the
responses to Items 2.a and 2.b above.

a. Assuming all other factors are unchanged, recalculate Kentucky-American’s
forecasted revenue requirement, rate base, capital structure and cost-of-service
study to take into account both of the following changes:

1) Use the slippage factor calculated in the response to Item 2.a for all
monthly forecasted budget projects expenditures beginning September 1,
2018, through the end of the forecasted period, June 30, 2020.

(@) Use the slippage factor calculated in the response to Item 2.b for all
monthly forecasted projects for the recurring capital projects A-S
expenditures beginning September 1, 2018, through the end of the
forecasted period, June 30, 2020.

b. Provide copies of all workpapers, state all assumptions, and show all calculations
used to determine the effect of the slippage factors to each forecasted element of
revenue requirement, rate base, and cost-of-service study.

C. Provide copies of all schedules, supporting calculations, and documentation
requested in Item 3.b in Excel spreadsheet format, with formulas intact and
unprotected, and all rows and columns fully accessible.

Response:

Please see the attachment and Excel files. In addition, the workpapers and calculations in
Excel format have been provided on a USB flash drive so that all links will be intact.
These files are updates from the files provided in the response to Item 1 of the
Commission Staff’s first request for information, as well as the workpapers and
calculations for the cost-of-service study provided in the attachment.

Please see the summary below. Please note that there is a slight change in Rate of
Return. In the initial filing, Short-Term Debt was calculated incorrectly. The amount of
Short-Term Debt was filed as $6,780,612, but should have been $6,721,960. The
difference caused the Rate of Return of 8.25% to increase to 8.26%. The Company will
provide corrected copies of any impacted exhibits or testimony in late January or early
February.



Rate Base

Rate of Return
Return
Utility Operating Income
Deficiency Before Gross Up

Gross Up

Revenue Increase

AFUDC

Property Taxes

Depreciation & Cost of Removal
Income Tax
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Original PSC
Filing Slippage

$441,122,362 $441,111,572
8.25% 8.26%
36,392,595 36,435,816
21,650,009 21,591,811
14,742,586 14,844,005

1.347457 1.347457
$19,865,003  $20,001,661
$554,026 $551,340
7,032,232 7,039,679
18,316,098 18,383,403
7,545,222 7,559,697
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Witness: C. E. Heppenstall

KENTUCKY AMERICAN WATER COMPANY

Lexington, Kentucky

COST OF SERVICE
ALLOCATION STUDY

AS OF JUNE 30, 2020

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC

Harrisburg, Pennsylvania
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KENTUCKY AMERICAN WATER COMPANY
COMPARISON OF COST OF SERVICE WITH REVENUES UNDER PRESENT AND PROPOSED RATES
FOR THE TEST YEAR ENDED JUNE 30, 2020
Cost of Service Proposed Increase
Customer Amount Revenues, Present Rates Revenues, Proposed Rates Percent
Classification (Schedule B) Percent Amount Percent Amount Percent Amount Increase
(1) 2) 3) (4) (5) (6) () 8) C)
Residential $ 58,287,638 55.2% $ 47,551,194 55.7% $ 58,459,635 55.4% $ 10,908,441 22.9%
Commercial 27,143,182 25.7% 21,724,229 (a) 25.4% 27,128,329 (a) 25.8% 5,404,100 24.9%
Industrial 3,093,699 2.9% 2,515,892 2.9% 3,095,858 2.9% 579,966 23.1%
Public Authority 7,125,472 6.8% 5,703,375 6.7% 7,123,901 6.8% 1,420,526 24.9%
Sales for Resale 2,075,171 2.0% 1,711,090 2.0% 2,078,311 2.0% 367,221 21.5%
Private Fire Service 2,910,387 2.8% 2,664,721 3.1% 3,011,136 2.9% 346,415 13.0%
Public Fire Service 4,847,722 4.6% 3,611,110 4.2% 4,449,177 4.2% 838,067 23.2%
Total Sales 105,483,271 100.0% 85,481,611 100.0% 105,346,347 100.0% 19,864,736 23.2%
Other Revenues and AFUDC 3,034,555 3,034,555 3,034,555 - 0.0%
Total $ 108,517,826 $ 88,516,166 $ 108,380,902 $ 19,864,736 22.4%

(a) Includes Miscellaneous Water Sales.
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KENTUCKY AMERICAN WATER COMPANY
COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
OPERATION AND MAINTENANCE EXPENSES
SOURCE OF SUPPLY EXPENSES
-OPERATION-
610.1  Purchased Water 1 $ 252,496 $ 121,400 $ 81,884 $ 13,307 $ 25,123 $ 9,191 $ 783 $ 808
615.1  Purchased Power 1 69,240 33,291 22,455 3,649 6,889 2,520 215 222
616.1  Fuel for Power Production 2 - - - - - - - -
675.1  Contracted Services 2 17,691 8,867 5,711 840 1,629 580 32 32
675.1  Grounds Keeping 2 9,283 4,653 2,997 441 855 304 17 17
675.1  Security 2 27,305 13,685 8,814 1,297 2,515 896 49 49
675.1 Miscellaneous Expenses 2 74,315 37,247 23,989 3,530 6,844 2,438 134 134
675.1 Water & WW SS 2 52,137 26,131 16,830 2,477 4,802 1,710 94 94
Total Source of Supply 502,467 245,273 162,679 25,540 48,658 17,639 1,323 1,355
POWER AND PUMPING EXPENSES
615.1  Purchased Power 1 542,831 260,993 176,040 28,607 54,012 19,759 1,683 1,737
Misc. Expenses 1 (2,529) (1,216) (820) (133) (252) (92) (8) (8)
Total Power and Pumping 540,302 259,777 175,220 28,474 53,760 19,667 1,675 1,729
WATER TREATMENT
-OPERATION-
601.3  Supervision and Engineering 2 193,212 96,838 62,369 9,178 17,795 6,337 348 348
601.3 Labor Expense 2 3,656,185 1,832,480 1,180,217 173,669 336,735 119,923 6,581 6,581
618.3 Chemicals 1 2,887,866 1,388,486 936,535 152,191 287,343 105,118 8,952 9,241
615.3  Purchased Power 1 3,616,725 1,738,921 1,172,904 190,601 359,864 131,649 11,212 11,574
620.3 M&S Operation 2 - - - - - - - -
636.3 Contracted Services 2 81,473 40,834 26,299 3,870 7,504 2,672 147 147
635.3 Contracted Services - Lab Testinc 2 8,049 4,034 2,598 382 741 264 14 14
675.3 Misc Operating Expense 2 108,139 54,200 34,907 5,137 9,960 3,547 195 195
675.3 Lab Supplies 2 122,996 61,646 39,703 5,842 11,328 4,034 221 221
675.3 Waste Disposal 1 407,483 195,918 132,147 21,474 40,545 14,832 1,263 1,304
675.3  Overnight Shipping 2 22,177 11,115 7,159 1,053 2,043 727 40 40
675.3  Office Supplies and Uniforms 2 51,342 25,733 16,573 2,439 4,729 1,684 92 92
675.3  Electricity WT 2 6,985 3,501 2,255 332 643 229 13 13
675.3  Janitorial WT 2 2,923 1,465 944 139 269 96 5 5
675.3 Trash Removal WT 2 7,884 3,951 2,545 374 726 259 14 14
675.3 Rents WT 2 8,702 4,361 2,809 413 801 285 16 16
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KENTUCKY AMERICAN WATER COMPANY
COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
675.3 Telephone WT 2 27,775 13,921 8,966 1,319 2,558 911 50 50
675.3 Cell Phone WT 2 6,032 3,023 1,947 287 556 198 11 11
675.3 Water & WW WT 2 10,901 5,464 3,519 518 1,004 358 20 20
Total Operation 11,226,850 5,485,891 3,634,395 569,218 1,085,142 393,124 29,194 29,885
-MAINTENANCE-
601.4  Supervision and Engineering 2 - - - - - - - -
601.4  Labor 2 383,288 192,104 123,725 18,206 35,301 12,572 690 690
620.4 Misc Maint 2 193,204 96,834 62,366 9,177 17,794 6,337 348 348
675.4  M&S Maint WT 2 152,244 76,305 49,144 7,232 14,022 4,994 274 274
675.4  Amort Def Maint WT 2 - - - - - - - -
Total Maintenance 728,736 365,242 235,236 34,615 67,117 23,903 1,312 1,312
Total Water Treatment Expenses 11,955,586 5,851,133 3,869,631 603,833 1,152,259 417,027 30,506 31,197
TRANSMISSION AND DISTRIBUTION EXPENSES
-OPERATION-
601.5 Supervision and Engineering 11 92,967 74,346 13,341 428 2,650 205 1,515 483
601.5 Labor Expense 11 372,981 298,273 53,523 1,716 10,630 821 6,080 1,940
615.5 Purchased Power 11 18,063 14,445 2,592 83 515 40 294 94
601.5 Labor - Lines 7 131,474 62,792 40,823 1,604 10,018 881 7,428 7,928
601.5 Labor - Meters 9 1,380,084 1,145,746 176,099 5,382 33,122 2,484 17,251 -
601.5 Labor - Services 10 - - - - - - - -
620.5 M&S Operation 11 126,937 101,512 18,215 584 3,618 279 2,069 660
636.5 Contracted Services 11 137,548 109,997 19,738 633 3,920 303 2,242 715
650.5 Transportation 1 165 132 24 1 5 0 3 1
675.5 Office Supplies, Uniforms and Shipping 11 38,788 31,019 5,566 178 1,105 85 632 202
675.5 Misc. Operating Expense 11 154,077 123,215 22,110 709 4,391 339 2,511 801
675.5 Electricity TD 11 76,593 61,251 10,991 352 2,183 169 1,248 398
675.5 Heating Oil/Gas TD 1 - - - - - - - -
675.5 Trash Removal TD 11 6,365 5,090 913 29 181 14 104 33
675.5 Cell Phone TD 11 3,241 2,592 465 15 92 7 53 17
6415 Rents 11 10,837 8,666 1,555 50 309 24 177 56
Total Operation 2,550,120 2,039,076 365,955 11,764 72,739 5,650 41,608 13,328
-MAINTENANCE-
601.6 Labor 12 1,141,909 550,743 260,926 28,205 58,808 17,243 101,059 124,925
601.6  Labor - Structures and Improvements 12 - - - - - - - -
601.6 Labor - Reservoirs and Standpipes 5 - - - - - - - -
601.6 Labor - Mains 7 99,146 47,352 30,785 1,210 7,555 664 5,602 5,979
601.6 Labor - Services 10 240,816 198,505 26,418 265 3,347 96 12,185 -
601.6  Labor - Meters 9 69,155 57,412 8,824 270 1,660 124 864 -
601.6  Labor - Hydrants 8 36,622 - - - - - - 36,622
620.6 M&S Maint. 12 295,382 142,463 67,495 7,296 15,212 4,460 26,141 32,315
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KENTUCKY AMERICAN WATER COMPANY
COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
675.6  Misc Maint TD 12 128,048 61,758 29,259 3,163 6,594 1,934 11,332 14,008
675.6  Amort Def Maint TD 5 1,091,902 438,399 285,751 36,142 66,715 22,275 117,270 125,350
675.6  Misc Main Pvg/Bckfll 7 (4,570) (2,183) (1,419) (56) (348) (31) (258) (276)
Total Maintenance 3,098,410 1,494,449 708,038 76,494 159,544 46,766 274,196 338,923
Total Transmission and Distribution 5,648,530 3,533,524 1,073,993 88,258 232,283 52,416 315,804 352,251
CUSTOMER ACCOUNTS
601.7 Labor - Meter Reading 14 504,584 459,273 35,018 202 3,028 50 7,014 -
636.7 Contracted Services 13 (1,589) (1,432) (109) 1) (10) (0) (37) (0)
601.7  Labor - Customer Accounts 13 419,534 378,168 28,864 168 2,517 42 9,649 126
670.7  Uncollectible Accounts 20 986,932 871,066 90,600 - 99 - 25,167 -
650.7  Transportation 14 - - - - - - - -
675.7 Telephone CA 13 62,603 56,430 4,307 25 376 6 1,440 19
675.7 Bank Svc Charges-CA 13 144,373 130,138 9,933 58 866 14 3,321 43
675.7  Cust Edu-Bill Insert 13 10,270 9,257 707 4 62 1 236 3
675.7  Office Supplies 13 - - - - - - - -
675.7  Collection Agencies 13 460,850 415,410 31,706 184 2,765 46 10,600 138
675.7 Forms CA 13 139,496 125,742 9,597 56 837 14 3,208 42
675.7 Postage 13 585,592 527,853 40,289 234 3,514 59 13,469 176
675.7  Cell Phone CA 13 29,208 26,328 2,010 12 175 3 672 9
675.7  Misc. Operatiing 13 2,653 2,391 183 1 16 0 61 1
Total Customers' Accounting and 3,344,506 3,000,624 253,104 943 14,244 236 74,799 556
Collecting Expenses
ADMINISTRATIVE AND GENERAL EXPENSES
-OPERATION-
601.8  Administrative & General Salaries 15 (919,509) (591,888) (194,936) (21,792) (47,079) (14,528) (25,838) (23,447)
615.8  Purchased Power 15 224,011 144,196 47,490 5,309 11,469 3,539 6,295 5,712
620.8 M&S Operation 15 51,671 33,261 10,954 1,225 2,646 816 1,452 1,318
Support Services
Customer Relatec 13 1,901,341 1,713,868 130,812 761 11,408 190 43,731 570
Employee Relatec 16 789,759 486,097 186,857 22,113 48,175 14,847 15,242 16,427
Water Quality 1 99,674 47,923 32,324 5,253 9,918 3,628 309 319
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KENTUCKY AMERICAN WATER COMPANY
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COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
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Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
Othet 15 6,928,246 4,459,712 1,468,788 164,199 354,726 109,466 194,684 176,670

632.8 Contracted Services 15 769,295 495,195 163,091 18,232 39,388 12,155 21,617 19,617
642.8 Rents 15 3,006 1,935 637 71 154 47 84 77
650.8  Transportation 15 421,787 271,504 89,419 9,996 21,595 6,664 11,852 10,756
656.8 Insurance - Liability, Vehicle and Othe 15 700,915 451,179 148,594 16,612 35,887 11,074 19,696 17,873
658.8 Workers Compensation 16 66,173 40,729 15,657 1,853 4,037 1,244 1,277 1,376
604.8 Employee Pensions and Benefits 16 2,838,987 1,747,397 671,704 79,492 173,178 53,373 54,792 59,051
666.8 Regulatory Expenses 19 410,186 228,556 104,556 11,813 27,359 7,917 11,362 18,622
675.8  Electricity AG 15 69,659 44,839 14,768 1,651 3,567 1,101 1,957 1,776
675.8 Heating Oil/Gas AG 15 4,468 2,876 947 106 229 71 126 114
675.8  Janitorial AG 15 61,891 39,839 13,121 1,467 3,169 978 1,739 1,578
675.8  Add'l Security Costs 15 59,487 38,292 12,611 1,410 3,046 940 1,672 1,517
675.8 Water & WW AG 15 16,777 10,799 3,557 398 859 265 471 428
675.8 Telephone AG 15 15,230 9,804 3,229 361 780 241 428 388
675.8  Cell Phone AG 15 105,562 67,950 22,379 2,502 5,405 1,668 2,966 2,692
675.8  Shipping, Postage and Printing 15 9,102 5,859 1,930 216 466 144 256 232
675.8 Low Income Pay Program DA 11,764 11,764 - - - - - -
675.8 Miscellaneous General Expense 15 363,757 234,150 77,116 8,621 18,624 5,747 10,222 9,276
675.8 Community Relations 15 154,444 99,416 32,742 3,660 7,908 2,440 4,340 3,938
675.8 Injuries and Damages 16 - - - - - - - -
675.8 Employee Related Expense 16 199,691 122,910 47,247 5,591 12,181 3,754 3,854 4,154
675.8  Software Licenses 15 165,127 106,292 35,007 3,914 8,455 2,609 4,640 4,211
675.8 Office Supplies and Services 15 88,772 57,143 18,820 2,104 4,545 1,403 2,494 2,264
675.8 Trash Removal AG 15 11,956 7,696 2,535 283 612 189 336 305
675.8 Misc Maint AG 15 374,071 240,790 79,303 8,865 19,152 5,910 10,511 9,539

Total Administrative and General 15,997,299 10,630,083 3,241,259 356,285 781,858 237,893 402,568 347,353

Expenses

Total Operation and Maintenance

Expenses $ 37,988,690 $ 23520414 § 8,775,887 $ 1,103,333 $ 2,283,062 $ 744878 $ 826,675 $ 734,441
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KENTUCKY AMERICAN WATER COMPANY
COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public

(1 ) @) 4) ®) (6) @) ®) ©) (10)
503 DEPRECIATION EXPENSE

Other P/E Intangibles 17 $ 100,040 $ 50,610 $ 27,591 $ 2,911 $ 7,273 $ 1,941 $ 3,271 $ 6,443
Land and Land Rights 2 - - - - - - - -
Source of Supply Struct & Improv 2 455,774 228,434 147,124 21,649 41,977 14,949 820 820
Collecting & Impounding Reservoirs 1 13,413 6,449 4,350 707 1,335 488 42 43
Lake, River and Other Intakes 2 41,712 20,906 13,465 1,981 3,842 1,368 75 75
SOS and Pumping Equipmen 2 474,059 237,598 153,026 22,518 43,661 15,549 853 853
Water Treatment Pumping Equipmen 2 18,288 9,166 5,903 869 1,684 600 33 33
Supply Mains 2 283,972 142,327 91,666 13,489 26,154 9,314 511 511
Pumping Structures & Improvements 6 250,276 121,108 78,261 8,660 21,273 5,856 7,308 7,809
Power Generation Equipmen 6 219,812 106,367 68,735 7,606 18,684 5,144 6,419 6,858
Other Power Production Equipment 6 - - - - - - - -
Electric Pumping Equipment 6 664,200 321,406 207,695 22,981 56,457 15,542 19,395 20,723
Diesel Pumping Equipment 6 13,954 6,753 4,364 483 1,186 327 407 435
Hydraulic Pumping Equipment 6 315 153 99 1M 27 7 9 10
Other Pumping Equipment 6 - - - - - - - -
Water Treat Structures & Improv 2 1,249,304 626,151 403,275 59,342 115,061 40,977 2,249 2,249
Water Treat Equipment 2 1,739,754 871,965 561,593 82,638 160,231 57,064 3,132 3,132
Water Treat Filter Media 2 20,741 10,396 6,695 985 1,910 680 37 37
T & D Structures & Improvements 7 20,852 9,959 6,475 254 1,589 140 1,178 1,257
T & D Pumping Equipmen 7 49,403 23,595 15,340 603 3,765 331 2,791 2,979
Distrib. Reservoirs & Standpipes 5 371,650 149,217 97,261 12,302 22,708 7,582 39,915 42,665
Transmission & Distribution Mains
Not Classified - Distributior 4 31,670 15,255 9,954 101 2,337 - 1,945 2,078
Not Classified - Transmission 3 35,945 16,614 10,694 1,674 3,048 1,089 1,413 1,513
4 inch or less 4 225,935 108,833 71,011 723 16,674 - 13,872 14,821
6 inch to 8 inck 4 1,312,315 632,142 412,461 4,199 96,849 - 80,576 86,088
10 inch to 16 inct 3 748,487 345,951 222,675 32,784 63,472 22,679 29,416 31,511
18 inch or Greater 3 1,587,542 733,762 472,294 69,534 134,624 48,103 62,390 66,836
Services 10 792,949 653,628 86,987 872 11,022 317 40,123 -
Meters 9 961,242 798,023 122,655 3,749 23,070 1,730 12,016 -
Meter Installations 9 862,784 716,283 110,091 3,365 20,707 1,653 10,785 -
Hydrants 8 455,146 - - - - - - 455,146
General Structures & Improvements 15 282,163 181,629 59,819 6,687 14,447 4,458 7,929 7,195
Office Structures 15 177,132 114,020 37,552 4,198 9,069 2,799 4,977 4,517
Stores Shop and Gar. Structures 15 35,141 22,620 7,450 833 1,799 555 987 896
Miscellaneous Structures & Improv 15 84,953 54,684 18,010 2,013 4,350 1,342 2,387 2,166
Office Furniture and Equipment 15 129,150 83,134 27,380 3,061 6,612 2,041 3,629 3,293
Computers & Peripheral Equipment 15 63,519 40,887 13,466 1,505 3,252 1,004 1,785 1,620
Personal Comp and Periph 15 65,505 42,165 13,887 1,552 3,354 1,035 1,841 1,670
Computers and Periph Othel 15 297,684 191,619 63,109 7,055 15,241 4,703 8,365 7,591
Computer Mainframe Software 15 1,190,312 766,204 252,346 28,210 60,944 18,807 33,448 30,353
Computer Mainframe Software BT 15 1,086,155 699,158 230,265 25,742 55,611 17,161 30,521 27,697
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KENTUCKY AMERICAN WATER COMPANY
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COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
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Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
Computer Software - Personal 15 (10,078) (6,487) (2,137) (239) (516) (159) (283) (257)
Computer Software - Special Customizec 15 199,469 128,398 42,287 4,727 10,213 3,152 5,605 5,086
Computer Software - Special Customized - CIS 13 102,996 92,841 7,086 41 618 10 2,369 31
Other Software 15 39,250 25,265 8,321 930 2,010 620 1,103 1,001
Other Office Equipment 15 (129) (83) (27) 3) (7) (2) (4) (3)
Transportation Equip-Light Trucks 15 298,181 191,939 63,214 7,067 15,267 4,711 8,379 7,604
Transportation Equip-Heavy Trucks 15 221,642 142,671 46,988 5,253 11,348 3,502 6,228 5,652
Transportation Equip-Cars 15 19,077 12,280 4,044 452 977 301 536 486
Transportation Equip-Other 15 144,778 93,194 30,693 3,431 7,413 2,287 4,068 3,692
Stores Equipment 15 2,784 1,792 590 66 143 44 78 71
Tools, Shop & Garage Equipment 15 161,024 103,651 34,137 3,816 8,244 2,544 4,525 4,106
Laboratory Equipment 2 108,275 54,268 34,951 5,143 9,972 3,551 195 195
Power Operated Equipment 15 36,595 23,556 7,758 867 1,874 578 1,028 933
Communication Equipment - Non-Telephone 15 27,056 17,416 5,736 641 1,385 427 760 690
Remote Control and Instrument 15 270,028 173,817 57,246 6,400 13,825 4,266 7,588 6,886
Communication Equipment - Telephone 15 14,863 9,568 3,151 352 761 235 418 379
Miscellaneous Equipment 15 272,326 175,296 57,733 6,454 13,943 4,303 7,652 6,944
Other Tangible Property 15 9,669 6,224 2,050 229 495 153 272 247
Aquisitons 17 52,348 26,483 14,437 1,523 3,806 1,016 1,712 3,371
Total Depreciation Expense 18,383,403 $ 10,431,259 $ 4,553,281 $ 504,900 $ 1,177,068 $ 338,777 $ 489,079 889,038
AMORTIZATION EXPENSE
Amortization of UPAA 18 24,567 12,455 6,763 715 1,784 477 801 1,572
Amortization Expense 18 263,438 133,563 72,524 7,666 19,126 5,111 8,588 16,860
Total Amortizations 288,004 146,018 79,288 8,381 20,909 5,587 9,389 18,432
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KENTUCKY AMERICAN WATER COMPANY

COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS

Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
TAXES, OTHER THAN INCOME
408.1 Federal and State Payroll Taxes 16 596,010 366,844 141,016 16,688 36,357 11,205 11,503 12,397
408.1 Property Taxes 18 7,039,679 3,569,117 1,938,024 204,855 511,081 136,570 229,494 450,539
408.1 Other Taxes and Licenses 18 10,594 5,371 2,917 308 769 206 345 678
408.1 Utility Reg Assessment 19 215,933 120,318 55,041 6,219 14,403 4,168 5,981 9,803
412.0 ITC 18 (78,492) (39,795) (21,609) (2,284) (5,699) (1,523) (2,559) (5,023)
Total Taxes, Other Than Income 7,783,724 4,021,855 2,115,389 225,786 556,911 150,625 244,764 468,394
INCOME TAXES 18 7,638,189 3,872,562 2,102,794 222,271 554,533 148,181 249,005 488,844
Utility Operating Income Available
for Return 18 36,435,816 18,472,959 10,030,780 1,060,282 2,645,240 706,855 1,187,808 2,331,892
Total Cost of Service $ 108,517,826 $ 60,465,067 $ 27,657,418 $ 3,124,954 $ 7,237,723 $ 2,094,902 $ 3,006,720 $ 4,931,042
Less: Misc. Service 19 - - - - - - -
Rent 19 96,878 53,980 24,694 2,790 6,462 1,870 2,684 4,398
Rent I/C 19 154,930 86,327 39,492 4,462 10,334 2,990 4,292 7,034
NSF Return Check Charge 13 30,840 27,799 2,122 12 185 3 709 9
Late Payment Fee 13 784,484 707,134 53,972 314 4,707 78 18,043 235
Reconnection/Activation - T&D Related 7 598,864 286,017 185,947 7,306 45,633 4,012 33,836 36,111
Application/Initiation Fee 13 765,681 690,185 52,679 306 4,594 77 17,611 230
Usage Data 13 51,538 46,456 3,546 21 309 5 1,185 15
AFUDC 18 551,340 279,529 151,784 16,044 40,027 10,696 17,974 35,286
Total Other Water Revenues 3,034,555 2,177,429 514,236 31,255 112,252 19,732 96,333 83,319
Total Cost of Service Related to
Sales of Water $ 105,483,271 $ 58,287,638  $ 27,143,182 $ 3,093,699 $ 7,125472 $ 2,075,171 $ 2,910,387 $ 4,847,722
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 1. ALLOCATION OF COSTS WHICH VARY WITH THE AMOUNT OF WATER
CONSUMED.

Factors are based on the pro forma test year average daily consumption for each customer classification.

Average Daily

Customer Consumption, Allocation
Classification Thousand Gallons Factor
(1) 2) 3)

Residential 15,429 0.4808
Commercial 10,406 0.3243
Industrial 1,692 0.0527
Other Public Authority 3,194 0.0995
Sales for Resale 1,169 0.0364
Private Fire Protection 98 0.0031
Public Fire Protection 104 0.0032
Total 32,092 1.0000

FACTOR 2. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM DAY EXTRA CAPACITY FUNCTIONS.

Factors are based on the weighting of the factors for average daily consumption (Factor 1) and the factors
derived from maximum day extra capacity demand for each customer classification, as follows:

Average Daily Maximum Day

Consumption Extra Capacity
Customer Allocation Weighted Allocation Weighted Allocation

Classification Factor 1 Factor Factor Factor Factor
(1) (2) (3)=(2)x (4) (5)=(4)x (6)=(3)*+(3)
0.5714 0.4286

Residential 0.4808 0.2747 0.5285 0.2265 0.5012
Commercial 0.3243 0.1853 0.3208 0.1375 0.3228
Industrial 0.0527 0.0301 0.0406 0.0174 0.0475
Other Public Authority 0.0995 0.0569 0.0821 0.0352 0.0921
Sales for Resale 0.0364 0.0208 0.0280 0.0120 0.0328
Private Fire Protection 0.0031 0.0018 0.0018
Public Fire Protection 0.0032 0.0018 0.0018
Total 1.0000 0.5714 1.0000 0.4286 1.0000

The derivation of the maximum day extra capacity factors in column 4 and the basis for the column 3 and
5 weightings are presented on the following page.
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 2. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM DAY EXTRA CAPACITY FUNCTIONS, cont.

Maximum Day Extra Capacity

Average Daily Rate of Flow,
Customer Consumption, Thousand Gallons Allocation
Classification Thousand Gallons Factor* Per Day Factor
(1) (2) 3) (4)=(2)x(3) (5)
Residential 15,429 1.00 15,429 0.5285
Commercial 10,406 0.90 9,365 0.3208
Industrial 1,692 0.70 1,184 0.0406
Other Public Authority 3,194 0.75 2,396 0.0821
Sales for Resale 1,169 0.70 818 0.0280
Total 31,890 29,192 1.0000

The weighting of the factors is based on the maximum day ratio of 1.75, based on a review of maximum
day ratios experienced during the period 2000 through 2014 (see Schedule D).

Maximum
Day
Ratio Weight
Average Day 1.00 0.5714
Maximum Day
Extra Capacity 0.75 0.4286
Total 1.75 1.0000

* Ratio of maximum day to average day minus 1.0.
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 3. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE, MAXIMUM DAY EXTRA
CAPACITY AND FIRE PROTECTION FUNCTIONS.

Factors are based on the weighting of the average daily consumption, the maximum day extra capacity demand, and the
fire protection demand for each customer classification.

Average Daily Maximum Day
Consumption Extra Capacity Fire Protection
Customer Allocation ~ Weighted  Allocation =~ Weighted  Allocation = Weighted Allocation
Classification Factor Factor Factor Factor Factor Factor Factor
(1) (2) (3)=(2) X (4) (5)=(4) X (6) (7)=(6) X (8)=(3)+(5)*+(7)
0.5268 0.3951 0.0781
Residential 0.4808 0.2533 0.5285 0.2089 0.4622
Commercial 0.3243 0.1708 0.3208 0.1267 0.2975
Industrial 0.0527 0.0278 0.0406 0.0160 0.0438
Other Public Authority 0.0995 0.0524 0.0821 0.0324 0.0848
Sales for Resale 0.0364 0.0192 0.0280 0.0111 0.0303
Private Fire Protection 0.0031 0.0016 0.4831 0.0377 0.0393
Public Fire Protection 0.0032 0.0017 0.5169 0.0404 0.0421
Total 1.0000 0.5268 1.0000 0.3951 1.0000 0.0781 1.0000

-14 -

22 Jo ¢ ebed
D 9|npayos



KAW_R_PSCDR2_NUMO003

KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 3. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE,
MAXIMUM DAY EXTRA CAPACITY AND FIRE PROTECTION FUNCTIONS, cont.

The weighting of the factors is based on the potential demand of general and fire protection service.
The bases for the potential demand of general service are the maximum day ratio of 1.75 and the
average daily system sendout for year ending 2017 of 40.5 MGD. The system demand for fire
protection is 10,000 Gallons per minute for 10 hours.

Rate of Flow,
Ratio (GPD) Weight

Average Day 1.00 40,472,205 0.5268
Maximum Day

Extra Capacity 0.75 30,354,154 0.3951

Subtotal 1.75 70,826,359 0.9219
Fire Protection 6,000,000 0.0781

Total 76,826,359 1.0000

The public and private fire protection allocation factors in column 6 on the previous page are based
on the relative potential demands (see Schedule E).
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 4. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND MAXIMUM HOUR EXTRA CAPACITY
FUNCTIONS.

Factors are based on the weighting of the average daily consumption, the maximum day extra capacity demand, and the fire protection
demand for each customer classification.

Maximum Hour

Average Hourly Consumption Extra Capacity Fire Protection
Customer Thousand  Allocation  Weighted  Allocation = Weighted  Allocation Weighted Allocation
Classification Gallons Factor Factor Factor Factor Factor Factor Factor
(1) (2) 3) (4)=(3) X (5) (6)=(5) X (7) (8)=(7) X (9)=(4)+(6)+(8)
0.3502 0.5252 0.1246

Residential 642.9 0.5253 0.1840 0.5668 0.2977 0.4817
Commercial 433.6 0.3543 0.1241 0.3622 0.1902 0.3143
Industrial 5.8 0.0047 0.0016 0.0031 0.0016 0.0032
Other Public Authority 133.1 0.1088 0.0381 0.0679 0.0357 0.0738
Sales for Resale 0.0 0.0000 0.0000 0.0000 0.0000 0.0000
Private Fire Protection 4.1 0.0034 0.0012 0.4831 0.0602 0.0614
Public Fire Protection 4.3 0.0035 0.0012 0.5169 0.0644 0.0656
Total 1,223.8 1.0000 0.3502 1.0000 0.5252 1.0000 0.1246 1.0000

The maximum hour extra capacity factors in column 5 are determined on the next page.
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 4. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM HOUR EXTRA CAPACITY FUNCTIONS, cont.

The weighting of the factors is based on the potential demand of general and fire protection service.
The bases for the potential demand of general service are the maximum hour ratio of 2.5 and the
average daily system sendout for the year ending 2017 of 40.5 MGD. The system demand for fire
protection is 10,000 gallons per minute.

Rate of Flow,
Ratio (GPM) Weight

Average Hour 1.00 28,106 0.3502
Maximum Hour

Extra Capacity 1.50 42,159 0.5252

Subtotal 2.50 70,265 0.8754
Fire Protection 10,000 0.1246

Total 80,265 1.0000

The maximum hour extra capacity factors in column 5 of the previous page are determined as
follows:

Average
Hourly Maximum Hour Extra Capacity
Customer Consumption 1,000 Gallons Allocatior
Classification Thousand Gallons Factor* Per Hour Factor
(1) (2) 3) (4)=(2)x(3) (5)

Residential 642.9 1.90 1,221.5 0.5668
Commercial 433.6 1.80 780.5 0.3622
Industrial 5.8 1.15 6.7 0.0031
Other Public Authority 133.1 1.10 146.4 0.0679
Sales for Resale 0.0 0.90 0.0 0.0000
Total 1,215.4 2,155.1 1.0000

* Ratio of Maximum Hour To Average Hour Minus 1.0.

The public and private fire protection allocation factors in column 7 on the previous page are based
on the relative potential demands (see Schedule E).
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KENTUCKY AMERICAN WATER COMPANY

FACTOR 5. ALLOCATION OF COSTS ASSOCIATED WITH STORAGE FACILITIES.

KAW_R_PSCDR2_NUMO003_012519
Page 18 of 39

Factors are based on the weighting of the average hourly consumption, the maximum hour extra capacity demand, and the fire

protection demand for each customer classification.

Average Hourly Consumption

Maximum Hour
Extra Capacity

Fire Protection

Customer Thousand Weighted Allocation  Weighted Allocation
Classification Factor Factor Factor Factor
(1) (4)=(3) X (5) (6)=(5) X (9)=(4)+(6)*(8)
0.3119 0.4679

Residential 0.1500 0.5373 0.2515 0.4015
Commercial 0.1011 0.3433 0.1606 0.2617
Industrial 0.0164 0.0357 0.0167 0.0331
Other Public Authority 0.0310 0.0644 0.0301 0.0611
Sales for Resale 0.0114 0.0193 0.0090 0.0204
Private Fire Protection 0.0010 0.1074
Public Fire Protection 0.0010 0.1148
Total 0.3119 1.0000 0.4679 1.0000

The weighting of the factors is based on the ratio of the capacity required for a 10 hour demand of fire flow, as related to total storage
capacity. The calculation is shown on the following page.
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KENTUCKY AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 5. ALLOCATION OF COSTS ASSOCIATED WITH STORAGE FACILITIES, cont.

The weighting of the factors is based on the ratio of the capacity required for a 10 hour demand of fire flow, as

related to total storage capacity.

Fire Protection Weight = 10,000 GPM X 60 Min. X 10 Hrs. = 0.2202
27,250,000 Gallons
General Service Weight = 1.0000 - 0.2202 = 0.7798

The weighting of the average hourly consumption and maximum hour extra demand for
general service is based on the maximum hour ratio, as follows:

Maximum
Hour
Ratio Percent Weight
Average Hour 1.00 40.00 0.3119
Extra Capacity
Maximum Hour 1.50 60.00 0.4679
Total 2.50 100.00 0.7798
Average
Hourly Maximum Hour Extra Capacity
Customer Consumption 1,000 Gallons Allocation
Classification Thousand Gallons Factor® Per Hour Factor
(1) (2) 3) (4)=(2)x(3) (5)
Residential 642.9 1.9 1,221.5 0.5373
Commercial 433.6 1.8 780.5 0.3433
Industrial 70.5 1.2 81.1 0.0357
Other Public Authority 133.1 1.1 146.4 0.0644
Sales for Resale 48.7 0.9 43.8 0.0193
Total 1,328.8 2,273.3 1.0000

* Ratio of Maximum Hour To Average Hour Minus 1.0.
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KENTUCKY AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 6. ALLOCATION OF COSTS ASSOCIATED WITH POWER AND PUMPING FACILITIES.

Factors are based on the weighting of the maximum daily consumption, Factor 2, the maximum daily
consumption with fire, Factor 3, and the maximum hour consumption, Factor 4, for each customer

classification, as follows:

Maximum Daily Maximum Daily Maximum Hourly
Consumption Consumption w/ Fire Consumption

Customer Allocation Weighted Allocation Weighted Allocation Weighted Allocation

Classification Factor 2 Factor Factor 3 Factor Factor 4 Factor Factor

(1) () (3)=(2)X (4) (B)=(4)X (6) (7)=(6)X  (8)=(3)+
0.4259 0.3109 0.2632 (5)+(7)
Residential 0.5012 0.2134 0.4622 0.1437 0.4817 0.1268 0.4839
Commercial 0.3228 0.1375 0.2975 0.0925 0.3143 0.0827 0.3127
Industrial 0.0475 0.0202 0.0438 0.0136 0.0032 0.0008 0.0346
Other Public Authority ~ 0.0921 0.0392 0.0848 0.0264 0.0738 0.0194 0.0850
Sales for Resale 0.0328 0.0140 0.0303 0.0094 0.0000 0.0000 0.0234
Private Fire Protection  0.0018 0.0008 0.0393 0.0122 0.0614 0.0162 0.0292
Public Fire Protection 0.0018 0.0008 0.0421 0.0131 0.0656 0.0173 0.0312
Total 1.0000 0.4259 1.0000 0.3109 1.0000 0.2632 1.0000

The weighting of the factors is based on the horsepower of pumps associated with maximum day facilities,

maximum day and fire facilities, and maximum hour facilities, as follows:

Horsepower
of Pumps Weight
Associated with Maximum Day 10,200 0.4259
Associated with Maximum Day and Fire 7,447 0.3109
Associated with Maximum Hour 6,305 0.2632
Total 23,952 1.0000
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 7. ALLOCATION OF COSTS ASSOCIATED WITH TRANSMISSION AND DISTRIBUTION MAINS

Factors are based on the weighting of the maximum daily consumption with fire, Factor 3, and the
maximum hour consumption, Factor 5, for each customer classification, as follows:

Maximum Daily Maximum Hourly
Consumption w/ Fire Consumption
Customer Allocation  Weighted Allocation Weighted Allocation
Classification Factor 3 Factor Factor 4 Factor Factor
(1) (2) (3)=(2)X (4) (B)=(4)X  (6)=(3)*(5)
0.2220 0.7780
Residential 0.4622 0.1028 0.4817 0.3748 0.4776
Commercial 0.2975 0.0660 0.3143 0.2445 0.3105
Industrial 0.0438 0.0097 0.0032 0.0025 0.0122
Other Public Authority 0.0848 0.0188 0.0738 0.0574 0.0762
Sales for Resale 0.0303 0.0067 0.0000 0.0000 0.0067
Private Fire Protection 0.0393 0.0087 0.0614 0.0478 0.0565
Public Fire Protection 0.0421 0.0093 0.0656 0.0510 0.0603
Total 1.0000 0.2220 1.0000 0.7780 1.0000

The weighting of the factors is based on the total footage of mains, designated as either transmission mains
or distribution mains, as follows:

Total Footage

of Mains Weight
Transmission Mains 2,388,211 0.2220
Distribution Mains 8,370,144 0.7780
Total 10,758,355 1.0000
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.
FACTOR 8. ALLOCATION OF COSTS ASSOCIATED WITH FIRE HYDRANTS.

Costs are assigned directly to Public Fire Protection.

Customer Allocation
Classification Factor
(1) (3)
Public Fire Protection 1.0000
Total 1.0000

FACTOR 9. ALLOCATION OF COSTS ASSOCIATED WITH METERS.

Factors are based on the relative cost of meters by size and customer classification, as
developed on the following page and summarized below.

Customer 5/8" Dollar Allocation
Classification Equivalents Factor
(1) 2) (3)
Residential 123,657 0.8302
Commercial 19,000 0.1276
Industrial 577 0.0039
Other Public Authority 3,581 0.0240
Sales for Resale 271 0.0018
Private Fire 1,862 0.0125
Total 148,948 1.0000
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BASIS FOR ALLOCATING METER COSTS TO CUSTOMER CLASSIFICATIONS
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5/8" Residential Commercial Industrial Other Public Authority Sales for Resale Private Fire Protection Total
Meter Dollar Number of Number of Number of Number of Number of Number of Number of
Size Equivalent Meters Weighting Meters Weighting Meters Weighting Meters Weighting Meters Weighting Meters Weighting Meters Weighting
() 2 (3) (4)=(2)X(3) (5) (6)=(2)X(5) 7 (8)=(2)X(7) 9) (10)=(2)X(9) (11) (12)=(2)X(11) (13) (14)=(2)X(11) (15) (16)
5/8 1.0 119,299 119,299 4,603 4,603 6 6 125 125 0 0 1,862 1,862 125,895 125,895
3/4 14 0 0 0 0 0 0 0 0 0 0 0 0 0 0
1 1.8 2,067 3,721 2,425 4,365 4 7 182 328 0 0 0 0 4,678 8,421
1-1/2 3.0 13 39 176 528 2 6 32 96 5 15 0 0 228 684
2 4.0 117 468 2,008 8,032 22 88 405 1,620 4 16 0 0 2,556 10,224
3 12.0 0 0 1 12 0 0 1 12 0 0 0 0 2 24
4 20.0 0 0 30 600 10 200 45 900 6 120 0 0 91 1,820
6 30.0 3 90 14 420 9 270 14 420 4 120 0 0 44 1,320
8 40.0 1 40 11 440 0 0 2 80 0 0 0 0 14 560
Total 121,500 123,657 9,268 19,000 53 577 806 3,581 19 271 1,862 1,862 133,508 148,948
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KENTUCKY AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 10. ALLOCATION OF COSTS ASSOCIATED WITH SERVICES.

Factors are based on the relative cost of services by size and customer classification, as
developed on the following page and summarized below.

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection

Total

3/4" Dollar

Equivalents

150,249

-24 -

(2)

123,853
16,487
159
2,082
61
7,607

Allocation
Factor

3)

0.8243
0.1097
0.0011
0.0139
0.0004

0.0506

1.0000
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BASIS FOR ALLOCATING SERVICE COSTS TO CUSTOMER CLASSIFICATIONS
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3/4" Residential Commercial Industrial Other Public Authority Sales for Resale Private Fire Protection Total
Service Dollar Number of Number of Number of Number of Number of Number of Number of
Size Equivalent Services Weighting Services Weighting Services Weighting Services Weighting Services Weighting Services Weighting Services Weighting
() 2 (3) (4)=(2)X(3) (5) (6)=(2)X(5) 7 (8)=(2)X(7) 9) (10)=(2)X(9) (11) (12)=(2)X(11) (13) (14)=(2)X(11) (15) (16)

3/4 1.00 83,715 * 83,715 4,603 4,603 6 6 125 125 0 0 0 0 88,449 88,449
1 2.00 19,859 * 39,718 2,425 4,850 4 8 182 364 0 0 0 0 22,470 44,940
1-1/2 2.20 13 29 176 387 2 4 32 70 5 11 0 0 228 501
2 3.20 117 374 2,008 6,426 22 70 405 1,296 4 13 75 240 2,631 8,419
4 3.50 0 0 31 109 10 35 46 161 6 21 479 1,677 572 2,003
6 4.00 3 12 14 56 9 36 14 56 4 16 968 3,872 1,012 4,048
8 5.10 1 5 11 56 0 0 2 10 0 0 320 1,632 334 1,703
10 8.90 0 0 0 0 0 0 0 0 0 0 13 116 13 116
12 9.50 0 0 0 0 0 0 0 0 0 0 6 57 6 57
>12 12.70 0 0 0 0 0 0 0 0 0 0 1 13 1 13
Total 103,708 123,853 9,268 16,487 53 159 806 2,082 19 61 1,862 7,607 115,716 150,249

*Adjusted to reflect that approximately 35,584 residential customers are served by 1-inch service lines each serving two residences.
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KENTUCKY AMERICAN WATER COMPANY
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FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 11. ALLOCATION OF TRANSMISSION AND DISTRIBUTION OPERATION

SUPERVISION AND ENGINEERING AND MISCELLANEOUS EXPENSES.

Factors are based on transmission and distribution operation expenses other than those being

allocated, as follows:

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection
Public Fire Protection

Total

Transmission
& Distribution
Operating
Expenses

2)

$ 1,208,538
216,921
6,986

43,140

3,365

24,679

7,928

1,511,558

Allocation
Factor

3)

0.7997
0.1435
0.0046
0.0285
0.0022
0.0163
__ 00052

1.0000

FACTOR 12. ALLOCATION OF TRANSMISSION AND DISTRIBUTION MAINTENANCE
SUPERVISION AND ENGINEERING, STRUCTURES AND IMPROVEMENTS, AND OTHER

EXPENSES.

Factors are based on transmission and distribution maintenance expenses other than those

being allocated, as follows:

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection
Public Fire Protection

Total

Transmission

& Distribution

Maintenance
Expenses

(2)

$ 739,485
350,358
37,830
78,929
23,129
135,664
167,675

$1,533,071
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Factor

3)

0.4823
0.2285
0.0247
0.0515
0.0151
0.0885
0.1094

1.0000
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FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 13. ALLOCATION OF BILLING AND COLLECTING COSTS.

Factors are based on the total number of customers.

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection
Public Fire Protection

Total

Total
Customers

(2)

121,500
9,268
53

806

19
3,102
38

134,786

FACTOR 14. ALLOCATION OF METER READING COSTS.

Factors are based on the number of metered customers.

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection

Total

Total Metered
Customers

2)

121,500
9,268
53

806

19
1,862

133,508

-27 -

Allocation
Factor

3)

0.9014
0.0688
0.0004
0.0060
0.0001
0.0230
0.0003

1.0000

Allocation
Factor

3)

0.9102
0.0694
0.0004
0.0060
0.0001
0.0139

1.0000
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FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 15. ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Factors are based on the allocation of all other operation and maintenance expenses excluding
purchased water, power, chemicals and waste disposal.

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection
Public Fire Protection

Total

Operation &
Maintenance Allocation
Expenses Factor
(2) (3)

$ 9,152,538 0.6437
3,013,483 0.2120
337,353 0.0237
727,680 0.0512
224,007 0.0158
400,007 0.0281
362,211 0.0255
14,217,278 1.0000

FACTOR 15A. ALLOCATION OF CASH WORKING CAPITAL

Factors are based on the allocation of operation and maintenance expenses including purchased
water, power, chemicals, waste disposal, and administrative and general expenses.

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire Protection
Public Fire Protection

Total

Operation &
Maintenance Allocation
Expenses Factor
2) 3)
$ 23,291,858 0.6199
8,671,330 0.2308
1,091,520 0.0290
2,255,703 0.0600
736,961 0.0196
815,313 0.0217
715,818 0.0190
37,578,504 1.0000
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KAW_R_PSCDR2_I1:I,JMOO 1
Page 28 &t
KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.
FACTOR 16. ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Factors are based on the allocation of direct labor expense.

Customer Direct Labor Allocation
Classification Expense Factor
(1) (2) 3)
Residential $ 4,802,143 0.6155
Commercial 1,845,995 0.2366
Industrial 218,709 0.0280
Other Public Authority 476,086 0.0610
Sales for Resale 146,914 0.0188
Private Fire Protection 150,428 0.0193
Public Fire Protection 162,173 0.0208
Total 7,802,449 1.0000

FACTOR 17. ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS,
MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Factors are based on the allocation of the original cost less depreciation other than those items
being allocated, as follows:

Original
Customer Cost Less Allocation
Classification Depreciation Factor
(1) (2) 3)
Residential $ 265,501,057 0.5059
Commercial 144,768,699 0.2758
Industrial 15,287,755 0.0291
Other Public Authority 38,157,299 0.0727
Sales for Resale 10,192,866 0.0194
Private Fire Protection 17,183,512 0.0327
Public Fire Protection 33,816,229 0.0644
Total 524,907,418 1.0000

-29.-
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KENTUCKY AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 18. ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Factors are based on the allocation of the original cost measure of value rate base as shown on
the following pages and summarized below.

Original
Customer Cost Measure Allocation
Classification of Value Factor
(1) (2) (3)
Residential $ 223,628,669 0.5070
Commercial 121,452,569 0.2753
Industrial 12,848,840 0.0291
Other Public Authority 32,007,419 0.0726
Sales for Resale 8,568,138 0.0194
Private Fire Protection 14,393,219 0.0326
Public Fire Protection 28,212,717 0.0640
Total 441,111,572 1.0000

FACTOR 19. ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS
AND OTHER WATER REVENUES.

The factors are based on the allocation of the total cost of service, excluding those items being
allocated.

Customer Total Cost Allocation
Classification of Service Factor
(1) (2) (3)
Residential $ 60,116,193 0.5572
Commercial 27,497,820 0.2549
Industrial 3,106,922 0.0288
Other Public Authority 7,195,961 0.0667
Sales for Resale 2,082,818 0.0193
Private Fire Protection 2,989,377 0.0277
Public Fire Protection 4,902,616 0.0454
Total 107,891,708 1.0000

-30 -
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COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS

Page 31 of 39

Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)
RATE BASE
301.0 Organization 17 550,660 278,579 151,872 16,024 40,033 10,683 18,007 35,462
302.0 Franchise and Consents 17 70,261 35,545 19,378 2,045 5,108 1,363 2,298 4,525
339.1  Other P/E Intangibles 17 180,470 91,300 49,774 5,252 13,120 3,501 5,901 11,622
339.3 Other P/E CPS 17 413,806 209,344 114,128 12,042 30,084 8,028 13,531 26,649
303.2 Land and Land Rights - SS 2 1,113,292 557,982 359,371 52,881 102,534 36,516 2,004 2,004
304.1  Source of Supply Struct & Improv 2 16,291,306 8,165,203 5,258,834 773,837 1,500,429 534,355 29,324 29,324
305.0 Collecting &mpounding Reservoirs 1 522,775 251,350 169,536 27,550 52,016 19,029 1,621 1,673
306.0 Lake, River and Other Intakes 2 1,525,801 764,732 492,529 72,476 140,526 50,046 2,746 2,746
309.0 Supply Mains 2 13,541,033 6,786,766 4,371,045 643,199 1,247,129 444,146 24,374 24,374
311.5 Pumping Equipment - S 2 14,727,534 7,381,440 4,754,048 699,558 1,356,406 483,063 26,510 26,510
303.3 Pumping Land & Land Rights 6 277,216 134,145 86,685 9,592 23,563 6,487 8,095 8,649
304.2 Pumping Structures & Improvements 6 6,742,246 3,262,573 2,108,300 233,282 573,091 157,769 196,874 210,358
310.0 Other Power Production Equipment 6 6,105,577 2,954,489 1,909,214 211,253 518,974 142,871 178,283 190,494
311.2  Electric Pumping Equipment 6 19,251,415 9,315,760 6,019,917 666,099 1,636,370 450,483 562,141 600,644
311.2  Diesel Pumping Equipment 6 227,185 109,935 71,041 7,861 19,311 5,316 6,634 7,088
311.4  Hydraulic Pumping Equipemen 6 (2,685) (1,299) (839) (93) (228) (63) (78) (84)
311.5  Other Pumping Equipmen 6 - - - - - - - -
303.4 Land and Land Rights - WT 2 800,183 401,052 258,299 38,009 73,697 26,246 1,440 1,440
304.3 Water Treat Structures & Improv 2 37,259,428 18,674,425 12,027,343 1,769,823 3,431,593 1,222,109 67,067 67,067
311.5 Pumping Equipment - WT 2 645,648 323,599 208,415 30,668 59,464 21,177 1,162 1,162
320.1  Water Treat Equipment 2 48,554,580 24,335,555 15,673,418 2,306,343 4,471,877 1,592,590 87,398 87,398
320.2 WT Filter Media 2 293,281 146,992 94,671 13,931 27,011 9,620 528 528
303.5 Land and Land Rights - T&D 7 7,564,215 3,612,669 2,348,689 92,283 576,393 50,680 427,378 456,122
304.4 T &D Structures & Improvements 7 819,516 391,401 254,460 9,998 62,447 5,491 46,303 49,417
311.5 Pumping Equipment - T&C 7 1,662,445 793,984 516,189 20,282 126,678 11,138 93,928 100,245
330.0 Distrib. Reservoirs & Standpipes 5 14,063,816 5,646,622 3,680,501 465,512 859,299 286,902 1,510,454 1,614,526
331.0 Transmission & Distribution Mains
Not Classified - Distributior 4 4,473,511 2,154,890 1,406,025 14,315 330,145 - 274,674 293,462
Not Classified - Transmission 3 5,077,412 2,346,780 1,510,530 222,391 430,564 153,846 199,542 213,759
4 inch or less 4 11,657,277 5,615,310 3,663,882 37,303 860,307 - 715,757 764,717
6 inch to 8 incr 4 81,378,250 39,199,903 25,577,184 260,410 6,005,715 - 4,996,625 5,338,413
10 inch to 16 inct 3 44,015,742 20,344,076 13,094,683 1,927,890 3,732,535 1,333,677 1,729,819 1,853,063
18 inch or Greater 3 65,465,633 30,258,216 19,476,026 2,867,395 5,551,486 1,983,609 2,572,799 2,756,103
333.0 Services 10 8,700,560 7,171,872 954,451 9,571 120,938 3,480 440,248 -
334.0 Meters 9 15,148,206 12,576,041 1,932,911 59,078 363,557 27,267 189,353 -
334.0 Meter Installations 9 19,728,061 16,378,236 2,517,301 76,939 473,473 35,511 246,601 -
335.0 Fire Hydrants 8 16,461,104 - - - - - - 16,461,104
304.5 Office Structures 15 13,907,447 8,952,224 2,948,379 329,606 712,061 219,738 390,799 354,640
340.1  Office Furniture and Equipment 15 2,200,144 1,416,232 466,430 52,143 112,647 34,762 61,824 56,104
340.2 Computer Equipment and Software 15 5,069,234 3,263,066 1,074,678 120,141 259,545 80,094 142,445 129,265
340.3 Computer Software - Special - CIS 13 1,306,231 1,177,436 89,869 522 7,837 131 30,043 392
340.3 Computer Software - Special - Othel 15 2,529,726 1,628,384 536,302 59,954 129,522 39,970 71,085 64,508
341.0 Transportation Equir 15 4,715,751 3,035,529 999,739 111,763 241,446 74,509 132,513 120,252
342.0 Stores Equipment 15 60,601 39,009 12,847 1,436 3,103 957 1,703 1,545
343.0 Tools, Shop & Garage Equipment 15 2,106,334 1,355,847 446,543 49,920 107,844 33,280 59,188 53,712
344.0 Laboratory Equipment 2 830,372 416,182 268,044 39,443 76,477 27,236 1,495 1,495
345.0 Power Operated Equipment 15 345,165 222,182 73,175 8,180 17,672 5,454 9,699 8,802
346.0 Communication Equipment 15 2,565,918 1,651,681 543,975 60,812 131,375 40,541 72,102 65,431
347.0 Miscellaneous Equipment 15 4,150,749 2,671,837 879,959 98,373 212,518 65,582 116,636 105,844
348.0  Other Tangible Property 15 65,932 42,440 13,978 1,563 3,376 1,042 1,853 1,681
Plant Acquisition 17 886,218 448,338 244,419 25,789 64,428 17,193 28,979 57,072
Total Plant in Service, Net of Accumulatec
Depreciation, Contributions and Advances 506,046,580 256,989,853 139,728,146 14,614,644 36,895,500 9,757,423 15,799,704 32,261,310
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Page 32 of 39
KENTUCKY AMERICAN WATER COMPANY
COST OF SERVICE FOR THE TWELVE MONTHS ENDED JUNE 30, 2020 ALLOCATED TO CUSTOMER CLASSIFICATIONS
Factor Cost of Public Sales for Fire Protection
Account Ref. Service Residential Commercial Industrial Authorities Resale Private Public
(1) (2) (3) 4) (5) (6) 7 (8) 9) (10)

OTHER RATE BASE ELEMENTS
Utility Plant Acquisition Adjustments 17 225,195 113,926 62,109 6,553 16,372 4,369 7,364 14,503
CWIP - Water Treatment Plant and Supply Mains 2 2,652,556 1,329,461 856,245 125,996 244,300 87,004 4,775 4,775
CWIP - T&D Mains 3 2,072,463 957,892 616,558 90,774 175,745 62,796 81,448 87,251
CWIP - Source of Supply 5 56,398 22,644 14,759 1,867 3,446 1,151 6,057 6,475
CWIP - Ground Level Tanks 5 37,599 15,096 9,840 1,245 2,297 767 4,038 4,316
CWIP - Pumping 6 608,277 294,345 190,208 21,046 51,704 14,234 17,762 18,978
CWIP - Meters and Meter Installations 9 271,716 225,578 34,671 1,060 6,521 489 3,396 -
CWIP - Services 10 230,845 190,285 25,324 254 3,209 92 11,681 -
CWIP - Hydrants 8 162,468 - - - - - - 162,468
CWIP - Other 15 1,854,756 1,193,907 393,208 43,958 94,964 29,305 52,119 47,296
Working Capital 15A 4,560,789 2,827,233 1,052,630 132,263 273,647 89,391 98,969 86,655
Deferred Income Taxes 17 (90,658,583) (45,864,177) (25,003,637) (2,638,165) (6,590,879) (1,758,777) (2,964,536) (5,838,413)
Deferred Investment Tax Credits 17 (10,001) (5,060) (2,758) (291) (727) (194) (327) (644)
Deferred Maintenance - Tank Painting 5 11,816,493 4,744,322 3,092,376 391,126 721,988 241,056 1,269,091 1,356,533
Deferred Debits - Source of Supply 2 1,198,681 600,779 386,934 56,937 110,399 39,317 2,158 2,158
Other Rate Base Elements 17 (14,660) (7,417) (4,043) (427) (1,066) (284) (479) (944)

Total Other Rate Base Elements (64,935,008) (33,361,184) (18,275,576) (1,765,804) (4,888,081) (1,189,284) (1,406,485) (4,048,593)
Total Original Cost Measure of Value 441,111,572 223,628,669 121,452,569 12,848,840 32,007,419 8,568,138 14,393,219 28,212,717
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KENTUCKY AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 20. ALLOCATION OF UNCOLLECTIBLE ACCOUNTS

Factors are based on three years of net charge-offs by customer classification.

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Sales for Resale
Private Fire

Total

Net Allocation
Charge-Offs Factor
(2) 3)
$ 2,291,576 0.8826
238,241 0.0918
54 0.0000
383 0.0001
28 0.0000
66,118 0.0255
2,596,399 1.0000
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KENTUCKY-AMERICAN WATER COMPANY

SUMMARY OF AVERAGE DAY AND PEAK DAY DELIVERY FOR THE YEARS 2000-2017

S,A\ennrliuoaljt Average Day Peak Day Max Day  Max Hour Max Hour

Year (MG) (MGD) (MGD) Date Ratio (MGD) Ratio
(1) (2) 3) (4) 5) (6)

2017 14,772 40.47 60.50 7/20 1.49
2016 14,935 40.92 56.19 09/14 1.37
2015 14,292 39.16 57.58 9/05 1.47
2014 13,955 38.23 56.89 7112 1.49 91.800 2.40
2013 13,271 36.36 52.66 9/29 1.45 84.100 2.31
2012 14,310 39.21 68.95 6/30 1.76 96.900 2.47
2011 13,785 37.77 55.82 6/8 1.48 78.900 2.09
2010 14,817 40.60 61.36 9/23 1.51 93.650 2.31
2009 13,905 38.09 53.40 717 1.40 76.652 2.01
2008 15,644 42.86 63.09 8/21 1.47 96.576 2.25
2007 15,734 43.11 64.30 6/15 1.49 84.092 1.95
2006 15,619 42.79 67.22 8/7 1.57 82.652 1.93
2005 16,068 44.02 69.65 8/2 1.58  109.398 2.49
2004 14,931 40.91 56.89 6/29 1.39 76.750 1.88
2003 15,005 41.11 61.37 7/8 1.49 83.630 2.03
2002 15,956 43.72 71.82 8/5 1.64  107.500 2.46
2001 14,962 40.99 56.04 6/19 1.37 91.620 2.24
2000 14,565 39.90 66.37 6/13 1.66 85.076 2.13
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KENTUCKY AMERICAN WATER COMPANY

BASIS FOR ALLOCATING DEMAND RELATED COSTS OF FIRE SERVICE
TO PRIVATE AND PUBLIC FIRE PROTECTION CUSTOMER CLASSIFICATIONS

Restrictive
Diameters Relative Allocation
Description Squared Quantity Demand* Factor
(1) 2) (3) (4)=(2)x(3) (®)
PRIVATE FIRE PROTECTION
Fire Lines
2 -inch 4.0 75 450
3 -inch 9.0 0 0
4 -inch 16.0 479 11,496
6 -inch 36.0 968 52,272
8 -inch 64.0 320 30,720
10 -inch 100.0 13 1,950
12 -inch 144.0 6 1,296
14 -inch 196.0 0 0
16 -inch 256.0 1 384
Private Hydrants 27.6 1,240 51,336
Total Private Fire Protection 3,102 149,904 0.4831
PUBLIC FIRE PROTECTION
4 -1/4 inch w/ 2-2 1/2, 1-4 1/2 20.3 6,542 132,803
5-1/4 inchw/ 2-21/2,1-4 1/2 27.6 1,000 27,600
Total Public Fire Prorection 7,542 160,403 0.5169
Total Fire Protection 10,644 310,307 1.0000

* Relative Demand for Private Fire lines and hydrants are calculated at 1.5 times the Public Fire Relative
Demand.
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KENTUCKY-AMERICAN WATER COMPANY
CALCULATION OF MONTHLY SERVICE CHARGES

Cost of Number Cost Per Unit

Cost Function Service of Units Description Per Month

(1 ) 3) (4) ®)

Meters $ 11,874,383 147,086  5/8-inch meter equivalents $ 6.73
Services 2,870,613 142,642  3/4-inch service equivalents 1.68
Billing & Collecting 8,676,457 131,646  Number of customers 5.49
Unrecovered Public Fire 398,545 147,086  5/8-inch meter equivalents 0.23
Readiness to Service - Mains 8,899,394 131,646  Number of customers 5.63
Total $ 23,819,998 $ 19.76
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KENTUCKY-AMERICAN WATER COMPANY
COMPARISON OF PRESENT AND PROPOSED RATES
SERVICE AREA 1
Meter Charges, Per Month
Meter Present Rate Proposed
Size Residential Non-Residential Rate
5/8 $12.57 $13.69 $ 15.00
3/4 18.74 20.46 22.40
1 31.23 34.07 37.30
1-1/2 62.45 68.17 74.70
2 99.92 109.04 119.50
3 187.35 204.47 224.00
4 312.25 340.77 373.40
6 624.50 681.50 746.70
8 999.20 1,090.40 1,194.70
Per Thousand Gallons
Consumption Charges: Present Proposed
Residential $ 5.059 $ 6.364
Commercial $ 4412 $ 5.712
Industrial $ 3.834 $ 4.750
Other Public Authority $ 4.053 $ 5.191
Sales for Resale $ 3.837 $ 4.760
Fire Protection:
Present Proposed
Private Fire Rate Rate
Line Size Per Month Per Month
2 $ 8.11 $ 9.16
4 32.67 36.92
6 73.49 83.04
8 130.64 147.62
10 204.18 230.72
12 294 .43 332.71
14 423.96 479.07
16 522.81 590.78
PrivateFire Hydrant 70.90 80.12

Public Fire Hydrant $ 39.90 $ 49.16



c d le G
KAW_R_PSCDR2_NU 2 1§

Pag of 39

KENTUCKY-AMERICAN WATER COMPANY

COMPARISON OF PRESENT AND PROPOSED RATES

EASTERN ROCKCASTLE COUNTY SERVICE AREA

Present Rates

Meter Minimum Rate per 1,000
Size Bill Allowance Over Minimum Bill
5/8 28.28 2,000 $ 11.30
3/4 28.28 2,000 $ 11.30

1 62.87 5,000 $ 11.30
2 178.17 15,000 $ 11.30
Proposed Rates

Meter Meter
Size Charge Allowance
5/8 15.00 -

3/4 22.40 -
1 37.30 -
2 119.50 -

Consumption Charges:

Residential $ 6.3640
Commercial $ 5.7120
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KENTUCKY-AMERICAN WATER COMPANY

COMPARISON OF PRESENT AND PROPOSED RATES

NORTH MIDDLETON SERVICE AREA

Present Rates

Meter Minimum
Size Bill Allowance
Residential
All Meter Sizes $ 31.52 2,000

Consumption Rate

First Block - Next 3,000 gallons $ 12.3300
Second Block - Next 5,000 gallons $ 11.0700
Third Block - Over 10,000 gallons $ 9.4800
Non-Residential
All Meter Sizes $ 2879 2,000
Consumption Rate
All Usage Over Allowance $ 17.8700
Sales for Resale
All Usage Over Allowance $ 4.5700
Proposed Rates
Meter Meter
Size Charge Allowance
5/8 15.00 -
119.50 -
4 373.40 -
Consumption Charges: Per Thousand
Gallons
Residential $ 6.3640
Commercial $ 5.7120

Sales for Resale $ 4.7600
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O’Neill

4.

Refer to the responses to Staff’s First Request, Item 12 and Item 14.a.

a.

The table below lists the total cost, by calendar year, of projects that were
constructed but were not included in Kentucky-American’s original budgets.
Provide a detailed reason for each project that was constructed but not included in
the annual budget.

Non-Budgeted

Years Projects
2017 4,815,347
2016 4,750,808
2015 5,134,475
2014 1,691,575
2013 167,292
2012 (254,896)
2011 722,796
2010 2,675,442
2009 261,416
2008 714,448

Provide a copy of Kentucky-American’s Comprehensive Planning Study.

Kentucky-American states that the approval of its business plan does not
constitute approval of individual projects that were included in the plan. Release
and approval of each project is through the Capital Investment Management
Committee (CIMC). For each budgeted project approved by the CIMC, but that
was not included in Kentucky-American’s original budget, provide annual
schedules for the years 2008 through 2017 that compares budget cost approved by
the CIMC to the actual completed project cost.

Provide any written monthly project approval that was issued by the CIMC in the
calendar years 2016 and 2017.

Provide revised budget project schedules for the calendar years 2008 through
2017 that includes budgeted items approved by the CIMC that were not included
in the budget originally approved for Kentucky-American.

Refer to the application, the Direct Testimony of Brent E. O’Neill (O’Neill
Testimony), page 3, line 13. Kentucky-American states that the last



Response:
a.

b.

KAW_R_PSCDR2_NUMO004_ 012519
Page 2 of 39

Comprehensive Planning Study (CPS) was completed in 2013. Provide the
estimated completion date of the next CPS study.

Please see attached.

Please see attachment to AG 1-71.

Please see attached.

Please see attached.

KAWC does not revise the budget plan or schedule throughout the year.

As indicated on page 43 of O’Neill’s Testimony, KAWC is in the process of updating

the 2012 Comprehensive Planning Study (CPS) and it anticipates that the update will
be complete by the middle of 2019.
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Kentucky American Water
Case No. 2018-00358
As of 2017

Page 3 of 39

PSC Data Request 2
Schedule 4a and 4c

Witness Responsible:
Brent O'Neill

BUDGET PROJECTS

Description

Approved by CIM|  Actual Project
Ce i Cost

112-020017

KRS Valve House Rehabilitation Phase 1

18,206

Renovation and rehabilitation of the Kentucky River Station Valve House Number 1
includes new valves and actuators; demolition of decommissioned piping and valves;
corrective measures to mitigate flooding; improved access for piping and valves;
relocation of electrical panels, boxes and SCADA,; review and replacement of fluoride
and chlorine lines as needed; and structural repairs.

$ 1,654,085

w

1,307,199

112-020035

KRS1 - Residual Improvements

136,265

w

This project will provide a near-term and intermediate solution to improve the residual
handling at KRS1. Improvements expected are installation of gravity thickeners, upsize
or increase number of washwater holding tanks, and create the long-term plan for
dewatering at KRS1. Project need is the result of an overloading of the residual's system
due to the operational change to address regulatory requirements of THM's formation at
the facility and within the distribution system. Due to the excess loading of the sludge
lagoons from the WWHTSs and Aldrich units, KAW runs the risk of overflowing one or
more of the lagoons in to a nearby creek which runs through a sensitive conservation
area, or exceeding the NPDES discharge limit for the total suspended solids (TSS).

o

4,500,000 | $ 639,371

112-020040

KRS Valve House Rehabilitation (Phase 2)

690,300

Renovation and rehabilitation of the Kentucky River Station Valve House Number 3
includes new valves and actuators; demolition of decommissioned piping and valves;
corrective measures to mitigate flooding; improved access for piping and valves;
relocation of electrical panels, boxes and SCADA,; review and replacement of fluoride
and chlorine lines as needed; and structural repairs.

$ 800,000 | $ 900,544

112-020043

Athens Boonesboro Main Extension

1,078,296

w

This project is phase 1 of the water system improvements along Athens-Boonesboro
Road in Fayette County to allow for the connection of KAWC customers to the
Company’s Central Service Area. The water main extension of phase 1 and 2 will
allow the Company to eliminate the use of purchased water for the customers in the area
of the project and allow them to be served by KAWC’s three water treatment facilities.
The project will also enhance water pressures and water quality for customers in the
area.

S 2,450,000 | $ 2,447,364

112-020055

New Circle Rd Main Relocation Phase 2

72,441

This project includes the relocation of approximately 1,300 lineal feet of 20 inch water
main and 1,500 lineal feet of 12 inch water main in response to the Kentucky
Department of Transportation’s widening of New Circle Road to increase safety and
improve the flow of traffic. The project is located along New Circle Road between
Georgetown Road and Boardwalk Avenue in Lexington.

S 1,000,000 | $ 205,980

112-020067

RRS Chemical Facility

185,211

This project incorporates several components of chemical storage and delivery to
enhance the robustness and reliability of Richmond Road Station (RRS) operations by
minimizing the risk of plant shutdown due to insufficient chemical storage and feed. A
major component of the project is the transition from chlorine gas and anhydrous
ammonia to the safer liquid sodium hypochlorite and aqueous ammonia. The project
will combine all of the chemicals used for the treatment of water at RRS, allowing for
the consolidated storage and management of chemicals, which will lead to improved
safety and efficiency for the operation of RRS.

$ 10,000,000 | $ 1,418,528

112-020073

KRS1 Raw Water Intake Pump Replacement

602,048

v

Kentucky Services will be the general contractor and will provide a turn key service to
replace raw water pump number 6 at KRS1 that had failed. Kentucky Services will
provide a 1250 HP motor, a Floway pump that will be identical to pump number 6,
engineering and startup services, materials for install and materials for removal, and will
transfer pump from landing on river to site.

$ 761,700 | $ 792,413

112-020076

KRS1 - Replace Incline Car

230,480

v

This project will replace the existing incline car at the KRS 1 that was installed in 1956.
The incline car is the main means for operators and maintenance personnel to gain
access the KRS 1 low service intake pumps and structure. The project will replace the
existing incline car with a new installation that will address safety concerns and increase
the capacity for moving personnel and equipment to the low service intake pumps and
structure.

$ 1,450,000 | $ 536,008

112-020077

Millersburg - GAC Filter

343,697

w

This project will install a GAC System to support the Millersburg Water System. The
GAC System is needed to mitigate the threat of THM's and HAA's from the Paris Water
System. The GAC system also will reduce non-revenue water by decreasing the amount
of flushing needed.

$ 620,000 | $ 798,790

112-020079

Jacobson Pump Station

115,432

This project will include the construction of a powder-activated carbon storage and feed
system at the Jacobson Reservoir. Currently the Jacobson Pump Station provides source
water from Reservoir 4 to Richmond Road Station, where the raw water is treated for
taste and odor through a bag feed system. The construction of the powder-activated
carbon feed system at the Jacobson Reservoir will allow operations staff to feed
appropriate amounts of powder-activated carbon and treat taste and odor in an efficient
manner.

$ 948,409 | $ 166,003

112-020086

RRS WTP Sedimentation Basin Improvement

1,191,412

o

This project replaced the sedimentation basin weirs with a submerged weir system. This
work improved the hydraulics and water quality for the Richmond Road Station facility.
The submerged weir system reduced the amount of floating debris getting onto the
filters and improved the performance of the sedimentation basin to provide optimal
operation of the filters. The improvements also improved the hydraulic capabilities of
the basins and ensured proper water levels during high demand periods for the facility.

S 1,375,000 | $ 1,410,172

112-020090

Brannon Rd Main Relocation

151,559

Relocation of approximately 8,308 feet of (24) inch ductile iron water main, hydrants,
valves, and related appurtenances, and easement acquisition as part of a state roadway

extension by the State Transportation Cabinet.

$ 1,550,000 | $ 83,645

4,815,347
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112-020011

New Circle Rd Main Relocation

$

(257,953)

s

The relocation of 1,730 lineal feet of 24-inch main, 2,070 lineal feet of 20-inch
main, 380 lineal feet of 16-inch main, 1,680 lineal feet of 12-inch main and 860
lineal feet of 8-inch main due to the widening and reconstruction of New Circle
Road from Versailles Road to Boardwalk by the Kentucky Transportation Cabinet.

$ 2,837,872

$ 2,044,056

112-020012

KRS High Service Pump #15

s

472,113

o

IThe replacement of KRS1 High Service Pumps #12 and #15 with new Vertical
[Turbine Pumps, Motors and VFDs.

$ 1,400,000

S 1,199,782

112-020017

KRS Valve House Rehabilitation #1

$

(502,394)

o

Renovation and rehabilitation of the Kentucky River Station Valve House Number
1includes new valves and actuators; demolition of decommissioned piping and
valves; corrective measures to mitigate flooding; improved access for piping and
valves; relocation of electrical panels, boxes and SCADA; review and replacement
of fluoride and chlorine lines as needed; and structural repairs.

112-020033

KY 341 Interconnect

$

(2,162)

i

$ 1,654,085

$ 1,307,199

|Tnstall approximately 11,000 linear feet of pipe connecting into the 42-inch
transmission main coming from KRS-2, providing a hydraulic loop for the northern
portion of Kentucky's Central Division. Also, the new main will provide a
secondary feed to existing customers.

$ 1,907,426

$ 1,307,199

112-020046

KRS | Raw Water Intake Actuator Repl

$

27,255

v

TTITS PTOJETT 5 (0 TEpTate tTe O aCCuTITaTaTor
Kentucky River Station #1 raw water intake with new hydroelectric actuators. The
accumulator system is a single point of failure that powers all six (6) actuators on
each of the six (6) 24" ball valves on the raw water intake pumps. The
accumulator system has been a continuous maintenance issue at the intake which
makes it very costly to maintain.

YSTETITaTTO TS attuators gt tTe

$ 689,982

$ 706,099

112-020056

KRS Valve House Rehabilitation (Phase 1.B)

344,733

s

Renovation and rehabilitation of the Kentucky River Station Valve House 2.
Includes new valves and actuators; demolition of decommissioned piping and
valves; corrective measures to mitigate flooding; improved access for piping and
valves; relocation of electrical panels, boxes and SCADA; review and replacement
of fluoride and chlorine lines as needed; and structural analysis. Including design,
bidding and construction services.

1,500,000

$ 867,228

112-020057

Sludge Thickener Drive Upgrade

(215,369)

TRE PUrpOSE OF This Project 1s to Increase the Torque capacity of the sTudge
thickener drive at KRS2. Presently, the drive mechanism has failed multiple times
due to maximum torque capacity being inadequate for current operating
conditions. Additionally, a sludge pump was replaced as part of this project that
failed.

$ 468,000

$ 306,195

112-020058

KRS2 Intake Pump Replacement

778,182

s

This project is for the replacement of two (2) new raw water intake pumps and a
redundant flush water system at KRS2 WTP. This includes a study to determine
the original intake pumps' failure modes as well as the design, bidding,
construction administration and installation of the new pumps.

$ 1,243,624

$ 1,386,785

112-020060

Reeves Drive

397,245

[

The Reeves Drives were originally installed with the original hydrotreaters at KRS1
in the 1950's and 1960's. Due to the age, the original drive mechanism has now
aged to a point where it is no longer possible to buy replacement components for
the Reeves Drives that are presently installed. Also, due the current setup and
design, the regular maintenance is difficult to perform.

$ 580,000

S 542,905

112-020062

Deer Lake Main Extension

945,780

This project is necessary to help improve water quality by creating a hydraulic
redundancy between two presently dead end water mains.

1,026,130

$ 1,120,858

112-300007

Pete Towles Main Extension

$

1,149,430

s

Installation of 16,464 Tineal feet of 6-inch PVC main to provide redundancy to the
Northern District distribution system between Georgetown Road and Claxon
Ridge Road

112-020065

KRSI - Cedar Creek Rd

$ 1,055,750

s

1,167,656

he private road to KRS1 is slowly falling into a state of disrepair requiring
frequent maintenance and becoming impassable for chemical delivery trucks. This
project will restore the entire road with

$

291,389

[

the intent to turn the road over to the county for future mai e.

$ 340,000

S 282,978

112-020073

KRS1 Raw Water Intake Pump Replacement

$

190,306

s

Kentucky Services will be the general contractor and will provide a turn key
service to replace raw water pump number 6 at KRS1 that had failed. Kentucky
Services will provide a 1250 HP motor, a Floway pump that will be identical to
pump number 6, engineering and startup services, materials for install and
materials for removal, and will transfer pump from landing on river to site.

$ 761,700

$ 792,413

112-020074

Athens Boonesboro Main Extension - Phase Il

$

23,823

[

This project will complete water system improvements along Athens-Boonesboro
Road in Fayette County and make various improvements in Clark County to allow
for the connection of KAWC customers to the Company’s Central Service Area.
The water main extension will occur along Athens-Boonesboro, Quisenberry,
'Waterworks, Old Stone Church and Combs Ferry roads and allow the Company to
eliminate the use of purchased water for the customers in the area of the project
and allow them to be served by KAWC's three water treatment facilities. The
project will also enhance water pressures and water quality for customers in the

1,750,000

[

1,590,878

112-020075

Richmond Rd Campus - Road Improvements

$

50,563

-

?I;]elsa'project Wil TMprove severar of the roads on the Richmond Road campus, T
particular, the main drive from the front gate up to the new road going up to the
filter building, the road between production and the turn toward field operations,
and the road between the three way stop just past the main gate going up to the
stop sign near the Dinsmore Gate.

$ 650,000

$ 510,088

112-020076

KRS1 - Replace Incline Car

140,115

This project will replace the existing incline car at the KRS 1 that was installed in
1956. The incline car is the main means for operators and maintenance personnel
to gain access the KRS 1 low service intake pumps and structure. The project will
replace the existing incline car with a new installation that will address safety
concerns and increase the capacity for moving personnel and equipment to the
low service intake pumps and structure.

112-020077

Millersburg GAC Filter

$

471,912

s

1,450,000

$ 547,079

This project will install a GAC System to support the Millersburg Water System.
The GAC System is needed to mitigate the threat of THM's and HAA's from the
Paris Water System. The GAC system also will reduce non-revenue water by
decreasing the amount of flushing needed.

$ 621,780

S 798,790

112-300009

Freshwater Source - KRS2 & Low Srvc Pump

$

445,840

o

This project will provide a freshwater line for both KRSZ and the Tow service
pumps. The new closed bearings required a freshwater source. The new line
provided redundancy for the bearings and chemical feeds located in the intake
building.

$ 486,294

o

507,433

4,750,807
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112-020010

Leestown Road

$

(2,903)

-

The relocation of 8,184 Tineal feet of 16-inch main, 511 Tineal feet of 12-inch
main and 1,419 lineal feet of 8 inch main due to the widening and reconstruction
of Leestown Road from New Circle Road to Mastererson Station Park by the
Kentucky Transportation Cabinet.

$ 2,181,774

$ 2,058,699

112-020012

KRS High Service Pumps

$

727,565

n

The replacement of KRS1 High Service Pumps #12 and #15 with new Vertical
Turbine Pumps, Motors and VFDs.

$ 1,400,000

$ 1,254,840

112-020017

KRS Valve House Rehabilitation

$

964,373

n

Renovation and rehabilitation of the Kentucky River Station Valve House Number|
1includes new valves and actuators; demolition of decommissioned piping and
valves; corrective measures to mitigate flooding; improved access for piping and
valves; relocation of electrical panels, boxes and SCADA; review and replacement|
of fluoride and chlorine lines as needed; and structural repairs.

$ 1,654,085

S 1,307,199

112-020056

KRS Valve House 2

$

496,064

n

Renovation and rehabilitation of the Kentucky River Station Valve House 2.
Includes new valves and actuators; demolition of decommissioned piping and
valves; corrective measures to mitigate flooding; improved access for piping and
valves; relocation of electrical panels, boxes and SCADA; review and replacement|
of fluoride and chlorine lines as needed; and structural analysis. Including design,|
bidding and construction services.

S 1,500,000

$ 867,227

112-020045

Main Office Roof Replacement

$

2,506

This project addressed the roof of the administration office for Kentucky
American Water at 2300 Richmond Road that had reached and exceeded its
design life. Prior to the project water leakage from the roof had become an
increasing issue due to the roof being approximately 30 years old. The project
removed the existing roof system and replaced it with a new EPDM membrane
roof and add additional insulation to assist with energy efficiency. In addition
replacement of the skylights was accomplished along with other minor
improvements associated with the building gutters and penthouse structure

$ 405,875

$ 393,807

112-020046

KRS | Raw Water Intake Actuator Repl

$

191,174

n

This project is to replace the oil accumulator system and its actuators at the
Kentucky River Station #1 raw water intake with new hydroelectric actuators.
The accumulator system is a single point of failure that powers all six (6)
actuators on each of the six (6) 24" ball valves on the raw water intake pumps.
The accumulator system has been a continuous maintenance issue at the intake
which makes it very costly to maintain.

$ 689,982

$ 706,099

112-020047

Field Ops Road Replacement

$

18,309

v

This project includes the design, bid and reconstruction of approximately 1,320
feet of 21 ft wide roadway from the Field Operations center at the Richmond
Road Facilities to the first three-way intersection. Existing roadway in a state of
deterioration.

$ 327,458

S 352,752

112-020048

Security Upgrades Richmond Rd Campus

$

31,242

v

Add enterprise security upgrades at the office building and distribution building
at RICHMOND ROAD WTP, in LEXINGTON, KY. This includes access control,
intrusion detection, and cameras with associated wiring and infrastructure

112-020057

Sludge Thickener Drive Upgrade

$

521,564

-

S 429,450

S 459,754

The purpose of this Project is to Increase the torque capacity of the sludge
thickener drive at KRS2. Presently, the drive mechanism has failed multiple times|
due to maximum torque capacity being inadequate for current operating
conditions. Additionally, a sludge pump was replaced as part of this project that
failed.

S 468,000

S 306,195

112-020058

KRS2 Intake Pump Replacement

$

601,163

v

This project is for the replacement of two (2) new raw water intake pumps and a
redundant flush water system at KRS2 WTP. This includes a study to determine
the original intake pumps' failure modes as well as the design, bidding,
construction administration and installation of the new pumps.

S 1,243,624

S 1,386,785

112-020059

KRS2 Transfer Switch

$

66,400

-

This project is for the design of an automatic transfer switch {ATS) for Kentucky
River Station 2 (KRS-2) to transfer from 5 KV utility power to the standby
generator and back to utility power. This process is currently accomplished by
manual transfer and re-transfer.

$ 1,007,467

S 67,561

112-020060

KRS Reeves Drive

$

5,740

The Reeves Drives were originally installed with the original hydrotreaters at
KRS1 in the 1950's and 1960's. Due to the age, the original drive mechanism has
now aged to a point where it is no longer possible to buy replacement
components for the Reeves Drives that are presently installed. Also, due the
current setup and design, the regular maintenance is difficult to perform.

$ 580,000

S 584,741

112-300003

Northern Division Connection

$

49,119

Construction of approximately 84,600 lineal feet of 16-inch main along US 127
from KRS Il to Owenton to allow for the retirement of the Owenton Water
Treatment Plant. The project will also include the construction of a 2 MGD
booster station with a 300,000 gallon elevated storage tank north of Monterey

and the construction of a 600,000 gallon elevated storage tank within Owenton

$ 14,358,853

$ 15,308,044

T12-0102

Business Transformation

$

(228,820)

R12-K

ITS Centrally Sponsored

$

1,690,479

ey

5,134,475
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112-020001

WTP for Pool 3

$

This project includes a new water treatment plant with a reliable capacity of 20 MGD, raw
water intake, raw water pump station, raw water main, approx 31 miles of finished water
main, 20 MGD pump station, 3 MG storage tank and system improvements.

-

33,935

$ 162,297,120 | $ 164,195,640

112-020025

Pump Efficiency Repl Phase 1

$

The Jacobson Reservoir Pump Station (JRPS) transfers raw water from the Jacobson
Reservoir to the Richmond Road Station (RRS) for treatment. The pumping equipment,
electrical systems, and permanganate feed system are in need of replacement, including
new pumps and motors, new 480-volt electrical service, a bulk liquid sodium
permanganate feed system, and a sodium permanganate application point on the pump
station discharge main.

All three pumping units will be replaced with new horizontal split case centrifugal
pumps, each of equivalent capacity. The pumps will be sized to deliver at least 16.7 mgd
with one unit out of service, and 25 mgd with all units in service operating at full speed.
Chemical improvements will include the existing dry potassium permanganate system
being replaced with a liquid sodium permanganate (40% solution) system and related feed
equipment. Raw water flow metering will be installed to measure raw water flow into

18,370 | $ Jacobson Reservoir from the Kentucky River Station | (KRS 1)

S 3,545,584 | $ 3,542,396

112-020027

Russell Cave Rd

$

The installation of three control valves and installation of a pressure reducing valve within
the distribution system around Russell Cave storage tank to improve the turn over of the

(2,188) tank and improve the operation of the northern portion of the distribution system.

$ 749,989 [ $ 564,634

112-020045

Main Office Roof Replacement

$

This project addressed the roof of the administration office for Kentucky American Water
at 2300 Richmond Road that had reached and exceeded its design life. Prior to the project
water leakage from the roof had become an increasing issue due to the roof being
approximately 30 years old. The project removed the existing roof system and replaced it
with a new EPDM membrane roof and add additional insulation to assist with energy
efficiency. In addition replacement of the skylights was accomplished along with other

391,301 minor improvements associated with the building gutters and penthouse structure.

-

$ 405,875 | $ 393,807

112-020046

KRS | Raw Water Intake Actuator Repl

$

This project is to replace the oil accumulator system and its actuators at the Kentucky
River Station #1 raw water intake with new hydroelectric actuators. The accumulator
system is a single point of failure that powers all six (6) actuators on each of the six (6) 24"
ball valves on the raw water intake pumps. The accumulator system has been a
continuous maintenance issue at the intake which makes it very costly to maintain.
487,670

$ 689,982 | $ 706,099

112-020047

Field Ops Road Replacement

$

This project includes the design, bid and reconstruction of approximately 1,320 feet of 21
ft wide roadway from the Field Operations center at the Richmond Road Facilities to the
first three-way intersection. Existing roadway in a state of deterioration.

o

333,943

$ 327,458 [ $ 352,752

112-020048

Security Upgrades Richmond Rd Campus

$

Add enterprise security upgrades at the office building and distribution building at
RICHMOND ROAD WTP, in LEXINGTON, KY. This includes access control, intrusion

428,512 | S detection, and cameras with associated wiring and infrastructure.

$ 429,450 [ $ 459,754

T12-0103

Business Transformation Other

$

32

1,691,575 0
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112-020001

New WTP On Pool 3 of Kentucky

$

29,379

K
'

This project includes a new water treatment plant with a reliable
capacity of 20 MGD, raw water intake, raw water pump station, raw
water main, approx 31 miles of finished water main, 20 MGD pump
station, 3 MG storage tank and system improvements.

112-020009

US 25 Relocation - Item 7-122.50

$

(1,612,868)

-

S 162,297,120

$

164,195,640

The relocation of 3546 lneal 1eet of Z4-ch main, 1,004 Tineal Teet of 16
inch main, 11,242 lineal feet of 12-inch main and 781 lineal feet of 8-
inch main due to the widening and reconstruction of US 25
(Georgetown Road) from Ironworks Pike and the Georgetown By-Pass
by the Kentucky Transportation Cabinet.

$ 1,147,026

1,079,811

112-020010

Leestown Road - Item 7-223.00

$

1,284,533

L
'

The relocation of 8,184 lineal feet of 16-inch main, 511 lineal feet of 12-
inch main and 1,419 lineal feet of 8 inch main due to the widening and
reconstruction of Leestown Road from New Circle Road to Mastererson
Station Park by the Kentucky Transportation Cabinet.

S 1,823,761

2,058,699

112-020027

Russell Cave Rd Sys Improvements

$

38,957

A%

The installation of three control valves and installation of a pressure
reducing valve within the distribution system around Russell Cave
storage tank to improve the turn over of the tank and improve the
operation of the northern portion of the distribution system.

$ 749,989

564,634

112-020032

RRS Filter Building Replacement

$

54,256

-

The filter piping gallery at the Richmond Road Station was in very poor
condition and requires extensive upgrades or replacement. Significant
amount of pipe, pipe fittings, valves, and electrical equipment located in
the filter pipe gallery was in need of replacement due to corrosion.
Additionally, the filter piping gallery was also congested that made the
maintenance required to keep the facility in full operation extremely
difficult resulting in diminished operating capacity of the filters.

Due to the extensive improvements needed to address the deficiencies
noted above, it was recommended a new filter building and chlorine
contact basin be constructed.

S 15,609,446

17,320,484

112-020033

KY 341 Interconnect

$

86,925

R0
'

Install approximately 11,000 linear feet of pipe connecting into the 42-
inch transmission main coming from KRS-2, providing a hydraulic loop
for the northern portion of Kentucky's Central Division. Also, the new
main will provide a secondary feed to existing customers.

$ 1,907,426

1,303,436

112-020034

RRS Chlorine Scrubber

291,365

Richmond Road Station (RRS) was equipped with an existing liquid
caustic scrubber which is designed to neutralize chlorine gas that may
be emitted during an accidental chlorine gas leak. The previous
scrubber was located on a concrete slab behind the chlorine storage
building and was sized to neutralize the contents of one completely full
one-ton chlorine cylinder during an accidental release. Years of
weather exposure have caused many of the crucial system components
to become inoperable making reliability of the unit questionable. The
project will replace the aging RRS liquid caustic scrubber with a dry
media type scrubber similar to the unit installed at Kentucky River
Station Plant 2. The new scrubber will reduce ongoing maintenance
expense and increases reliability.

$ 450,000

311,705

112--010001

IP Project Unbudgeted Capital

(5,255)

167,292
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BUDGET PROJECTS Description Committee Actual Project Cost
This project includes a new water treatment plant with a reliable capacity of 20
MGD, raw water intake, raw water pump station, raw water main, approx 31 miles
of finished water main, 20 MGD pump station, 3 MG storage tank and system
112-020001 |New WTP On Pool 3 of Kentucky S 2,854 | $ - |limprovements. $ 162,297,120 | $ 164,195,640
The installation of three control valves and Installation of a pressure reducing vaive
within the distribution system around Russell Cave storage tank to improve the turn
over of the tank and improve the operation of the northern portion of the
112-020027 |Russell Cave Road Sys Impr S 89,292 (S - |distribution system. S 749,989 | $ 564,634
Construct approx. 84,6001 of 16" DI main along US 127 from KRSIT WTP to
Owenton. Construct a 2MGD booster station with a 300,000 gallon elevated storage
tank north of Monterey. Construct a 600,000 gallon elevated storage tank in
IP-1232-3 [Northern Division Connection S (346,828)[ $ - |Owenton. $ 14,104,868 | S 15,308,044
Comprehensive review of major business process areas including back office,
CS-1201-1 |Business Transformation CPS S -1$ - |operation and HR to determine opportunities for improvement of those areas. S 249,865 | S 212,040
112-010001 |IP Project Unbudgeted Capital S (214) Project Cancelled
(254,896) 0
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BUDGET PROJECTS Description CIM Committee Cost
Project established to facilitate water supply project plan development;
including the current Kentucky Public Service Commission proceeding and
12020204 [Source of Supply Project Dev $ - the Bluegrass Water Supply Consortium regional study efforts. 1,364,872 | S 2,749
Construction of 5,400 LF of 12" pipe along North Broadway from Church
Street to Loudon Avenue to replace an existing 6" main which was
installed between 1885 and 1935. The existing main is no longer sufficient|
1P-1202-5 |North Broadway Main Replacement $ (79,129) to carry needed fire flows. $ 3,136,145 | $ 3,059,378
Existing 6" and 8" mains dating back over 100 years no longer provide
adequate flows to the downtown district. Replace existing 6" and 8" Cl
IP-1202-17 [South Limestone Replacement S (108) mains with approx 5,100 LF of 12: DI main along Limestone street. $ 532,854 | $ 549,959
IP-1202-32 |Lexington Operations Center $ 138,043 Operations Center - Richmond Rd Campus S 2,756,632 | S 2,808,876
Currently the 1.0MG Russell Cave pumped storage tank operates with a 1
MGD pump and cannot support the Northern counties HS zone while
Muddy Ford is taken out of service for maintenance. It is recommended
to install 3 control valves on two 8-inch and one 12-inch main south of the
Russell Cave tank, install a pressure reducing valve north of Russell Cave
IP-1202-38 [Russell Cave Road Sys Impr S 447,814 tan and install a flow control valve north of Newtown booster. 749,989 | $ 564,634
Process/system enhancements will result in significant redesign of the
company's financial (including Sarbanes-Oxley related controls),
CS-1201-4 |Business Transformation Other $ 300,972 operational and regulatory controls. $ 784,479 | S 1,000,691
IP-1232-1 |Owenton Chemical Bulk Storage/Owenton Post Acquisition Phase 2 $ (83,705) Project Cancelled
IP-1201-9_{IP Project Unbudgeted Capital S (1,091) Project Cancelled
S 722,796




Type of Filing:_X__Original Updated Revised
‘Workpaper Reference No(s).:

KAW_R_PSCDR2_NUMO004_012519

Kentucky American Water
Case No. 2018-00358
As of 2010

Page 10 of 39

PSC Data Request 2
Schedule 4a and 4c

Witness Responsible:

Brent O'Neill
. Annual
Item Description Annual Original
Actual Budget
Approved by Actual Project
BUDGET PROJECTS Description CIM Committee Cost
Relocate approx. 12,000 ft. of existing main on Leestown Road, relocate approx.
8,000 ft. of existing main on Liberty/Todds Road, relocate approx. 11,000 ft. of
existing main on KY 922/Newtown Pike, and relocate approx. 12,500 ft. of existing
main on US 25/Georgetown Road. It is also recommended to upsize the mains where
12020702 |KY Major Highway S (91,967)| $ - |it is needed to accommodate the proposed Pool 3 WTP and transmission mains. S 2,408,191 | $ 1,593,658
IP-1202-6 |Carrick Pike Main Extension S 41,893 | S - |Approximately 27,400' of 16" main along Carrick Rd and Stone Rd Project Cancelled
Relocate approx 9,900' of existing main on Leestown Rd, directed by KY
1P-1202-19 |Leestown Road S 243564 | S - |Transporation Cabinet S 1,823,761 | $ 2,058,699
1P-1202-32 |Lexington Operations Center $ 2,670,832 Operations Center - Richmond Rd Campus S 2,756,632 | $ 2,808,876
Process /system enhancements will result in significant redesign of the company's
financial (including Sarbanes-Oxley related controls), operational and regulatory
CS-1201-1 |[Business Transformation CPS S 984 | S - |controls. $ 784,479 | $ 1,000,691
IP-1201-10 |Unallocated Eng Clearing S (943) Project Cancelled
Design and construction of 10,000 ft of 16" water main along Leestown Rd to
improve fire flows and increase distribution system reliability. Install an additional
12020201 |Leestown Rd Main Improvements [ $  (150,955)| $ - 133,000 ft of 16" water main along Leestown Rd. S 166,147 | $ 15,192
12020402 |KY Major Highway Relocations S (36977)| S - |Relocate mains in conflict with KY DOT road realignment S 2,998,150 [ $ 3,226,921
IP-1201-9 [IP Project Unbudgeted Capital S (989)[ $ - Project Cancelled
$ -$ -
2,675,442 0
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Kentucky American Water
Case No. 2018-00358
As of 2009

PSC Data Request 2
Schedule 4a and 4c

Witness Responsible:

Brent O'Neill
. Annual
Item Description Annual Original
Actual Budget
Approved by CIM |  Actual Project
BUDGET PROJECTS Description Committee Cost
Various highway relocations (Paris Pk, Reynolds Rd, Richmond Rd, Harrodsburg Rd) at|
02-02 2002 MAJOR HIGHWAY RELOCATIONS $ 19,206 [ S - [the direction of the KY DOT S 2,650,000 | $ 3,635,145
Various highway relocations (Wellington Wy, Reynolds Rd, Louden Ave, Harrodsburg
03-02 MAJOR HIGHWAY RELOCATIONS $ 267,429 | $ - [Rd) at the direction of the KY DOT S 700,000 | $ 975,887
Construction of approximately 4,655 LF of 8-inch DI main along a portion of
Yarnallton Road and Kearney Road to tie in two dead end mains, thus improving
06-02 YARNALLTON ROAD MAIN EXTENSION S (1,929)[ S - |water quality in the system. S 497,727 | S 442,281
Relocate approx. 12,000 ft. of existing main on Leestown Road, relocate approx.
8,000 ft. of existing main on Liberty/Todds Road, relocate approx. 11,000 ft. of
existing main on KY 922/Newtown Pike, and relocate approx. 12,500 ft. of existing
main on US 25/Georgetown Road. It is also recommended to upsize the mains where
12020702 |MAJOR HIGHWAY RELOCATIONS 2007 S (23,290)| S - |itis needed to accommodate the proposed Pool 3 WTP and transmission mains. S 2,408,191 | $ 1,593,658

S 261,416
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Kentucky American Water
Case No. 2018-00358

As of 2008

PSC Data Request 2
Schedule 4a and 4c

Witness Responsible:

Brent O'Neill
- Annual
Item Description Annual Original
Actual Budget
Approved by Actual Project
BUDGET PROJECTS Description CIM Committee Cost
Various highway relocations (Paris Pk, Reynolds Rd, Richmond Rd,
02-02 2002 MAJOR HIGHWAY RELOCATIONS S 40| S - [Harrodsburg Rd) at the direction of the KY DOT S 2,650,000 | $ 3,635,145
Design and construct a two (2) million gallon elevated storage tank in
the eastern Fayette County section of the distribution system to provide
fire flows and system reliability, and to equalize demands within the
03-01 ELEVATED STORAGE TANK - 2.0 MG S (31)| $ - |system. S 3,000,000 | $ 3,757,947
Design and coordinate electrical reliability improvements at Kentucky
03-03 ELECTRICAL & RELIABILITY IMPROVEMENTS S 337|$ - |River Station S 1,315,985 | $ 1,024,969
04-03 OWEN COUNTY MAIN EXTENSIONS (343) S 316,963 [ S D E\SEaVI\IJZ'i,'(‘)’?OIIeﬁE ng»l,"(li-flnldcézin'cll mflim ,iﬂﬁw.e'.‘,g"é“li‘f, N S 2,149,998 | $ 2,296,507
to the south and east of the Russell Cave Rd Tank in order to maximize
05-02 RUSSELL CAVE ROAD MAIN - 34,000' OF 12" (343) S (196)| S - |the use of the tank and stabilize pressures in the northern parts of the $ 1,324,851 [ $ 1,326,034
The design of the the improvement or replacement of the TracVac
system as well as the downstream residuals handling. This project is
05-05 REPLACE TRAC-VAC SYSTEM AT RRS (332) S 96,037 | $ - |necessary to improve the plant's ability to treat river water. S 1,149,197 | $ 1,276,263
This task order covers cost to design the upgrads to the KRS valve
06-01 VALVE HOUSE UPGRADES AT KRS S (38,142)| S - |houses S 380,777 | $ 433,037
Construction of approximately 4,655 LF of 8-inch DI main along a
portion of Yarnallton Road and Kearney Road to tie in two dead end
06-02 YARNALLTON ROAD MAIN EXTENSION S 414412 |$ - |mains, thus improving water quality in the system. S 497,727 | $ 442,281
IThis task order covers cost to design and install a SCADA system for
06-04 OWEN COUNTY SCADA SYSTEM S 3,005 [ $ - |KAW's Northern Division in Owen County $ 574,097 | $ 617,582
This task order is for the design of the Mallard Point Pressure
06-05 MALLARD POINT PRESSURE $ 270 | $ - |Improvement project. S 339,396 | $ 322,809
Design for the replacement of one pump and the installation of a
second pump along with switchgear equipment, diesel generator, and
06-06 PARKER'S MILL PUMP & DIESEL S (394)] $ - |appropriate SCADA equipment for the Parkers Mill Road Tank. S 774,258 | $ 806,739
Relocate approx. 12,000 ft. of existing main on Leestown Road,
relocate approx. 8,000 ft. of existing main on Liberty/Todds Road,
and relocate approx. 11,000 ft. of existing main on KY
922/Newtown Pike, and relocate approx. 12,500 ft. of existing
main on US 25/Georgetown Road. It is also recommended to
upsize the mains where it is needed to accommodate the
12020702 |MAJOR HIGHWAY RELOCATIONS 2007 S (102,688)| S - |proposed Pool 3 WTP and transmission mains. S 2,408,191 | $ 1,593,658
1202-6 [CARRICK ROAD MAIN EXTENSION S 62,506 |$ - |Approximately 27,400' of 16" main along Carrick Rd and Stone Rd Project cancelled
The design of the post acquisition improvements to the Owenton WTP.
Also included is the installation of a venturi meter for NRW computation
12320507 |CHEMICAL FEED IMPROVEMENTS $  (37,670)| S - |and ultimate chemical feed control. S 459,822 | $ 452,616
S 714,448
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4d. Provide any written monthly project approval that was issued by the CIMC in the calendar

year 2016 and 2017.

All new IP projects are brought forth in the monthly CIM meetings and approved by the CIM
Committee members. The final approval is signed by KAW President.
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2017

112-020017 — KRS Valve House Rehabilitation Phase 1

7.2 112-020017
KRS Valve House Rehab Ph 1
Implementation Stage
Original Total Project Cost: $803,264
Requesting Total Project Cost $1,654,085 - Approved

MB.D@&M oYoS(L5
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112-020035 — KRS1 Residual Improvements
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112-020055 — New Circle Rd Main Relocation — Phase 2

7. IP.and CS Funding Project Approvals

Project Project & Stage Cost  Overall Praject Cost

New Circle Rd (112-020055 51,000,000 $1,000,000
Main Estimated In-Service Estimated Completion

Relocations

Phase 2

Implementation

8/30/2019 8/30/2019
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112-020040 — KRS Valve House Rehabilitation — Phase 2
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112-020043 — Athens Boonesboro Main Extension

g
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112-020067 - RRS Chemical Facility




112-020073 — KRS1 RWI Pump Replacement

7. IP.and CS Funding Project Approvals

Project Project # stage

112-020073 Implementation

KAW_R_PSCDR2_NUMO004_012519
Page 20 of 39

Stage Cost  Owverall Project Cost
$761,700 $761,700

Estimated Completion

KRS1 RWI Pump Estimated In-Service
Replacement

4/15/2017

5/15/2017
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112-020076 — KRS1 — Replace Incline Car

16-25¢)
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112-020077 — Millersburg GAC Filter

7. IP_and CS Funding Project Approvals

IP - Approval

Project Project # Stage Cost QOverall Project Cost

112-020077 Implementation  $620,000 $620,000
Estimated In-Service Estimated Completion
5/1/2017 6/1/2017

Millersburg - GAC
Filter
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112-020079 — Jacobson Pump Station
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112-020086 — RRS WTR Sedimentation Basin Improvements
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112-020090 — Brannon Rd Relocation

Project Project # Stage Stage Cost  Overall Project Cost

112-020090 | Implementation 51,550,000 51,550,000
Brannon Rd Estimated Im-Service Estimated Completion
Relocation

10/30/2017 12/31/2017
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2016

112-020011 — New Circle Rd Main Relocation

7.1 112-020011
New Circle Rd Relocation
Requesting Implementation Stage
Total Project Cost: $2,837,872 - Approved

Mb@sﬁm oS5
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112-020012 — KRS High Service Pump #15
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112-020033 — KY 341 Interconnect

7. IP and CS Funding Project Approvals
7.1 112-020033
KY 341 Interconnect
Requesting Implementation Stage - Approved
Total Project Cost: $1,907,426




KAW_R_PSCDR2_NUMO004 012519
Page 30 of 39
112-020046 — KRS1 Raw Water Intake Actuator Replacement

7. IP and CS Funding Project Approvals
7.1 112-020046

KRS | Raw Water intake Actuator Replacement
Requesting Direct to Implementation Stage
Total Project Cost: $689,982 - Approved

M,A ) QO’G&@*} lo[on{!tf




KAW_R_PSCDR2_NUMO004_012519

P 31 of 39
112-020056 — KRS Valve House Rehabilitation (Phase 1.B) age =t o

Total Project Cost: $1,500,000
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112-020057 - Sludge Thickener Drive Upgrade age =co

And

112-020058 — KRS2 Intake Pump Replacement

Chuif . Notsem RIB [



112-020060 — Reeves Drive

112-020060
Reeves Drive
Requesting Preliminary Stage
Total Project Cost: $580,000
2015 Project Cost: $280,000
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112-020062 — Deer Lake Main Extension
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112-300007 — Pete Towles Main Extension
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112-020065 — KRS1 Cedar Creek Rd Page 360

7. |IPandCS Funding Pmiect Aggruvals

Project ject & Stage Stage Cost Oversll Project Cost

112-020065 Implementation  $340,000 5340,000

KRSI Cedar Creek Rd Estimated In-Service Estimated Completion

6/1/2016 7/1/2016
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112-020074 — Athens Boonesboro — Phase Il
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112-020075 — Richmond Rd Campus — Road Improvements

And
112-020076 — KRS1 — Replace Incline Car
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112-300009 — Freshwater Source KRS2 & Low Service Pumps
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O’Neill

5. Provide a detailed explanation of the criteria Kentucky-American uses to identify the
investment projects that require a Certificate of Public Convenience and Necessity
(CPCN).

Response:

KAWC reviews each investment project to determine if a Certificate of Public
Convenience and Necessity (CPCN) should be requested. KAWC’s analysis is centered
on the applicable laws and regulations, Commission orders, and Commission Staff
opinions. The Commission has explained that the applicable laws and regulations
principally consider three factors in determining whether a project is an ordinary
extension of KAWC'’s existing systems in the usual course of business for which a CPCN
is not required: (1) the project does not result in the wasteful duplication of plant; (2) the
project does not compete with the facilities of existing public utilities; and (3) the project
does not involve a sufficient capital outlay to materially affect the utility’s existing
financial condition or require an increase in utility rates.

In considering the third factor, KAWC considers the estimated cost of the project as
compared to its net utility plant.

In applying these factors, KAWC has traditionally felt that the company must ordinarily
request CPCNs, or a Commission Staff opinion, for investment projects that fall under
one of the following criteria:

a. A project that KAWC does not undertake in its usual business practices.
Such projects could consist of office buildings, garages, training buildings,
or alternative energy projects.

b. Projects that are adding to or significantly changing the capacity of the
existing water treatment facilities.

c. Projects that are adding new treatment facilities.

d. Projects that are extending the distribution system to serve new areas of
customers not contiguous with the current distribution system.

e. Projects that add storage volume within the distribution system.

f. Projects that are significantly changing the water treatment process or
adding new treatment processes to the water treatment facilities.

g. Projects that comprise a material percentage of net utility plant, such as
5%.
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KAWC has traditionally felt that the following types of investment projects have not
required a submittal for a CPCN:

a. A project that is replacing an existing asset in kind or in general operation.
Such projects would consist of replacement main projects, pump
replacement projects, water storage replacement projects.

b. Projects that replace water treatment equipment that does not change the
overall operation of the water treatment facilities.

Each project is reviewed against these factors when it is placed within the
Comprehensive Planning Study and when it is placed on the Strategic Capital
Expenditure Plan. During this period, the schedule of the projects is adjusted ensure
enough time if a CPCN application is expected to be needed. In addition, at the time of
commencing the design of the project, the project is once again evaluated to determine if
a CPCN application is expected to allow for sufficient time for bidding and review of the
application.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O’Neill

6. Provide a schedule listing the investment projects for the past five calendar years,
indicating for each project whether a CPCN was required and, if so, provide the case
number and date when the CPCN was granted or denied. Refer to the O’Neill
Testimony, pages 13-14, which describes the Investment Projects constructed in 2017
and 2018.

a. Explain if each of the listed projects was included in Kentucky-American’s
business plan.

b. List all investment projects constructed in 2017 and 2018 that were not included
in the business plan but were authorized by the CIMC. For each project, explain
why the CIMC authorized the project.

Response:

Attached please find Schedule 6 listing the investment projects for the past five calendar
years.

a. The following projects were included in the Kentucky-American’s Business Plan for
2017 and/or 2018:

112-020021 Jacobson — Hays Booster Station
112-020064 KRS 1 High Service Pumps No. 12 and 14 Replacement
112-020069 KRS 1 Valve House 4 Rehabilitation

The fourth project 112-020086 RRS WTP Sedimentation Basin Improvement was not
included in the KAWC Business Plan in 2017 but was approved at the May 2017
CIMC Meeting to allow the project to address hydraulic gradient issues and ensure
the project was completed during the low flow period of December 2017.

b. Please see attached.



Type of Filing:_X_Original ___Updated ___Revised
Workpaper Reference No(s).

Kentucky American Water
Case No. 2018-00358

KAW_R_PSCDR2_NUMO006_012519
Page 2 of 4

Schedule 6

Witness Responsible:

Brent O'Neill

Item

Project

Project Description

Type of Project

Determination of
CPCN

CPCN Case Number

Date CPCN
Granted or Denied

112020009

US 25 Relocation - Item 7-122.50

The relocation of 3546 lineal feet of 24-inch main, 1,004 lineal feet of 16-inch main, 11,242 lineal feet of 12-
inch main and 781 lineal feet of 8-inch main due to the widening and reconstruction of US 25 (Georgetown
Road) from Ironworks Pike and the Georgetown By-Pass by the Kentucky Transportation Cabinet.

Relocation

Normal Business

112-020010

Leestown Road - Item 7-223.00

The relocation of 8,184 lineal feet of 16-inch main, 511 lineal feet of 12-inch main and 1,419 lineal feet of 8
inch main due to the widening and reconstruction of Leestown Road from New Circle Road to Mastererson

112-020011

New Circle Rd Main Relocation

|Station Park by the Kentucky Transportation Cabinet

Relocation

Normal Business

[ The relocation of 1,730 lineal feet of 24-inch main, 2,070 lineal feet of 20-inch main, 380 lineal feet of 16-
inch main, 1,680 lineal feet of 12-inch main and 860 lineal feet of 8-inch main due to the widening and
reconstruction of New Circle Road from Versailles Road to Boardwalk by the Kentucky Transportation
Cabinet.

Relocation

Normal Business

112-020012

KRS High Service Pumps

[The replacement of KRSL High Service Pumps #12 and #15 with new Vertical Turbine Pumps, Motors and
VFDs.

Replacement

Normal Business

112-020017|

KRS Valve House Rehabilitation

Renovation and rehabilitation of the Kentucky River Station Valve House Number 1 includes new valves and
actuators; demolition of decommissioned piping and valves; corrective measures to mitigate flooding;
improved access for piping and valves; relocation of electrical panels, boxes and SCADA; review and

of fluoride and chlorine lines as needed; and structural repairs.

Replacement

Normal Business

112-020021

Jacobson - Hays Booster Station

Installation of a pump station in Jacobson Park to create a pressure zone in the Northeastern portion of the
Lexington Distribution System. The pump station will allow KAWC to address reduced pressure areas due to
development of higher elevation land and increase population in distribution system. The pressure zone will
increase fire flows and residential pressure and improve service for over 10,000 residents.

Operational Improvement

Normal Business

112-020025

Pump Efficiency Repl Phase 1

"The Jacobson Reservoir Pump Station (JRPS) Transfers raw water from the Jacopson

Reservoir to the Richmond Road Station (RRS) for treatment. The pumping equipment,

electrical systems, and permanganate feed system are in need of replacement, including new pumps and
motors, new 480-volt electrical service, a bulk liquid sodium permanganate feed system, and a sodium
application point on the pump station discharge main.

Al three pumping units will be replaced with new horizontal split case centrifugal

pumps, each of equivalent capacity. The pumps will be sized to deliver at least 16.7 mgd with one unit out of
service, and 25 mgd with all units in service operating at full speed. Chemical improvements will include the
existing dry potassium permanganate system being replaced with a liquid sodium permanganate (40%
solution) system and related feed equipment. Raw water flow metering will be installed to measure raw water
flow into Jacohson Reservoir from the Kentucky River Station | (KRS 1\

Replacement

Normal Business

112-020027|

Russell Cave Rd Sys Improvements

[The installation of three control valves and installation of a pressure reducing valve within the distribution
system around Russell Cave storage tank to improve the turn over of the tank and improve the operation of the
northern portion of the distribution system.

112-020032

RRS Filter Building Replacement

Operational Improvement

Normal Business

Inorthern portion of the distributionsystem. ________________________________
The filter piping gallery at the Richmond Road Station was in Very poor condition and requires extensive
upgrades o replacement. Significant amount of pipe, pipe fittings, valves, and electrical equipment located in
the filter pipe gallery was in need of replacement due to corrosion. Additionally, the filter piping gallery was
also congested that made the maintenance required to keep the facility in full operation extremely difficult
resulting in diminished operating capacity of the filters.

Due to the extensive improvements needed to address the deficiencies noted above, it was recommended a new
filter building and chiorine contact basin be

Replacement with new
facility and new process of
chlorine contact tank and
change to pumped
backwash

CPCN Needed due tol
change in process

2014-00258

22-Apr-15

112-020033|

KY 341 Interconnect

Install approximately 11,000 linear feet of pipe connecting into the 42-inch transmission main coming from
KRS-2, providing a hydraulic loop for the northern portion of Kentucky's Central Division. Also, the new

112-020034|

RRS Chlorine Scrubber

Redundancy/ Resiliency

Normal Business

main will provide a secondary feed to existing customers.

TRichmond Road Siation (KXY Was equipped wiih an existing Tiguid GaUsTic Scrubber Wich s designed 1
neutralize chlorine gas that may be emitted during an accidental chlorine gas leak. The previous scrubber was
located on a concrete slab behind the chlorine storage building and was sized to neutralize the contents of one
completely full one-ton chlorine cylinder during an accidental release. Years of weather exposure have caused
many of the crucial system components to become inoperable making reliability of the unit questionable. The
project will replace the aging RRS liquid caustic scrubber with a dry media type scrubber similar to the unit
installed at Kentucky River Station Plant 2. The new scrubber will reduce ongoing maintenance expense and

112-020035

KRSL - Residual Improvements

Replacement

Normal Business

!rwﬁ%wde @ near-term and Solution o improve the residual handling at KRST.
Improvements expected are installation of gravity thickeners, upsize or increase number of washwater holding
tanks, and create the long-term plan for dewatering at KRSL. Project need s the result of an overloading of the
residual's system due to the operational change to address regulatory requirements of THM's formation at the
facility and within the distribution system. Due to the excess loading of the sludge lagoons from the WWHTs
and Aldrich units, KAW runs the risk of overflowing one or more of the lagoons in to a nearby creek which
runs through a sensitive conservation area, or exceeding the NPDES discharge limit for the total suspended
olids (T

Operational Improvement/
Delay in long-term
investment

Normal Business

112-020037|

KRS1 Chemical Storage and Feed Improvements

[This project incorporates several components of chemical storage and delivery to enhance the robustness and
reliability of Kentucky River Station (KRS 1) operations by minimizing the risk of plant shutdown due to
insufficient chemical storage and feed. A major component of the project is the transition from chlorine gas
and anhydrous ammonia to the safer liquid sodium ite and agueous ammonia.

Replacement/ Safety

Normal Business

112-020039

Georgetown Bypass and US 25 Area (Delaplain Booster)

This project will replace the present below grade Delaplain Booster Station with a new booster station that will
provide redundancy for the Muddy Ford Tank and the Newtown Pike Booster Station. The project will also
improve reliability of the system to maintain sufficient service to large users in the area.

Replacement/ Resiliency

Normal Business

112-020040|

KRS Valve House Rehabilitation Ph 2

Renovation and renabilitation of the Kentucky River Station Vaive House Number 3 includes new vaives and
actuators; demolition of decommissioned piping and valves; corrective measures to mitigate flooding;
improved access for piping and valves; relocation of electrical panels, boxes and SCADA; review and

of fluoride and chlorine lines as needed; and structural repairs.

Replacement

Normal Business

112-020043|

|Athens Boonesboro main Extension

[This project is phase 1 of the water system improvements along Athens-Boonesboro Road in Fayette County to
allow for the connection of KAWC customers to the Company’s Central Service Area. The water main
extension of phase 1 and 2 will allow the Company to eliminate the use of purchased water for the customers
in the area of the project and allow them to be served by KAWC's three water treatment facilities. The project
will also enhance water pressures and water quality for customers in the area.

112-020045

Main Office Roof Replacement

Operational Improvement

Normal Business

This project addressed the roof of the administration office for Kentucky American Water at 2300 Richmond

Road that had reached and exceeded its design life. Prior to the project water leakage from the roof had

become an increasing issue due to the roof being approximately 30 years old. The project removed the

existing roof system and replaced it with a new EPDM membrane roof and add additional insulation to assist

with energy efficiency. In addition replacement of the skylights was accomplished along with other minor
associated with the building qutters and penthouse structure.

Replacement

Normal Business

112-020046

KRS | Raw Water Intake Actuator Repl

[This project s to replace the il accumulator system and its actuators at the Kentucky River Station #1 raw
water intake with new hydroelectric actuators. The accumulator system is a single point of failure that powers
all six (6) actuators on each of the six (6) 24" ball valves on the raw water intake pumps. The accumulator
system has been a continuous maintenance issue at the intake which makes it very costly to maintain.

Replacement

Normal Business

112-020047|

Field Ops Road Replacement

[This project includes the design, bid and reconstruction of approximately 1,320 feet of 21 ft wide roadway
from the Field Operations center at the Richmond Road Facilities to the first three-way intersection. Existing
roadway in a state of i

Replacement

Normal Business

112-020048|

Security Upgrades Richmond Rd Campus

[Add enterprise security upgrades at the office building and distribution building at RICHMOND ROAD WTP,
in LEXINGTON, KY. This includes access control, intrusion detection, and cameras with associated wiring
and infrastructure.

112020055

New Circle Rd Main Relocation Phase 2

Security Upgrades

Normal Business

This project includes the relocation of approximately 1,300 fineal feet of 20 inch water main and 1,500 Tineal
feet of 12 inch water main i response to the Kentucky Department of Transportation’s widening of New
Circle Road to increase safety and improve the flow of traffic. The project is located along New Circle Road
between Georgetown Road and Boardwalk Avenue in Lexington.

112-020056

KRS Valve House 2

Relocation

Normal Business

ton.
Renovation and rehabilitation of the Kentucky River Station Valve House 2. Includes new valves and
actuators; demolition of decommissioned piping and valves; corrective measures to mitigate flooding;
improved access for piping and valves; relocation of electrical panels, boxes and SCADA; review and
replacement of fluoride and chlorine lines as needed; and structural analysis. Including design, bidding and
services.

Replacement

Normal Business

112-020057|

Sludge Thickener Drive Upgrade

[The purpose of this project is to increase the torque capacity of the sludge thickener drive at KRS2. Presently,
the drive mechanism has failed multiple times due to maximum torque capacity being inadequate for current
operating conditions. Additionally, a sludge pump was replaced as part of this project that failed.

Replacement

Normal Business

112-020058|

KRS2 Intake Pump Replacement

[This project is for the replacement of two (2) new raw water intake pumps and a redundant flush water system
at KRS2 WTP. This includes a study to determine the original intake pumps' failure modes as well as the
desian, bidding, construction administration and installation of the new pumps.

112-020059

KRS2 Transfer Switch

Replacement

Normal Business

This project s for the design of an automatic transfer switch (ATS) for Kentucky River Station 2 (KRS-2) 0
transfer from 5 KV utility power to the standby generator and back to utility power. This process is currently
laccomplished by manual transfer and re-transfer.

112-020060|

KRS Reeves Drive

Operational Improvement/
Safety

Normal Business

[ The Reeves Drives were originally installed with the original hydrotreaters at KRS1 in the 1950's and 1960's.
Due to the age, the original drive mechanism has now aged to a point where it is no longer possible to buy
replacement components for the Reeves Drives that are presently installed. Also, due the current setup and

design, the reqular is difficult to perform.

Replacement

Normal Business
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112-020061 |

New Millersburg Tank & Pump Station

The System Byproducts formation Within the system due to changes in the
operation of the system. KAWC has been able to address the disinfectant byproducts formation on a
temporary basis through expanded system flushing and operational changes with the existing water storage
tank. However, these temporary changes are not a viable long term solution and at times impact the overall
operation of the system. The project is to enhance the ability of the system to utilize the water storage in the
community and reduce the impact of water age in the system. The project will relocate the water storage in
the community to a more advantageous location to enhance the ability of the system to use the storage in a

Replacement/ Operational
Improvement

Normal Business

112-020062

Deer Lake Main Extension

ore efficient man
This project is necessary to help improve water quality by creating a hydraulic redundancy between two
resently dead end water mains.

Redundancy/ Resiliency

Normal Business

112-020064|

KRSI HS Pump #12

[The project replaced high service pump 14 with a new high efficiency vertical turbine pump and repurposed
the existing vertical turbine pump to replace high service pump 12. This work continued KAWC's selective
replacement of high service pumps at Kentucky River Station 1 to improve both the operational and energy
efficiency of the facility’s high service pumps as recommended by the Hydraulic Efficiency Study that was
|commissioned by KAWC in 2016.

112-020065|

KRSI - Cedar Creek Rd

Replacement

Normal Business

[The private road to KRS1 is slowly falling into a state of disrepair requiring frequent maintenance and
becoming impassable for chemical delivery trucks. This project will restore the entire road with
the intent to turn the road over to the county for future

Replacement

Normal Business

112-020067|

RRS Chemical Facility

This project incorporates several components of chemical storage and delivery to enhance the robustness and
reliability of Richmond Road Station (RRS) operations by minimizing the risk of plant shutdown due to
insufficient chemical storage and feed. A major component of the project is the transition from chlorine gas
and anhydrous ammonia to the safer liquid sodium hypochlorite and aqueous ammonia. The project will
combine all of the chemicals used for the treatment of water at RRS, allowing for the consolidated storage and
management of chemicals, which will lead to improved safety and efficiency for the operation of RRS.

Replacement/ Safety

Normal Business

112-020073

KRS1 Raw Water Intake Pump Replacement

Kentucky Services will be the general contractor and will provide a tur Key Service to replace raw water pump
number 6 at KRS1 that had failed. Kentucky Services will provide a 1250 HP motor, a Floway pump that will
be identical to pump number 6, engineering and startup services, materials for install and materials for

Replacement

Normal Business

112-020074|

|Athens Boonesboro Main Extension - Phase |1

removal, and will transfer pump from landing on river to site.
TS project will camplete water system improvements afons AT Road in Fayette County and
make various improvements in Clark County to allow for the connection of KAWC customers to the
Company’s Central Service Area. The water main extension will occur along Athens-Boonesboro,
Quisenberry, Waterworks, Old Stone Church and Combs Ferry roads and allow the Company to eliminate the
use of purchased water for the customers in the area of the project and allow them to be served by KAWC's
three water treatment facilities. The project will also enhance water pressures and water quality for customers
in the area.

Operational Improvement

Normal Business

112+

Rd Campus - Road

[This project will improve several of the roads on the Richmond Road campus, in particular, the main drive

from the front gate up to the new road going up to the filter building, the road between production and the tum

toward field operations, and the road between the three way stop just past the main gate going up to the stop
ign near the Dinsmore Gate.

Replacement

Normal Business

112-020076

KRS1 - Replace Incline Car

si
[This project will replace the existing incline car at the KRS 1 that was installed in 1956, The incline car is the
main means for operators and maintenance personnel to gain access the KRS 1 low service intake pumps and
structure. The project wil replace the existing incline car with a new installation that will address safety
concerns and increase the capacity for moving personnel and equipment to the low service intake pumps and
|$_[I'UC[I.IVSY

Replacement

Normal Business

112-020077|

Millersburg GAC Filter

[This project will install a GAC System {0 support the Millersburg Water System. The GAC System 1s needed
to mitigate the threat of THM's and HAA's from the Paris Water System. The GAC system also will reduce
non-revenue water by decreasing the amount of flushing needed.

Operational Improvement/
Regulatory

Normal Business

112-020079

Jacobson Pump Station

[ This project will include the construction of a powder-activated carbon storage and feed system at the
Jacobson Reservoir. Currently the Jacobson Pump Station provides source water from Reservoir 4 to
Richmond Road Station, where the raw water is treated for taste and odor through a bag feed system. The
construction of the powder-activated carbon feed system at the Jacobson Reservoir will allow operations staff
to feed appropriate amounts of powder-activated carbon and treat taste and odor in an efficient manner.

Replacement

Normal Business

Basin

This project replaced the sedimentation basin weirs with a submerged weir system. This work improved the
hydraulics and water quality for the Richmond Road Station facility. The submerged weir system reduced the
[amount of floating debris getting onto the filters and improved the performance of the sedimentation basin to
provide optimal operation of the filters. The improvements also improved the hydraulic capabilities of the
basins and ensured proper water levels during high demand periods for the facility.

Replacement

Normal Business

112-020090

Brannon Rd Main Relocation

Relocation of approximately 8,308 feet of (24) inch ductile iron water main, hydrants, valves, and related
appurtenances, and easement acquisition as part of a state roadway extension by the State Transportation
Cabinet.

Relocation

Normal Business

112-300003|

Northern Division Connection

Construction of approximately 84,600 lineal feet of 16-inch main along US 127 from KRS 11 to Owenton to
allow for the retirement of the Owenton Water Treatment Plant. The project will also include the construction
of a2 MGD booster station with a 300,000 gallon elevated storage tank north of Monterey and the
construction of a 600,000 gallon elevated storage tank within Owenton

Main Extension

CPCN Needed due 1o
new storage capacity
and change in
operation regarding
Owenton

2012-00096

1/23/2014

112-300007

Pete Towles Main Extension

Installation of 16,464 lineal feet of 6-inch PVC main to provide redundancy to the Northern District
|distribution system between Georgetown Road and Claxon Ridge Road

112-300008|

lOwenton Distribution Building

Redundancy/ Resiliency

Normal Business

[This project will provide for the construction of a new, 9,900 square-foot maintenance garage to SUpport the
field crews for the Northern Division. Facility will allow for storage of all of the division’s equipment as well
as its perishable material. The garage will occupy 0.23 acres of the 4-acre site, allowing for the centralized
storage of large material and equipment, consolidation of staff and the ability to accept deliveries of material in
a safer, more organized manner.

New Facility for
Maintenance Personnel

CPCN Clarification
Request

Opinion Letter Obtained

10/11/2018

112-300009|

Freshwater Source - KRS2 & Low Srvc Pump

This project will provide a freshwater Iiné for both KRS2 and the Iow service pumps. The new closed bearings|
required a freshwater source. The new line provided redundancy for the bearings and chemical feeds located
in the intake building.

Operational Improvement/
Replacement

Normal Business
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Item Project Project Description Date Approved by CIMC Reason for Approval

This project will provide a near-term and intermediate solution to improve the residual handling at KRS1.
Improvements expected are installation of gravity thickeners, upsize or increase number of washwater holding
tanks, and create the long-term plan for dewatering at KRS1. Project need is the result of an overloading of the
residual's system due to the operational change to address regulatory requirements of THM's formation at the
facility and within the distribution system. Due to the excess loading of the sludge lagoons from the WWHTs
and Aldrich units, KAW runs the risk of overflowing one or more of the lagoons in to a nearby creek which runs
through a sensitive conservation area, or exceeding the NPDES discharge limit for the total suspended solids
(TSS),

This project is phase 1 of the water system improvements along Athens-Boonesboro Road in Fayette County to
allow for the connection of KAWC customers to the Company’s Central Service Area. The water main
112-020043 | Athens Booneshoro main Extension extension of phase 1 and 2 will allow the Company to eliminate the use of purchased water for the customers in 5/12/2017
the area of the project and allow them to be served by KAWC’s three water treatment facilities. The project will
also enhance water pressures and water quality for customers in the area.

Project approved to reduce likelihood of discharge violation allowing

112-020035|KRS1 - Residual Improvements facility to maintain regulatory requirements for THM's formation

8/2/2017

Project was originally budgeted in 2016 but delayed due to easement
acquisitions

The Reeves Drives were originally installed with the original hydrotreaters at KRS1 in the 1950's and 1960's.
Due to the age, the original drive mechanism has now aged to a point where it is no longer possible to buy
replacement components for the Reeves Drives that are presently installed. Also, due the current setup and
design, the regular maintenance is difficult to perform.

Approved in 2016 to address failure of existing reeves drives and inability

112-020060 KRS Reeves Drive to secure parts. Project spend continued into 2017

2/24/2016

Approved in 2016. Project was originally going to be a part of the A-Line
2/26/2016 Projects but expected spend required approval by CIMC. Construction
spend continued into 2017

This project is necessary to help improve water quality by creating a hydraulic redundancy between two

112-020062 | Deer Lake Main Extension h
presently dead end water mains.

Kentucky Services will be the general contractor and will provide a turn key service to replace raw water pump
number 6 at KRS1 that had failed. Kentucky Services will provide a 1250 HP motor, a Floway pump that will be
identical to pump number 6, engineering and startup services, materials for install and materials for removal, and
will transfer pump from landing on river to site.

This project will install a GAC System to support the Millersburg Water System. The GAC System is needed to
112-020077 |Millersburg GAC Filter mitigate the threat of THM's and HAA's from the Paris Water System. The GAC system also will reduce non- 12/8/2016
revenue water by decreasing the amount of flushing needed.
This project replaced the sedimentation basin weirs with a submerged weir system. This work improved the
hydraulics and water quality for the Richmond Road Station facility. The submerged weir system reduced the
112-020086 [RRS WTP Sedimentation Basin Improvement amount of floating debris getting onto the filters and improved the performance of the sedimentation basin to 7/21/2017
provide optimal operation of the filters. The improvements also improved the hydraulic capabilities of the
basins and ensured proper water levels during high demand periods for the facility.

Approved in 2016 to address failure of KRS1 Intake pump. Project spend

112-020073|KRS1 Raw Water Intake Pump Replacement continued into 2017

10/14/2016

Project approved to reduce likelihood of THM violations resulting from
purchased water exceeding regulatory values.

Project identified following investigation. Approval provided to allow for
project to be completed during low flow period.

This project will install 3,150 feet of 20" DI main following the Brighton Rail Trail to Polo Club. There will
112-020088 |Pressure Zone Extension also be a 300" of 24" HDPE crossing I-75. This project will enhance the pressure zone and help provide 11/20/2017
redundant sources for residential and commercial development in Southeastern Fayette County.

Identified improvements to complete pressure zone and improve
redundancy to area south of I-75

This project will include new chemical feed points, additional monitoring equipment (Ammonia analyzer), and Project approved to reduce ongoing maintenance and operational

112-020089 | Millersburg Chemical Feed and WQ upgrades to the SCADA System to allow for better control of THMs from purchased water source. 12/4/2017 difficulties to ensure that THM requirements met.
Relocation of approximately 8,308 feet of (24) inch ductile iron water main, hydrants, valves, and related

112-020090 [Brannon Rd Main Relocation appurtenances, and easement acquisition as part of a state roadway extension by the State Transportation 11/29/2017 Project approved due to State Transportation Cabinet Project schedule.
Cabinet.
This project will eliminate the overhead power lines that exist going down the hillside at KRS1 that provides Project identified during design of incline car. Approved to provide

112-020091 [KRS1 Overhead Power Line Relocation power to the low service pump station. The project will eliminate the conflicts with proposed incline car project 12/28/2017 ) 9 9 - AP P

N - N . N N resiliency and remove conflict for incline car project.
and improve resiliency of electrical service to low service pump station
Water Main Extension of approximately 4,000 LF of 12" DI pipe to complete a loop in the system on South

Cleveland Road. Currently the existing 12" DI water main dead ends at 631 South Cleveland Road. This project
112-020090 [S Cleveland Road Water Main Extension will extend the 12" water main to US 25 (Old Richmond Road) and tie-in to an existing 6" PVC pipe. This loop 1/27/2018
will improve system hydraulics and potentially allow us to retire an old 6" AC water main on Turner Station

Approved in 2016. Project was originally going to be a part of the A-Line
Projects but expected spend required approval by CIMC.

Road.
Replace High Service Pump 13 with new vertical turbine pump, motor, and VFD. Work on HS Pump 13 will
occur in a separate phase instead of with Pumps 12 and 14 as originally intended.

Project originally part of budgeted 112-020064. Due to pump delays

112-020099 |KRS1 Pump #13 Replacement project approved as stand alone project.

6/30/2018
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill
7. Refer to O’Neil Testimony, attachment KAW_DT_ONeill_Exhibit_1.

a. For each investment project listed, state whether it requires a CPCN and state the
projected date that a CPCN application will be filed.

b. For each investment project that does not require a CPCN, explain why
Kentucky-American believes the project does not require a CPCN.

C. Provide a separate schedule listing each project, the total estimated completed
project cost, and the 13-month average project cost that is included in Kentucky-
American’s forecasted rate base.
Response:
a. See Attachment.

b. See Attachment and see the response to PSC 2-5.

c. See Attachment C.
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Kentucky American Water
Case No. 2018-00358

Schedule 7

Witness Responsible:
Brent O'Neill

Item

Project

Project Description

112-020035

KRS1 - Residual Improvements

Type of Project

Determination of

Potential Date
CPCN Application

This project will provide a near-term and intermediate solution to improve the residual handling at KRSL
Improvements expected are installation of gravity thickeners, upsize or increase number of washwater holding
tanks, and create the long-term plan for dewatering at KRS1. Project need is the result of an overloading of the
residual’s system due to the operational change to address regulatory requirements of THM's formation at the
facility and within the distribution system. Due to the excess loading of the sludge lagoons from the WWHTSs and
| Aldrich units, KAW runs the risk of overflowing one or more of the lagoons in to a nearby creek which runs
through a sensitive conservation area, or exceeding the NPDES discharge limit for the total suspended solids
(TSS).

Operational Improvement/
Delay in long-term
investment

Normal Business

112-020037|

KRS1 Chemical Storage and Feed Improvements

This project incorporates several components of chemical storage and delivery to enhance the robustness and
reliability of Kentucky River Station (KRS 1) operations by minimizing the risk of plant shutdown due to
insufficient chemical storage and feed. A major component of the project is the transition from chlorine gas and
anhydrous ammonia to the safer liquid sodium hypochlorite and agueous ammonia.

Replacement/ Safety

Normal Business

112-020039

Georgetown Bypass and US 25 Area (Delaplain Booster)

This project will replace the present below grade Delaplain Booster Station with a new booster station that will
provide redundancy for the Muddy Ford Tank and the Newtown Pike Booster Station. The project will also
improve reliability of the system to maintain sufficient service to large users in the area.

Replacement/ Resiliency

Normal Business

112-020055

New Circle Rd Main Relocation Phase 2

This project includes the relocation of approximately 1,300 lineal feet of 20 inch water main and 1,500 lineal fee
of 12 inch water main in response to the Kentucky Department of Transportation’s widening of New Circle Road|
to increase safety and improve the flow of traffic. The project is located along New Circle Road between
Georgetown Road and Boardwalk Avenue in Lexington.

112-020059

KRS2 Transfer Switch

Relocation

Normal Business

This project is for the design of an automatic transfer switch (ATS) for Kentucky River Station 2 (KRS-2) tc
transfer from 5 KV utility power to the standby generator and back to utility power. This process is currently
accomplished by manual transfer and re-transfer

112-020067

RRS Chemical Facility

Operational Improvement/
Safety

Normal Business

This project incorporates several components of chemical storage and delivery to enhance the robustness and
reliability of Richmond Road Station (RRS) operations by minimizing the risk of plant shutdown due to
insufficient chemical storage and feed. A major component of the project is the transition from chlorine gas and
anhydrous ammonia to the safer liquid sodium hypochlorite and aqueous ammonia. The project will combine all
of the chemicals used for the treatment of water at RRS, allowing for the consolidated storage and management o|
chemicals, which will lead to improved safety and efficiency for the operation of RRS.

Replacement/ Safety

Normal Business

112-020069

KRS1 Valve House #4 Rehabilitation

Renovation and rehabilitation of the Kentucky River Station Valve House 4. Includes new valves and actuators;
demolition of decommissioned piping and valves; corrective measures to mitigate flooding; improved access for
piping and valves; relocation of electrical panels, boxes and SCADA,; review and replacement of fluoride and
chlorine lines as needed; and structural analysis. Including design, bidding and construction services.

Replacement

Normal Business

112-020071

KRS1 Valve House Rehabilitation (Phase 5)

Renovation and rehabilitation of the Kentucky River Station Valve House 5. Includes new valves and actuators;
demolition of decommissioned piping and valves; corrective measures to mitigate flooding; improved access for
piping and valves; relocation of electrical panels, boxes and SCADA,; review and replacement of fluoride and
chlorine lines as needed; and structural analysis. Including design, bidding and construction services.

Replacement

Normal Business

112-020074]

Athens Boonesboro Main Extension - Phase |1

This project will complete water system improvements along Athens-Boonesboro Road in Fayette County and
make various improvements in Clark County to allow for the connection of KAWC customers to the Company’s
Central Service Area. The water main extension will occur along Athens-Boonesboro, Quisenberry,
\Waterworks, Old Stone Church and Combs Ferry roads and allow the Company to eliminate the use of purchased|
water for the customers in the area of the project and allow them to be served by KAWC's three water treatment
facilities. The project will also enhance water pressures and water quality for customers in the area.

Operational Improvement

Normal Business

112-020076

KRSL1 - Replace Incline Car

This project will replace the existing incline car at the KRS 1 that was installed in 1956. The incline car is the
main means for operators and maintenance personnel to gain access the KRS 1 low service intake pumps and
structure. The project will replace the existing incline car with a new installation that will address safety concern
and increase the capacity for moving personnel and equipment to the low service intake pumps and structure.

Replacement

Normal Business

112-020079

Jacobson Pump Station

This project will include the construction of a powder-activated carbon storage and feed system at the Jacobson
Reservoir. Currently the Jacobson Pump Station provides source water from Reservoir 4 to Richmond Road
Station, where the raw water is treated for taste and odor through a bag feed system. The construction of the
powder-activated carbon feed system at the Jacobson Reservoir will allow operations staff to feed appropriate
lamounts of powder-activated carbon and treat taste and odor in an efficient manner.

Replacement

Normal Business

112-020088

Pressure Zone Extension

This project will install 3,150 feet of 20" DI main following the Brighton Rail Trail to Polo Club. There will also|
be a 300" of 24" HDPE crossing I-75. This project will enhance the pressure zone and help provide redundant
sources for residential and in Fayette County.

Operational Improvement/
Resiliency

Normal Business

112-020094

Cox Street Booster

This project will replace the existing below-grade booster pump station with an at-grade pump station. The
project will include review of the pumping requirements for the pump station, which supports both the 1 MG
ground storage tank and the 1 MG elevated storage tank at Cox Street. The project will address safety concerns

112-020095

Mercer Road Booster Station

Replacement

Normal Business

and enhance the reliabili% and efficiency of the pump station
is project will replace the existing below-grade booster pump Station With an at-grade pump Station. THe
project will include review of the pumping requirements for the pump station, which supports both the Mercer

elevated storage tank. The project will address safety concerns and enhance the reliability and efficiency of the
pump station.

Replacement

Normal Business

112-020099

KRS1 Pump #13 Replacement

Replace High Service Pump 13 with new vertical turbine pump, motor, and VFD. Work on HS Pump 13 will
oceur in a separate phase instead of with Pumps 12 and 14 as originally intended

112-300008

'Owenton Distribution Building

Replacement

Normal Business

This project will provide for the construction of a new, 9,900 square-foot maintenance garage to support the fielc

crews for the Northern Division. Facility will allow for storage of all of the division’s equipment as well as its

perishable material. The garage will occupy 0.23 acres of the 4-acre site, allowing for the centralized storage of

large material and equipment, consolidation of staff and the ability to accept deliveries of material in a safer, morg
manner.

New Facility for
Maintenance Personnel

CPCN Clarification
Requested

Clarification
received
10/11/2018

112-030001

ERWA Main Interconnection

This project will interconnect the three service areas of the Eastern Rockcastle Distribution system to allow for
redundancy and reduce the likelihood of loss of service when source of supply lost to a particular service area.
Study and design expected during 2019 with determination of viability of project by early 2020.

Resiliency/ Operational
Improvement

Potential CPCN
Needed

First quarter 2020




Kentcuky American Water
Case No. 2018-00358
Response to PSC Data Request #2, Item 7c¢

KAW_R_PSCDR2_NUMO007_012519

Page 3 of 3

Business Est. In- Projected Average Test
Business Unit Unit No. Project Title Service Date Cost Year UPIS
INVESTMENT PROJECTS

Kentucky 112-000001 [Post Acquisition BD Capex 0 0
Kentucky 112-020037 |[KRS | Chemical Storage and Feed Imp 3/31/2020 8,500,000 2,562,556
Kentucky 112-020039 ([Delaplain Booster Station 9/30/2018 1,368,347 1,368,347
Kentucky 112-020055 [New Circle Rd Main Relocation Phase 2 8/31/2019 1,000,000 845,312
Kentucky [12-020059 |KRS2 Transfer Switch 3/31/2020 1,000,041 307,692
Kentucky 112-020067 |RRS Chemical Facility Upgrade/Chlor 7/31/2019 10,500,000 9,313,327
Kentucky 112-020069 |KRS1 Valve House #4 Rehabiliation 9/30/2018 988,384 988,384
Kentucky 112-020074 |Athens Boonesboro Main Ext - Phase 7/31/2019 900,000 969,185
Kentucky 112-020076 |KRS1 - Replace Incline Car 9/30/2019 1,500,000 1,153,852
Kentucky 112-020079 [Jacobson Pump Station 6/30/2019 2,000,000 1,989,348
Kentucky 112-020099 [KRS1 Pump #13 Replacement 6/30/2019 1,200,000 1,220,667
Kentucky 112-300008 |Owenton Operations Garage 3/31/2020 1,000,000 304,810
Kentucky 112-020071 |KRS1 Valve House Rehabilitation (Phase 5) - Reeves Drives 5/31/2019 1,500,000 1,500,000
Kentucky 112-020094 |[Cox Street Booster 12/31/2019 1,000,000 538,461
Kentucky [12-020095 |Mercer Road Booster Station 3/31/2020 1,000,000 305,902
Kentucky 112-030001 |ERWA Main Interconnection 6/30/2023 2,855,492 0
Kentucky 112-020035 |KRS1 - Residual Improvements 9/30/2018 610,000 473,187
Kentucky 112-020088 |Presure Zone Extension 9/30/2018 1,383,828 1,383,828
Total Investment Projects $38,306,592 | $25,225,360
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill
8. List each construction project that Kentucky-American will commence or complete
during the forecasted period for which Kentucky-American, as of the date of this request,
has not obtained all necessary governmental permits licenses, or other approvals. For
each project listed:
a. List all required governmental permits licenses and other approvals;

b. List all governmental permits licenses and other approvals that Kentucky-
American has obtained as of the date of this request; and

C. State the date on which Kentucky-American applied or expects to apply
for each required governmental permits licenses, or other approvals.

Response:
a. Please see attached.
b. Please see attached.

c. Please see attached.



Type of Filing:_X__Original

Workpaper Reference No(s).:

Updated Revised

Kentucky American Water
Case No. 2018-00358

KAW_R_PSCDR2_NUMO008_012519

Page 2 of 2

Schedule 8

Witness Responsible:

Brent O'Neill
Estimated - . .
Item Project Project Status In-Service Anticipated Permits Status of Permit Ar_\tlu_pated Date Applied Date Received
Date Application Date
Organization Permit
Kentucky Department for Environmental Protection (Division of Water) Construction Permit Received 10/12/2018 1/17/2019
Kentucky Department for Environmental Protection (Division of Water) Approval of Changes to New Chemicals Not Submitted 1/31/2020
Kentucky Department of Housing, Buildings, & Construction Fire Suppression Waiver Not Submitted 1/31/2019
Kentucky Department of Housing, Buildings, & Construction Building Plan + Plumbing Permit Not Submitted 1/31/2019
112-020037 KRS1 Chemical Storage and Feed Improvements Design 3/31/2020 Kentucky Cabinet for Health and Family Services Fluoride Service Not Submitted TBD
Lexington-Fayette Urban County Government, Division of Building Inspection Commercial New Construction Not Submitted 1/31/2019
Lexington-Fayette Urban County Government, Division of Building Inspection Land Disturbance Not Submitted 1/31/2019
Lexington-Fayette Urban County Government, Division of Planning Development Plan Not Submitted TBD
Lexington-Fayette County Government, Health Department Plumbing Plan Review Not Submitted 1/31/2019
112-020055 New Circle Rd Main Relocation Phase 2 Construction (5% Complete) 8/31/2019 Kentucky Transportation Cabinet Encroachment Permit Received
112-020059 KRS2 Transfer Switch Planning 3/31/2020 Kentucky Department of Housing, Buildings, & Construction Electrical Permit Not Submitted TBD
Kentucky Department for Environmental Protection (Division of Water) Construction Permit Received 10/12/2018 1/17/2019
Kentucky Department for Environmental Protection (Division of Water) Approval of Changes to New Chemicals Not Submitted 7/31/2019
Kentucky Department of Housing, Buildings, & Construction Fire Suppression Waiver Received 10/12/2018 10/22/2018
Kentucky Department of Housing, Buildings, & Construction Building Plan + Plumbing Permit Received 10/12/2018 11/29/2018
112-020067 RRS Chemical Facility Construction (10% Complete) | 7/31/2019 Kentucky Cabinet for Health and Family Services Fluoride Service Not Submitted TBD
Lexington-Fayette Urban County Government, Division of Building Inspection Commercial New Construction Received 10/12/2018 12/13/2018
Lexington-Fayette Urban County Government, Division of Building Inspection Land Disturbance Received 11/14/2018 12/21/2018
Lexington-Fayette Urban County Government, Division of Planning Development Plan Not Submitted TBD
Lexington-Fayette County Government, Health Department Plumbing Plan Review Received 10/12/2018 10/25/2018
112-020071 KRS1 Valve House Rehabilitation (Phase 5) Construction (10% Complete) | 5/31/2019| Lexington-Fayette Urban County Government, Division of Building Inspection Electrical Permit (#108839) Received
Marathon Pipe Line LLC Transmision Crosing Agreement Received 11/19/2018 1/2/2019
112-020074 Athens Boonesboro Main Extension - Phase 11 Construction (65% Complete) | 7/31/2019 Kentucky Department for Environmental .Protecti.on (Division of Water) Self Permitted - Rece?ved
Kentucky Transportation Cabinet Encroachment Permit Received 3/22/2018 5/16/2018
Clark County Road Department Encroachment Permit Received 9/7/2017 9/8/2017
112-020076 KRS! - Replace Incline Car Design 9/30/2019 Lexington-Fayette Urban County Government, D?v?sion of Build?ng Inspection Commercial New Construction Not Subm?tted 3/31/2019
Lexington-Fayette Urban County Government, Division of Building Inspection Land Disturbance Not Submitted 3/31/2019
Kentucky Department for Environmental Protection (Division of Water) Construction Permit Received 10/12/2018 1/17/2019
112-020079 Jacobson Pump Station Construction (10% Complete) | 6/30/2019 Lex?ngton-Fayette Urban County Government, Div?s?on of Bu?lding Inspect?on Commercial New Construction Rece?ved 10/12/2018 1/10/2019
Lexington-Fayette Urban County Government, Division of Building Inspection Land Disturbance Received 10/30/2018 12/21/2018
Lexington-Fayette Urban County Government, Division of Planning Development Plan Not Submitted TBD
112-020094 Cox Street Booster Planning 12/31/2019 Lexington-Fayette Urban County _Government, Divis_ion of_ B_u?lding Inspection Land Dis_turbance_ Not Subm?tted TBD - 2019
Kentucky Department for Environmental Protection (Division of Water) Construction Permit Not Submitted TBD - 2019
112-020095 Mercer Road Booster Station Planning Lexington-Fayette Urban County _Government, Divis_ion of_ B_u?lding Inspection Land Dis_turbance_ Not Subm?tted TBD - 2020
3/31/2020 Kentucky Department for Environmental Protection (Division of Water) Construction Permit Not Submitted TBD - 2020
112-020099 KRS1 Pump #13 Replacement Construction (5% Complete) 6/30/2019|  Lexington-Fayette Urban County Government, Division of Building Inspection Electrical Permit Received 6/6/2018
Kentucky Department of Housing, Buildings, & Construction Building Plan + Plumbing Permit Not Submitted Fall - 2019
112-300008 Owenton Distribution Building Design 3/31/2020 Owen Count-y : Building Plan + Plumbing Permi.t + Electrical Not Submitted Fall - 2019
Kentucky Transportation Cabinet Encroachment Permit Not Submitted Fall - 2019
Owen County Land Disturbance Not Submitted Fall - 2019
112-030001 ERWA Main Interconnection Planning 6/30/2023 Kentucky Transportation Cabinet Encroachment Permit Not Submitted TBD - 2020
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

9.

Refer to the Direct Testimony of Nick O. Rowe (Rowe Testimony), page 7, lines 8-11,
which states that $4.1 million of the proposed $19.9 million revenue increase is due to
flowing back to customers the Tax Cut and Jobs Act (TCJA) rate reduction for the stub
period of January 1, 2018, through August 31, 2018. Also refer to the Updated Notice of
Amount of Deferred Liability filed by Kentucky-American in Case No. 2018-00042,
which states that Kentucky-American anticipated filing proposed rates to be effective on
or about June 30, 2019, when the deferred liability for the temporary TCJA rate reduction
for the stub period had been returned to customers.! Last, refer to the Direct Testimony of
Melissa L. Schwarzell (Schwarzell Testimony), page 7, lines 1-20, which references two
components of Kentucky-American’s TCJA rate reduction, the first being a $5.4 million
rate reduction resulting from an ongoing lower corporate income tax rate and the second
being the temporary rate reduction of $3.4 million for the stub period. Ms. Schwarzell
states that, because no alternate rate is set to go into effect in July 2019 once the
temporary rate reduction for the stub period has expired, $4.1 million of the proposed
$19.9 million increase in revenue is the annualized effect of the temporary rate reduction.
Explain why Kentucky-American decided not to file proposed rates to be effective on or
about June 30, 2019, as it stated it would do in Case No. 2018-00042.

Response:

The Company is filing for proposed rates through the filing of this general rate case,
which rates have a likely effective date on or about June 30, 2019. The Company
believes this is consistent with the statements it made in Case No. 2018-00042, that
“KAW anticipates making additional filings, either through this docket or a general rate
case, in order to propose rates to be effective after the ten-month period is complete
which would be on or about June 30, 2019.”

! Case No. 2018-00042, Electronic Investigation of the Impact of the Tax Cuts and Job Act on the Rates of

Kentucky-American Water Company (filed August 20, 2018). Case No. 2018-00042 was consolidated into this
proceeding by Order entered December 21, 2018.

% Case No. 2018-00042, Kentucky American Water Company’s Updated Notice of Amount of Deferred

Liability, page 3, filed August 20, 2018



KAW_R_PSCDR2_NUMO010_012519
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

10.

Refer to Schwarzell Testimony, page 9, lines 15-17, which states that the approximately
$4.1 million drop in revenue due to the temporary TCJA rate reduction is “partially offset
by a net increase in billing determinants.” State the amount of the partial
offset and explain why Kentucky-American requests a $4.1 million increase in revenue
related to the temporary TCJA rate reduction if that amount is partially offset.

Response:

The amount of the partial offset is approximately $0.9 million. This is most easily seen
by referring to the Company’s response to the Commission Staff’s Second Request for
Information, question 13, attachment 2. This attachment shows the base year and test
year at present rates, with the TCJA reduced prices effective September 1, 2018 held
constant throughout for the affected customers and with the TCJA Deferrals and
Amortizations in the base year being eliminated from row 11. By lifting out the change
in price and the TCJA activity, the effect of the billing determinant change is now readily
visible.

The referenced section of testimony was attempting to explain that both the TCJA
reduction and any changes to billing determinants are included in the case.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell, Gregory P. Roach

11. Provide a revised copy of the application, Exhibit 37, Schedule M, without the
adjustment for weather normalization, in hard copy form and in electronic Microsoft
Excel format.

Response:

The adjustment for weather normalization only applies for residential and commercial
classes.

Without weather normalization, based on the same customer counts, total projected usage
for residential and commercial classes for test year is 249 million gallons less than
projection under weather normalization, using the current tariff, which produces
$1,185,909 less revenues.

There are no changes for remaining water classes.

Lastly, the regression models used to estimate the residential and commercial average
usage trend are statistically insignificant when the climatic component of the model is
removed. Hence the attachment is provided as estimates for illustration purposes only
and do not represent modeling or results of modeling the KAWC would support as valid
for purposes of determining usage, sales or revenues in this case.

Please see the attached.
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KAW Projected Usage and Revenues Impact Analysis
with Weather Normalized vs. w/o Weather Normalization
For Test Year Ended June 30, 2020
For Residential and Commercial Classes
Decline/Cust/Month in Gallons Annual Rate Decline % Total Usage (000s Gallons) - Test Year Total Revenues ($) at Current Rate
Weather W/O Weather Variance Weather W/O0 Weather Variance Weather W/0 Weather Variance Weather W/O Weather Variance
Normalization  Normalization  (Better/(Worse)) Normalization  Normalization (Better/(Worse)) | Normalization = Normalization (Better/(Worse)) Normalization Normalization (Better/(Worse))
Residential -82 -96 -13 -2.02% -2.38% -0.36% 5,631,655 5,496,644 (135,010)| $ 47,551,194 $ 46,868,177 S (683,017)
Commercial -210 -360 -150 -0.59% -1.04% -0.44% 3,798,369 3,684,386 (113,983)| $ 21,663,948 $ 21,161,056 $ (502,892)
Total -292 -456 -164 -2.61% -3.42% -0.81% 9,430,024 9,181,031 (248,993)| $ 69,215,142 $ 68,029,233 $ (1,185,909)

* Weather normalization only applied to residential and commercial classes. No impact to revenues from other water classes
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Kentucky American Water Company
Case No. 2018-00358
Revenue Summary
Base Peiod Ended 2/28/19 & the Forecast Year Ended 6/30/20 (At Both Present and Proposed Rates)
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Exhibit 37, Schedule M-1

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue Exhibit DR11.xlsx]Exhibit

Supporting Base Period Adjustments Forecast Year Adjustments Forecast Year

Line Schedule 12 Months Ended for Present at Present for Proposed at Proposed
No. Description Reference 2/28/19 Rates Rates Rates Rates

1

2 Sales of Water

3 Residential Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M $49,884,345 ($3,016,168) $46,868,177 $10,732,252 $57,600,429

4 Commercial Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 22,913,926 (1,752,870) 21,161,056 5,255,923 26,416,979

5 Industrial Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 2,841,330 (325,438) 2,515,892 579,966 3,095,858

6 Other Public Authorities Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 6,057,232 (353,857) 5,703,375 1,420,526 7,123,901

7 Sale for Resale Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 1,937,407 (226,317) 1,711,090 367,221 2,078,311

8 Private Fire Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 2,812,617 (147,896) 2,664,721 346,415 3,011,136

9 Public Fire Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 3,807,199 (196,089) 3,611,110 838,067 4,449,177
10 Miscellaneous Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M (1,284,149) 1,344,430 60,281 0 60,281
11 Other Water Revenue Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 0 0 0 0 0
12 Total Sales of Water 88,969,907 (4,674,205) 84,295,702 19,540,370 103,836,072
13

14

15 Other Operating Revenues

16 Other Water Revenue Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 0 0 0 0 0
17 Late Payment Fee Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 837,881 (64,307) 773,574 0 773,574
18 Rent Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 95,656 1,222 96,878 0 96,878
19 Rent I/C Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 154,932 (2) 154,930 0 154,930
20 Collect for Others Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 0 0 0 0 0
21 NSF Check Charge Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 30,420 420 30,840 0 30,840
22 Application/Initiation Fee Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 776,520 (10,839) 765,681 0 765,681
23 Usage Data Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 51,797 (259) 51,538 0 51,538
24 Reconnect Fee Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 573,394 25,470 598,864 0 598,864
25 Miscellaneous Service Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 165 (165) 0 0 0
26 WW-Miscellaneous Service Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M 0 0 0 0 0
27 Total Other Operating Revenues 2,520,765 (48,460) 2,472,305 0 2,472,305
28

29

30 Total Operating Revenues $91,490,672 ($4,722,665) $86,768,007 $19,540,370  $106,308,377
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Kentucky American Water Company
Case No. 2018-00358
Revenue Summary
Summary of Adjustments for Operating Revenues at Present Rates
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Exhibit 37, Schedule M-1
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue Exhibit DR11.xIsx]Exhibit

Line Schedule Other Sale

Number Adjustments Reference Residential Commercial Industrial Public Authorities for Resale

1

2 Change in Billing Determinants and Prices Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M ($2,600,055) ($1,325,724) ($297,321) ($82,246) ($186,711)

3 Unbilled Adjustment (416,113) (427,146) (28,117) (271,611) (39,606)

4 0

5

6

7 Total ($3,016,168) ($1,752,870) ($325,438) ($353,857) ($226,317)

8

9

10

11 Private Public Other

12 Fire Fire Miscellaneous Water Revenue Total

13

14

15  Change in Billing Determinants and Prices Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M ($136,731) ($196,095) $1,343,000 S0 ($3,481,883)

16  Unbilled Adjustment (11,165) 6 1,430 (1,192,322)

17 0

18

19

20 Total (5147,896) ($196,089) $1,344,430 S0 ($4,674,205)
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Kentucky American Water Company
Case No. 2018-00358
Revenue Summary

Summary of Adjustments for Operating Revenues at Present Rates

zell

Exhibit 37, Schedule M-1
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue Exhibit DR11.xIsx]Exhibit

Line Schedule Other Water Late Collect NSF
Number Adjustments Reference Revenue Payment Fee Rent Rent I/C for Others Check Charge

1

2 To Adjust for the Forecast Period  Discovery\PSC\Support\PSCDR2_NUMO11\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M $0 ($64,307) $1,222 ($2) $0 $420
3

4

5

6

7 S0 (564,307) $1,222 (52) S0 $420
8

9

10

11 Application/ Usage Reconnect Miscellaneous ~ WW-Miscellaneous

12 Initiation Fee Data Fee Service Service Total

13

14

15  To Adjust for the Forecast Period  Discovery\PSC\Support\PSCDR2_NUMO11\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M ($10,839) ($259) $25,470 ($165) $S0 ($48,460)
16

17

18

19
20 (510,839) ($259) $25,470 ($165) S0 (548,460)




Kentucky American Water Company

Case No. 2018-00358
Revenue Summary

Summary of Adjustments for Operating Revenues for Forecast Year at Proposed Rates

Witness Responsible: Melissa Schwarzell
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Exhibit 37, Schedule M-1
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue Exhibit DR11.xIsx]Exhibit

Line Schedule Other Sale

Number Adjustments Reference Residential Commercial Industrial Public Authorities for Resale

1

2 Proposed Rates  Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate $10,732,252 $5,255,923 $579,966 $1,420,526 $367,221

3

4

5

6

7 Total $10,732,252 $5,255,923 $579,966 $1,420,526 $367,221

8

9

10

11 Private Public Other

12 Fire Fire Miscellaneous Water Revenue Total

13

14

15 Proposed Rates  Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate $346,415 $838,067 S0 S0 $19,540,370

16

17

18

19

20 Total $346,415 $838,067 S0 S0 $19,540,370

Page 6 of 39
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Kentucky American Water Company
Case No. 2018-00358
Revenue Summary

Summary of Adjustments for Other Revenues for Forecast Year at Proposed Rates
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Witness Respc zell Exhibit 37, Schedule M-1
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue Exhibit DR11.xIsx]Exhibit
Line Schedule Other Water Late Collect NSF
Number Adjustments Reference Revenue Payment Fee Rent Rent I/C for Others Check Charge
1
2 To Adjust for the Forecast Period Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M
3
4
5
6
7  Total S0 S0 S0 S0 S0 S0
8
9
10
11 Application/ Usage Reconnect Miscellaneous ~ WW-Miscellaneous
12 Initiation Fee Data Fee Service Service Total
13
14
15  To Adjust for the Forecast Period Discovery\PSC\Support\PSCDR2_NUMO11\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M $0 $0 S0
16
17
18
19
20 Total S0 S0 S0 S0 S0 S0
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Kentucky American Water Company
Forecast Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
ALL CUSTOMERS
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Exhibit 37, Schedule M-2

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M

Base Period at Present Rates

Class/ Sales Total

Line # Description ('000 Gal) Revenue
1  Monthly Billing:
3 Residential 5,573,778 $49,468,232
4 Commercial 3,703,327 22,486,781
5 Industrial 651,882 2,813,214
6  Other Public Authority 1,119,903 5,785,622
7  Sale for Resale 448,274 1,897,800
8  Private Fire Service: 3,138 2,817,944
9  Public Fire Service 0 3,790,713
10 Miscellaneous 5,887 80,861
11 Other Water Revenue 0 (1,363,747)
12 Total 11,506,189 $87,777,420
13
14  Miscellaneous Revenues:
15 Other Water Revenue $ -
16 Late Payment Fee 794,093
17 Rent 96,878
18 Rent I/C 154,930
19 Collect for Others 0
20 NSF Check Charge 30,804
21 Application/Initiation Fee 765,681
22 Usage Data 47,194
23 Reconnect Fee 583,109
24 Miscellaneous Service 0
25 WW-Miscellaneous Service 0
26  Total Other Revenue $ 2,472,689
27
28 Total Revenue 90,250,109

Base Period at Proposed Rates Test Year at Present Rates

Test Year at Proposed Rates

Sales Total Sales Total
('000 Gal) Revenue ('000 Gal) Revenue

5,573,778 $57,588,017 5,496,644 $46,868,177
3,703,327 26,453,450 3,684,386 21,161,056
651,882 3,258,199 617,725 2,515,892
1,119,903 6,821,432 1,165,872 5,703,375
448,274 2,181,405 426,827 1,711,088
3,138 2,981,578 0 2,664,721
0 4,409,187 0 3,611,110
5,887 73,102 3,153 60,281
0 (1,363,747) 0 0
11,506,189 $102,402,622 11,394,608 $84,295,700
$0 $0
794,093 773,574
96,878 96,878
154,930 154,930
0 0
30,804 30,840
765,681 765,681
47,194 51,538
583,109 598,864
0 0
0 0
$2,472,689 $2,472,305
$104,875,311 $86,768,005

Sales Total Dollar Percentage
('000 Gal) Revenue Change Change

5,496,644 $57,600,429 $10,732,252 22.90%
3,684,386 26,416,979 5,255,923 24.84%
617,725 3,095,858 579,966 23.05%
1,165,872 7,123,901 1,420,526 24.91%
426,827 2,078,310 367,222 21.46%
0 3,011,136 346,415 13.00%
0 4,449,177 838,067 23.21%
3,153 60,281 0 0.00%
0 0 0 0.00%
11,394,608 $103,836,071 $19,540,371 23.18%
$0 0 0.00%
773,574 0 0.00%
96,878 0 0.00%
154,930 0 0.00%
0 0 0.00%
30,840 0 0.00%
765,681 0 0.00%
51,538 0 0.00%
598,864 0 0.00%
0 0 0.00%
0 0 0.00%
$2,472,305 $0 0.00%
$106,308,376 $19,540,371 22.52%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

ALL CUSTOMERS

KAW_R_PSCDR2_NUMO011_012519
Page 9 of 39

Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M

Base Period at Present Rates

Base Period at Proposed Rates

Test Year at Present Rates

Test Year at Proposed Rates

Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Residential:
Minimum Charge:
3 5/8"Monthly 1,411,383 $12.57 $17,741,966 1,411,383 $15.00  $21,170,750 1,431,589 $12.63  $18,085,530 1,431,589 $15.00  $21,473,835 $3,388,305 18.73%
4 3/4" Monthly 4 18.74 82 4 22.40 99 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 23,800 31.23 743,259 23,800 37.30 887,721 24,807 31.23 774,723 24,807 37.30 925,301 150,578 19.44%
6  1-1/2" Monthly 156 62.45 9,747 156 74.70 11,659 156 62.45 9,742 156 74.70 11,653 1,911 19.62%
7 2" Monthly 1,415 99.92 141,366 1,415 119.50 169,068 1,404 99.92 140,288 1,404 119.50 167,778 27,490 19.60%
8  3"Monthly 0 187.35 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 312.25 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 36 624.50 22,482 36 746.70 26,881 36 624.50 22,482 36 746.70 26,881 4,399 19.57%
11 8" Monthly 12 999.20 11,990 12 1,194.70 14,336 12 999.17 11,990 12 1,194.70 14,336 2,346 19.57%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17 First Block 5,538,657 $5.5415 $30,692,532 5,538,657 $6.3640  $35,248,014 5,479,516 $5.0405  $27,619,250 5,479,516 $6.3640  $34,871,641 $7,252,391 26.26%
18 Second Block 8,773 $11.5300 101,149 8,773 6.3640 55,830 17,128 11.9202 204,172 17,128 6.3640 109,004 (95,168) -46.61%
19  Third Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
23 Credits 26,348 3,659 26,348 3,659 0 0 0 0 0.00%
24
25 Total 5,496,644 $46,868,177 $57,600,429 $10,732,252 22.90%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS (Commercial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Commercial:
Minimum Charge:

3 5/8"Monthly 55,408 $13.69 $758,599 55,408 $15.00 $831,127 55,239 $13.70 $756,775 55,239 $15.00 $828,585 $71,810 9.49%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 29,049 34.07 989,698 29,049 37.30 1,083,526 29,094 34.07 991,233 29,094 37.30 1,085,206 93,973 9.48%
6  1-1/2" Monthly 2,128 68.17 145,043 2,128 74.70 158,937 2,112 68.17 143,975 2,112 74.70 157,766 13,791 9.58%
7 2"Monthly 23,920 109.04 2,608,199 23,920 119.50 2,858,398 24,100 108.60 2,617,271 24,100 119.50 2,879,950 262,679 10.04%
8 3" Monthly 12 204.47 2,454 12 224.00 2,688 12 204.50 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 366 340.77 124,010 366 373.40 136,674 360 340.77 122,677 360 373.40 134,424 11,747 9.58%
10 6" Monthly 171 681.50 116,796 171 746.70 127,970 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 132 1,090.40 143,631 132 1,194.70 157,370 132 1,090.40 143,933 132 1,194.70 157,700 13,767 9.56%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 3,701,643 $4.7665 $17,643,956 3,701,643 $5.7120  $21,143,784 3,683,093 $4.4112  $16,246,680 3,683,093 $5.7120  $21,037,826 $4,791,146 29.49%
18  Second Block 244 11.5300 2,813 244 5.7120 1,394 640 15.4535 9,890 640 5.7120 3,656 (6,234) -63.03%
19  Third Block 0 0.0000 0 0 5.7120 0 653 17.8696 11,676 653 5.7120 3,732 (7,944) -68.04%
20  Fourth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
23 Credits 1,441 (48,418) 1,441 (48,418) 0 0 0 0 0.00%
24

25 Total 3,684,386 $21,161,056 $26,416,979 $5,255,923 24.84%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS (Industrial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1  Industrial:
Minimum Charge:

3 5/8" Monthly 77 $13.63 $1,050 77 $15.00 $1,155 72 $13.63 $981 72 $15.00 $1,080 $99 10.09%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1"Monthly 48 34.07 1,635 48 37.30 1,790 48 34.07 1,635 48 37.30 1,790 155 9.48%
6  1-1/2" Monthly 24 68.17 1,636 24 74.70 1,793 24 68.17 1,636 24 74.70 1,793 157 9.60%
7 2" Monthly 264 109.04 28,767 264 119.50 31,527 264 109.04 28,787 264 119.50 31,548 2,761 9.59%
8  3"Monthly 0 204.47 0 0 224.00 0 0 204.47 0 0 224.00 0 0 0.00%
9 4" Monthly 120 340.77 40,892 120 373.40 44,808 120 340.77 40,892 120 373.40 44,808 3,916 9.58%
10 6" Monthly 108 681.50 73,602 108 746.70 80,644 108 681.50 73,602 108 746.70 80,644 7,042 9.57%
11 8" Monthly 0 1,090.40 0 0 1,194.70 0 0 1,090.40 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17 First Block 651,882 $4.0891 $2,665,590 651,882 $4.7500 $3,096,440 617,725 $3.8340  $2,368,359 617,725 $4.7500 $2,934,195 $565,836 23.89%
18  Second Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
23 Credits 0 42 0 42 0 0 0 0.00%
24
25 Total 617,725 $2,515,892 $3,095,858 $579,966 23.05%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS (Other Public Authority) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1  Other Public Authority:
Minimum Charge:

3 5/8"Monthly 1,582 $13.63 $21,561 1,582 $15.00 $23,728 1,500 $13.63 $20,445 1,500 $15.00 $22,500 $2,055 10.05%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 2,128 34.07 72,515 2,128 37.30 79,390 2,184 34.07 74,409 2,184 37.30 81,463 7,054 9.48%
6  1-1/2"Monthly 355 68.17 24,203 355 74.70 26,521 384 68.17 26,177 384 74.70 28,685 2,508 9.58%
7 2"Monthly 4,705 109.04 513,086 4,705 119.50 562,305 4,860 109.04 529,934 4,860 119.50 580,770 50,836 9.59%
8 3" Monthly 12 204.47 2,454 12 224.00 2,688 12 204.50 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 526 340.77 179,184 526 373.40 196,342 540 340.77 184,016 540 373.40 201,636 17,620 9.58%
10 6" Monthly 146 681.50 99,499 146 746.70 109,018 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 24 1,090.40 26,170 24 1,194.70 28,673 24 1,090.42 26,170 24 1,194.70 28,673 2,503 9.56%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 1,120,135 $4.3466 $4,868,803 1,120,135 $5.1910 $5,814,620 1,165,872 $4.0530  $4,725,278 1,165,872 $5.1910 $6,052,040 $1,326,762 28.08%
18  Second Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
23 Credits (232) (21,853) (232) (21,853) 0 0 0 0 0.00%
24

25 Total 1,165,872 $5,703,375 $7,123,901 $1,420,526 24.91%




Witness Responsible: Melissa Schwarzell

Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

ALL CUSTOMERS (Sale for Resale)
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Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M

Base Period at Present Rates

Base Period at Proposed Rates

Test Year at Present Rates

Test Year at Proposed Rates

Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Sale for Resale:
2 Minimum Charge:
3 5/8" Monthly 0 $13.63 S0 0 $15.00 $0 0 $0.00 $0 0 $15.00 $0 S0 0.00%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 0 34.07 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 54 68.17 3,681 54 74.70 4,034 60 68.17 4,090 60 74.70 4,482 392 9.58%
7 2" Monthly 58 109.04 6,285 58 119.50 6,887 48 109.00 5,232 48 119.50 5,736 504 9.63%
8  3"Monthly 0 204.47 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 54 340.77 18,413 54 373.40 20,176 72 288.76 20,791 72 373.40 26,885 6,094 29.31%
10 6" Monthly 49 681.50 33,515 49 746.70 36,722 48 681.50 32,712 48 746.70 35,842 3,130 9.57%
11 8" Monthly 0 1,090.40 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Owenton 0 0 0.00 0 0 0.00%
13
14
15
16  Volumetric Charges:
17 First Block 437,975 $4.0915 $1,791,984 437,975 $4.7600 $2,084,760 416,336 $3.9023  $1,624,657 416,336 $4.7600 $1,981,759 $357,102 21.98%
18  Second Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
23 SFR-Intercompany 0 0.0000 15,096 0 0 0.0000 0 0
24 Credits 0 0.0000 5,654 0 5,654 0 0.0000 0 0 0 0 0.00%
25 Special Contract 10,299 2.2500 23,172 10,299 2.2500 23,172 10,491 $2.2500 $23,606 10,491 2.2500 $23,606
26 Total 448,274 $1,897,800 448,274 $2,181,405 426,827 $1,711,088 426,827 $2,078,310 $367,222 21.46%




Witness Responsible: Melissa Schwarzell

Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

ALL CUSTOMERS (Fire)
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Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M

Connection
Size
Private Fire Service:
Hydrant
o

Credits
Total

Volumetric Charges:
First Block

Public Fire Protection:
Public Fire Hydrants

Credits

Total Fire

Base Period at Present Rates

Number
of Current Total
Connections Rate Revenue

14,851 $75.33 $1,118,664
879 8.61 7,566
5,508 34.63 190,723
11,473 78.03 895,171
3,804 138.73 527,716
152 216.61 32,925
72 312.85 22,525
0 0.00 0
12 555.51 6,666
36,750 $2,801,956
3,138 $5.0952 $15,988
90,026 $42.29 $3,807,204
$3,807,204
3,098 (16,491)

$6,608,657

Base Period at Proposed Rates

Test Year at Present Rates

Number Number
of Proposed Total of Current Total
Connections Rate Revenue Connections Rate Revenue
14,851 $80.12 $1,189,854 14,880 $70.90 $1,054,992
879 $9.16 8,052 900 8.11 7,299
5,508 $36.92 203,359 5,748 32.67 187,787
11,473 $83.04 952,677 11,616 73.49 853,660
3,804 $147.62 561,523 3,840 130.64 501,658
152 $230.72 35,069 156 204.18 31,852
72 $332.71 23,955 72 294.43 21,199
0 $479.07 0 0 423.96 0
12 $590.78 7,089 12 522.81 6,274
0

36,750 $2,981,578 37,224 $2,664,721
3,138 $0.0000 $0 0 $5.0952 $0
90,026 $49.16 $4,425,678 90,504 $39.90 $3,611,110
$4,425,678 90,504 $3,611,110
(16,491) 0
$7,390,765 $6,275,831

Test Year at Proposed Rates

Number
of Proposed Total Dollar Percentage
Connections Rate Revenue Change Change

14,880 $80.12 $1,192,186 $137,194 13.00%
900 9.16 8,244 945 12.95%
5,748 36.92 212,216 24,429 13.01%
11,616 83.04 964,593 110,933 12.99%
3,840 147.62 566,861 65,203 13.00%
156 230.72 35,992 4,140 13.00%
72 332.71 23,955 2,756 13.00%
0 479.07 0 0 0.00%
12 590.78 7,089 815 12.99%

0
37,224 $3,011,136 $346,415 13.00%
0 $0.0000 $0 $0 0.00%
90,504 $49.16 $4,449,177 $838,067 23.21%
$4,449,177 $838,067 23.21%

0
$7,460,313 $1,184,482 18.87%




Kentucky American Water Company

Test Year Operating Revenues at Present Rates vs Proposed Rates

Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness Responsible: Melissa Schwarzell ALL CUSTOMERS Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue DR11.xIsx]Sch M
Base Period Base Period Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Current Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Change Change

1  Miscellaneous:
Minimum Charge:

3 5/8" Monthly 28 $13.63 $383 28 $13.63 $383 48 $13.63 $654 48 $13.63 $654 S0 0.00%
4 3/4" Monthly 0 $20.46 0 0 20.46 0 0 20.46 0 0 20.46 0 0 0.00%
5 1"Monthly 262 $34.07 8,930 262 34.07 8,930 288 34.07 9,812 288 34.07 9,812 0 0.00%
6  1-1/2" Monthly 0 $68.17 0 0 68.17 0 0 68.17 0 0 68.17 0 0 0.00%
7 2" Monthly 0 $109.04 0 0 109.04 0 0 109.04 0 0 109.04 0 0 0.00%
8  3"Monthly 177 $204.47 36,257 177 204.47 36,257 192 204.47 39,258 192 204.47 39,258 0 0.00%
9 4" Monthly 0 $340.77 0 0 340.77 0 0 340.77 0 0 340.77 0 0 0.00%
10 6" Monthly 0 $681.50 0 0 681.50 0 0 681.50 0 0 681.50 0 0 0.00%
11 8" Monthly 0 $1,090.40 0 0 1,090.40 0 0 1,090.40 0 0 1,090.40 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17 First Block 8,171 $4.2975 $35,116 8,171 $3.3480 $27,357 3,153 $3.3480 $10,557 3,153 $3.3480 $10,557 $0 0.00%
18 Second Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
19  Third Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
23 Credits (2,284) 175 (2,284) 175 0 0 0 0 0 0.00%
24
25 Total 3,153 $60,281 $60,281 $0 0.00%




Witness Responsible: Melissa Schwarzell

Kentucky American Water Company
Forecast Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN
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Exhibit 37, Schedule M-2

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M

Line #

N e

25
26
27
28

Class/
Description
Monthly Billing:

Residential
Commercial

Industrial

Other Public Authority
Sale for Resale

Private Fire Service:
Public Fire Service
Miscellaneous

Other Water Revenue
Total

Miscellaneous Revenues:
Other Water Revenue
Late Payment Fee
Rent
Rent1/C
Collect for Others
NSF Check Charge
Application/Initiation Fee
Usage Data
Reconnect Fee
Miscellaneous Service
WW-Miscellaneous Service

Total Other Revenue

Total Revenue

Base Period at Present Rates

Sales Total
('000 Gal) Revenue

5,554,153 $49,164,337
3,702,655 22,476,650
651,882 2,813,214
1,119,903 5,785,622
448,274 1,897,800
3,138 2,817,944
0 3,790,713
5,887 80,696
0 (1,363,582)
11,485,892 $87,463,394
791,624
96,878
154,930
0
30,804
763,945
47,194
582,885
0
0
2,468,260
89,931,654

Base Period at Proposed Rates Test Year at Present Rates

Sales Total Sales Total
('000 Gal) Revenue ('000 Gal) Revenue

5,554,153 $57,356,717 5,459,429 $46,308,842
3,702,655 26,444,398 3,682,384 21,128,224
651,882 3,258,199 617,725 2,515,892
1,119,903 6,821,432 1,165,872 5,703,375
448,274 2,181,405 389,754 1,541,318
3,138 2,981,578 0 2,664,721
0 4,409,187 0 3,591,958
5,887 72,937 3,153 60,281
0 (1,363,582) 0 0
11,485,892 $102,162,270 11,318,317 83,514,611
$0 $0
791,624 770,635
96,878 96,878
154,930 154,930
0 0
30,804 30,840
763,945 763,945
47,194 51,538
582,885 598,864
0 0
0 0
$2,468,260 $2,467,629
$104,630,530 $85,982,240

Test Year at Proposed Rates

Sales Total Dollar Percentage
('000 Gal) Revenue Change Change

5,459,429 $57,183,228 $10,874,386 23.48%
3,682,384 26,385,811 5,257,587 24.88%
617,725 3,095,858 579,966 23.05%
1,165,872 7,123,901 1,420,526 24.91%
389,754 1,897,359 356,041 23.10%
0 3,011,136 346,415 13.00%
0 4,425,580 833,622 23.21%
3,153 60,281 0 0.00%
0 0 0 0.00%
11,318,317 $103,183,154 $19,668,543 23.55%
$0 0 0.00%
770,635 0 0.00%
96,878 0 0.00%
154,930 0 0.00%
0 0 0.00%
30,840 0 0.00%
763,945 0 0.00%
51,538 0 0.00%
598,864 0 0.00%
0 0 0.00%
0 0 0.00%
$2,467,629 S0 0.00%
$105,650,783 $19,668,543 22.88%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN i ial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Residential:
Minimum Charge:

3 5/8"Monthly 1,404,177 $12.49 $17,538,171 1,404,177 $15.00  $21,062,655 1,419,565 $12.49 $17,730,367 1,419,565 $15.00  $21,293,475 $3,563,108 20.10%
4 3/4"Monthly 4 18.74 82 4 22.40 99 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 23,800 31.23 743,259 23,800 37.30 887,721 24,807 31.23 774,723 24,807 37.30 925,301 150,578 19.44%
6  1-1/2" Monthly 156 62.45 9,747 156 74.70 11,659 156 62.45 9,742 156 74.70 11,653 1,911 19.62%
7 2" Monthly 1,415 99.92 141,366 1,415 119.50 169,068 1,404 99.92 140,288 1,404 119.50 167,778 27,490 19.60%
8 3" Monthly 0 187.35 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 312.25 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 36 624.50 22,482 36 746.70 26,881 36 624.50 22,482 36 746.70 26,881 4,399 19.57%
11 8" Monthly 12 999.20 11,990 12 1,194.70 14,336 12 999.17 11,990 12 1,194.70 14,336 2,346 19.57%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 5,527,905 $5.5523 $30,692,532 5,527,905 $6.3640  $35,179,590 5,459,429 $5.0590 $27,619,250 5,459,429 $6.3640  $34,743,804 $7,124,554 25.80%
18  Second Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
19  Third Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
23 Credits 26,248 4,708 26,248 4,708 0 0 0 0 0.00%
24

25 Total 5,554,153 $57,356,717 5,459,429 $57,183,228  $10,874,386 23.48%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Commercial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Commercial:
Minimum Charge:

3 5/8"Monthly 55,178 $13.63 $752,071 55,178 $15.00 $827,664 54,975 $13.63 $749,309 54,975 $15.00 $824,625 $75,316 10.05%
4 3/4"Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 29,049 34.07 989,698 29,049 37.30 1,083,526 29,094 34.07 991,233 29,094 37.30 1,085,206 93,973 9.48%
6  1-1/2" Monthly 2,128 68.17 145,043 2,128 74.70 158,937 2,112 68.17 143,975 2,112 74.70 157,766 13,791 9.58%
7 2" Monthly 23,920 109.04 2,608,199 23,920 119.50 2,858,398 23,968 109.04 2,613,471 23,968 119.50 2,864,176 250,705 9.59%
8 3" Monthly 12 204.47 2,454 12 224.00 2,688 12 204.47 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 362 340.77 123,220 362 373.40 135,018 360 340.77 122,677 360 373.40 134,424 11,747 9.58%
10 6" Monthly 171 681.50 116,796 171 746.70 127,970 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 132 1,090.40 143,631 132 1,194.70 157,370 132 1,090.40 143,933 132 1,194.70 157,700 13,767 9.56%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 3,701,198 $4.7671 $17,643,956 3,701,198 $5.7120  $21,141,245 3,682,384 $4.4120 $16,246,680 3,682,384 $5.7120  $21,033,780 $4,787,100 29.47%
18  Second Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 5.7120 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
23 Credits 1,456 (48,418) 1,456 (48,418) 0 0 0 0 0.00%
24

25 Total 3,702,655 $26,444,398 3,682,384 $26,385,811 $5,257,587 24.88%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Industrial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Industrial:
Minimum Charge:

3 5/8"Monthly 77 $13.63 $1,050 77 $15.00 $1,155 72 $13.63 $981 72 $15.00 $1,080 $99 10.09%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 48 34.07 1,635 48 37.30 1,790 48 34.07 1,635 48 37.30 1,790 155 9.48%
6  1-1/2" Monthly 24 68.17 1,636 24 74.70 1,793 24 68.17 1,636 24 74.70 1,793 157 9.60%
7 2" Monthly 264 109.04 28,767 264 119.50 31,527 264 109.04 28,787 264 119.50 31,548 2,761 9.59%
8 3" Monthly 0 204.47 0 0 224.00 0 0 204.47 0 0 224.00 0 0 0.00%
9 4" Monthly 120 340.77 40,892 120 373.40 44,808 120 340.77 40,892 120 373.40 44,808 3,916 9.58%
10 6" Monthly 108 681.50 73,602 108 746.70 80,644 108 681.50 73,602 108 746.70 80,644 7,042 9.57%
11 8" Monthly 0 1,090.40 0 0 1,194.70 0 0 1,090.40 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17 First Block 651,882 $4.0891 $2,665,590 651,882 $4.7500 $3,096,440 617,725 $3.8340 $2,368,359 617,725 $4.7500 $2,934,195 $565,836 23.89%
18 Second Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
23 Credits 0 42 0 42 0 0 0 0.00%
24
25 Total 651,882 $3,258,199 617,725 $3,095,858 $579,966 23.05%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Other Public Authority) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1  Other Public Authority:
Minimum Charge:

3 5/8"Monthly 1,582 $13.63 $21,561 1,582 $15.00 $23,728 1,500 $13.63 $20,445 1,500 $15.00 $22,500 $2,055 10.05%
4 3/4"Monthly 0 20.46 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 2,128 34.07 72,515 2,128 37.30 79,390 2,184 34.07 74,409 2,184 37.30 81,463 7,054 9.48%
6  1-1/2" Monthly 355 68.17 24,203 355 74.70 26,521 384 68.17 26,177 384 74.70 28,685 2,508 9.58%
7 2" Monthly 4,705 109.04 513,086 4,705 119.50 562,305 4,860 109.04 529,934 4,860 119.50 580,770 50,836 9.59%
8 3" Monthly 12 204.47 2,454 12 224.00 2,688 12 204.50 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 526 340.77 179,184 526 373.40 196,342 540 340.77 184,016 540 373.40 201,636 17,620 9.58%
10 6" Monthly 146 681.50 99,499 146 746.70 109,018 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 24 1,090.40 26,170 24 1,194.70 28,673 24 1,090.42 26,170 24 1,194.70 28,673 2,503 9.56%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 1,120,135 $4.3466 $4,868,803 1,120,135 $5.1910 $5,814,620 1,165,872 $4.0530 $4,725,278 1,165,872 $5.1910 $6,052,040 $1,326,762 28.08%
18  Second Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
23 Credits (232) (21,853) (232) (21,853) 0 0 0 0 0.00%
24

25 Total 1,119,903 $6,821,432 1,165,872 $7,123,901 $1,420,526 24.91%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa Schwarzell ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Sale for Resale) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1  sale for Resale:
2 Minimum Charge:
3 5/8"Monthly 0 $13.63 S0 0 $15.00 S0 0 $13.63 $0 0 $15.00 $0 S0 0.00%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 0 34.07 0 0 37.30 0 0 34.07 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 54 68.17 3,681 54 74.70 4,034 60 68.17 4,090 60 74.70 4,482 392 9.58%
7 2" Monthly 58 109.04 6,285 58 119.50 6,887 48 109.04 5,234 48 119.50 5,736 502 9.59%
8 3" Monthly 0 204.47 0 0 224.00 0 0 204.47 0 0 224.00 0 0 0.00%
9 4" Monthly 54 340.77 18,413 54 373.40 20,176 60 340.77 20,446 60 373.40 22,404 1,958 9.58%
10 6" Monthly 49 681.50 33,515 49 746.70 36,722 48 681.50 32,712 48 746.70 35,842 3,130 9.57%
11 8" Monthly 0 1,090.40 0 0 1,194.70 0 0 1,090.40 0 0 1,194.70 0 0 0.00%
12 Owenton 0 0 0 0 0.00%
13
14
15
16 Volumetric Charges:
17 First Block 437,975 $4.0915 $1,791,984 437,975 $4.7600 $2,084,760 379,262 $3.8370 $1,455,230 379,262 $4.7600 $1,805,289 $350,059 24.06%
18 Second Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
23 SFR-Intercompany 0 0.0000 15,096 0 0.0000 0 0.0000 0 0
24  Credits 0 0.0000 5,654 0 0.0000 5,654 0 0.0000 0 0 0 0 0.00%
25  Special Contract 10,299 2.2500 23,172 10,299 2.2500 23,172 10,491 $2.2500 $23,606 10,491 2.2500 $23,606
26 Total 448,274 $1,897,800 448,274 $2,181,405 389,754 $1,541,318 389,754 $1,897,359 $356,041 23.10%




Witness Responsible: Melissa Schwarzell
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Fire) Exhibit 37, Schedule M-3

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M

Connection
Size
Private Fire Service:
Hydrant

Credits
Total

Volumetric Charges:
First Block

Public Fire Protection:
Public Fire Hydrants

Credits

Total Fire

Base Period at Present Rates

Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates

Number
of Current Total
Connections Rate Revenue

14,851 $75.33 $1,118,664
879 8.61 7,566
5,508 34.63 190,723
11,473 78.03 895,171
3,804 138.73 527,716
152 216.61 32,925
72 312.85 22,525
0 0.00 0
12 555.51 6,666
36,750 $2,801,956
3,138 $5.0952 $15,988
90,026 $42.29 $3,807,204
$3,807,204
3,098 (16,491)

$6,608,657

Number Number Number
of Proposed Total of Current Total of Proposed Total Dollar Percentage
Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Change Change

14,851 $80.12 $1,189,854 14,880 $70.90 $1,054,992 14,880 $80.12 $1,192,186 $137,194 13.00%
879 9.16 8,052 900 8.11 7,299 900 9.16 8,244 945 12.95%
5,508 36.92 203,359 5,748 32.67 187,787 5,748 36.92 212,216 24,429 13.01%
11,473 83.04 952,677 11,616 73.49 853,660 11,616 83.04 964,593 110,933 12.99%
3,804 147.62 561,523 3,840 130.64 501,658 3,840 147.62 566,861 65,203 13.00%
152 230.72 35,069 156 204.18 31,852 156 230.72 35,992 4,140 13.00%
72 332.71 23,955 72 294.43 21,199 72 33271 23,955 2,756 13.00%
0 479.07 0 0 423.96 0 0 479.07 0 0 0.00%
12 590.78 7,089 12 522.81 6,274 12 590.78 7,089 815 12.99%

0 - - 0
36,750 $2,981,578 37,224 $2,664,721 37,224 $3,011,136 $346,415 13.00%
3,138 $0.0000 $0 0 $5.0952 $0 0 $0.0000 $0 $0 0.00%
90,026 $49.16 $4,425,678 90,024 $39.90 $3,591,958 90,024 $49.16 $4,425,580 $833,622 23.21%
90,026 $4,425,678 90,024 $3,591,958 $4,425,580 $833,622 23.21%

(16,491) 0 0
$7,390,765 $6,256,679 $7,436,716 $1,180,037 18.86%




Witness Responsible: Melissa Schwarzell
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN ) Exhibit 37, Schedule M-3

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - KY American DR11.xIsx]Sch M

Base Period Base Period Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Current Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Change Change
1  Miscellaneous:
2 Minimum Charge:
3 5/8"Monthly 28 $13.63 $383 28 $13.63 $383 48 $13.63 $654 48 $13.63 $654 S0 0.00%
4 3/4" Monthly 0 $20.46 0 0 20.46 0 0 20.46 0 0 20.46 0 0 0.00%
5 1" Monthly 262 $34.07 8,930 262 34.07 8,930 288 34.07 9,812 288 34.07 9,812 0 0.00%
6  1-1/2" Monthly 0 $68.17 0 0 68.17 0 0 68.17 0 0 68.17 0 0 0.00%
7 2" Monthly 0 $109.04 0 0 109.04 0 0 109.04 0 0 109.04 0 0 0.00%
8 3" Monthly 177 $204.47 36,257 177 204.47 36,257 192 204.47 39,258 192 204.47 39,258 0 0.00%
9 4" Monthly 0 $340.77 0 0 340.77 0 0 340.77 0 0 340.77 0 0 0.00%
10 6" Monthly 0 $681.50 0 0 681.50 0 0 681.50 0 0 681.50 0 0 0.00%
11 8" Monthly 0 $1,090.40 0 0 1,090.40 0 0 1,090.40 0 0 1,090.40 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 8,171 $4.2975 $35,116 8,171 $3.3480 $27,357 3,153 $3.3480 $10,557 3,153 $3.3480 $10,557 $0 0.00%
18 Second Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
19  Third Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
23 Credits (2,284) 10 (2,284) 10 0 0 0 0 0 0.00%
24
25 Total 5,887 $72,937 3,153 $60,281 $0 0.00%




Witness Responsible: Linda Bridwell

Kentucky American Water Company

Forecast Year Operating Revenues at Present Rates vs Proposed Rates

Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

NORTH MIDDLETOWN

Page 24 of 39

KAW_R_PSCDR2_NUMO011_012519

Exhibit 37, Schedule M-2
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - North Middletown BD DR11.xIsx]Sch M

Line #

26

Class/
Description
Monthly Billing:

Residential
Commercial

Industrial

Other Public Authority
Sale for Resale
Private Fire Service:
Public Fire Service
Miscellaneous

Other Water Revenue
Total

Miscellaneous Revenues:
Other Water Revenue
Late Payment Fee
Rent
Rent 1/C
Collect for Others
NSF Check Charge
Application/Initiation Fee
Usage Data
Reconnect Fee
Miscellaneous Service
WW-Miscellaneous Service

Total Other Revenue

Total Revenue

Base Period at Present Rates

Sales
('000 Gal)

Total
Revenue

colococoocooooooo

Oooooooooo

Base Period at Proposed Rates

Sales
('000 Gal)

Total
Revenue

Test Year at Present Rates

Test Year at Proposed Rates

clococoooooooo

Sales Total

('000 Gal) Revenue
17,691 $250,158
1,313 22,553
0 0
0 0
37,074 169,772
0 0
0 19,152
0 0
0 0
56,079 $461,635
$0
0
0
0
0
0
0
0
0
0
0
$0
$461,635

Total Dollar Percentage
Revenue Change Change

$182,608 ($67,550) -27.00%
23,276 723 3.21%
0 0 0.00%
0 0 0.00%
180,952 11,180 6.59%
0 0 0.00%
23,597 4,445 23.21%
0 0 0.00%
0 0 0.00%
$410,433 ($51,202) -11.09%
$0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
0 0 0.00%
$0 S0 0.00%
$410,433 ($51,202) -11.09%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Linda Bridwell NORTH MIDDLETOWN (Resi ial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North Mi BD DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Residential:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $15.00 $0 4,668 $31.52 $147,135 4,668 $15.00 $70,020 ($77,115) -52.41%
4 3/4"Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6 1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2"Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $0.0000 $0 0 $6.3640 $0 9,336 $0.0000 $0 9,336 $6.3640 $59,414 $59,414 0.00%
18  Second Block 0 12.3300 0 0 6.3640 0 8,355 12.3300 103,023 8,355 6.3640 53,174 (49,849) -48.39%
19  Third Block 0 11.0700 0 0 6.3640 0 0 11.0700 0 0 6.3640 0 0 0.00%
20  Fourth Block 0 9.4800 0 0 6.3640 0 0 9.4800 0 0 6.3640 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0 0.00%
24

25 Total 17,691 $250,158 $182,608 ($67,550) -27.00%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Linda Bridwell NORTH MIDDLETOWN (Commercial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North Mi BD DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Commercial:
Minimum Charge:

3 5/8"Monthly 0 $28.79 $0 0 $15.00 $0 0 $28.79 $0 0 $15.00 S0 S0 0.00%
4 3/4"Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6 1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2"Monthly 0 28.79 0 0 119.50 0 132 28.79 3,800 132 119.50 15,774 11,974 315.11%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $0.0000 $0 0 $5.7120 $0 264 $0.0000 $0 264 $5.7120 $1,508 $1,508 0.00%
18  Second Block 0 17.8700 0 0 5.7120 0 396 17.8700 7,077 396 5.7120 2,262 (4,815) -68.04%
19  Third Block 0 17.8700 0 0 5.7120 0 653 17.8700 11,676 653 5.7120 3,732 (7,944) -68.04%
20  Fourth Block 0 17.8700 0 0 5.7120 0 0 17.8700 0 0 5.7120 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0 0.00%
24

25 Total 1,313 $22,553 $23,276 $723 3.21%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Linda Bridwell NORTH MIDDLETOWN (Industrial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North Mi BD DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Industrial:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $15.00 $0 0 $0.00 $0 0 $15.00 S0 S0 0.00%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2" Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8  3"Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 0 $0.0000 $0 0 $4.7500 $0 0 $0.0000 $0 0 $4.7500 $0 $0 0.00%
18 Second Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0.00%
24
25 Total 0 $0 $0 $0 0.00%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Linda Bridwell NORTH MIDDLETOWN (Other Public Authority) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North Mi BD DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1  Other Public Authority:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $15.00 $0 0 $0.00 $0 0 $15.00 S0 S0 0.00%
4 3/4"Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6 1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2"Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $0.0000 $0 0 $5.1910 $0 0 $0.0000 $0 0 $5.1910 $0 $0 0.00%
18  Second Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0 0.00%
24

25 Total 0 $0 50 50 0.00%




Witness Responsible: Linda Bridwell

Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates

Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
NORTH MIDDLETOWN (Sale for Resale)
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Exhibit 37, Schedule M-3

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North BD DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Sale for Resale:
2 Minimum Charge:
3 5/8"Monthly 0 $28.79 $0 0 $15.00 $0 0 $28.79 $0 0 $15.00 S0 S0 0.00%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2" Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8  3"Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 28.79 0 0 373.40 0 12 28.79 345 12 373.40 4,481 4,136 1198.84%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Owenton 0 0 0 0 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 0 $4.5700 $0 0 $4.7600 $0 37,074 $4.5700 $169,427 37,074 $4.7600 $176,471 $7,044 4.16%
18 Second Block 0 4.5700 0 0 4.7600 0 0 4.5700 0 0 4.7600 0 0 0.00%
19  Third Block 0 4.5700 0 0 4.7600 0 0 4.5700 0 0 4.7600 0 0 0.00%
20 Fourth Block 0 4.5700 0 0 4.7600 0 0 4.5700 0 0 4.7600 0 0 0.00%
21 Fifth Block 0 4.5700 0 0 4.7600 0 0 4.5700 0 0 4.7600 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
23 SFR-Intercompany 0 0 0 0.0000 0 0
24 Credits 0 0 0 0 0.0000 0 0 0 0 0.00%
25 Special Contract 0 0 0.0000 0 0 0.0000 $0 0 0.0000 $0
26 Total 0 $0 0 $0 37,074 $169,772 37,074 $180,952 $11,180 6.59%




Witness Responsible: Linda Bridwell

Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358

Kentucky American Water Company

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

NORTH MIDDLETOWN (Fire)
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Exhibit 37, Schedule M-3

Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North BD DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Number Number Number Number
Connection of Current Total of Proposed Total of Current Total of Proposed Total Dollar Percentage
Line # Size Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Change Change

1 Private Fire Service:
2 Hydrant 0 $0.00 $0 0 $80.12 $0 0 $70.90 $0 0 $80.12 $0 $0 0.00%
3 2" 0 0.00 0 0 $9.16 0 0 8.11 0 0 9.16 0 0 0.00%
4 4" 0 0.00 0 0 $36.92 0 0 32.67 0 0 36.92 0 0 0.00%
5 6" 0 0.00 0 0 $83.04 0 0 73.49 0 0 83.04 0 0 0.00%
6 8" 0 0.00 0 0 $147.62 0 0 130.64 0 0 147.62 0 0 0.00%
7 10" 0 0.00 0 0 $230.72 0 0 204.18 0 0 230.72 0 0 0.00%
8 12" 0 0.00 0 0 $332.71 0 0 294.43 0 0 33271 0 0 0.00%
9 14" 0 0.00 0 0 $479.07 0 0 423.96 0 0 479.07 0 0 0.00%
10 16" 0 0.00 0 0 $590.78 0 0 522.81 0 0 590.78 0 0 0.00%
11
12
13 Credits 0 0
14 Total 0 $0 0 $0 0 $0 0 $0 $0 0.00%
15
16 Volumetric Charges:
17  First Block 0 $0.0000 $0 0 $0.0000 $0 0 $0.0000 $0 0 $0.0000 $0 $0 0.00%
18
19
20  Public Fire Protection:
21 Public Fire Hydrants 0 $0.00 $0 0 $49.16 $0 480 $39.90 $19,152 480 $49.16 $23,597 $4,445 23.21%
22
23 S0 S0 480 $19,152 $23,597 $4,445 23.21%
24
25 Credits 0 0 0 0 0
26
27 Total Fire $0 $0 $19,152 $23,597 $4,445 23.21%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Linda Bridwell NORTH MIDDLETOWN (Mi: ) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - - North Mi BD DR11.xIsx]Sch M
Base Period Base Period Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Current Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Change Change

1 Miscellaneous:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $0.00 $0 0 $0.00 $0 0 $0.00 $0 S0 0.00%
4 3/4"Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
5 1"Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
6 1-1/2" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
7 2"Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
8 3" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
9 4" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
10 6" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
11 8" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $0.0000 $0 0 $3.3480 $0 0 $3.3480 $0 0 $3.3480 $0 $0 0.00%
18  Second Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
19  Third Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0 0 0.00%
24

25 Total 0 $0 50 50 0.00%
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Kentucky American Water Company
Forecast Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness ponsible: Melissa EASTERN ROCKCASTLE Exhibit 37, Schedule M-2
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Class/ Sales Total Sales Total Sales Total Sales Total Dollar Percentage

Line#  Description ('000 Gal) Revenue ('000 Gal) Revenue ('000 Gal) Revenue ('000 Gal) Revenue Change Change
1 Monthly Billing:
2
3 Residential 19,624 $303,895 19,624 $231,299 19,524 $309,177 19,524 $234,593 (574,584) -24.12%
4 Commercial 673 10,131 673 7,924 688 10,279 688 7,892 (2,387) -23.22%
5 Industrial 0 0 0 0 0 0 0 0 0 0.00%
6  Other Public Authority 0 0 0 0 0 0 0 0 0 0.00%
7 Sale for Resale 0 0 0 0 0 0 0 0 0 0.00%
8  Private Fire Service: 0 0 0 0 0 0 0 0 0 0.00%
9  PublicFire Service 0 0 0 0 0 0 0 0 0 0.00%
10 Miscellaneous 0 165 0 165 0 0 0 0 0 0.00%
11 Other Water Revenue 0 0 0 0 0 0 0 0 0 0.00%
12 Total 20,297 $314,191 20,297 $239,388 20,213 $319,456 20,213 $242,485 ($76,971) -24.09%
13
14 Miscellaneous Revenues:
15 Other Water Revenue $ - $0 $0 $0 0 0.00%
16 Late Payment Fee 2,469 2,469 2,939 2,939 0 0.00%
17 Rent 0 0 0 0 0 0.00%
18 Rent 1/C 0 0 0 0 0 0.00%
19 Collect for Others 0 0 0 0 0 0.00%
20 NSF Check Charge 0 0 0 0 0 0.00%
21 Application/Initiation Fee 1,736 1,736 1,736 1,736 0 0.00%
22 Usage Data 0 0 0 0 0 0.00%
23 Reconnect Fee 224 224 0 0 0 0.00%
24 Miscellaneous Service 0 0 0 0 0 0.00%
25 WW-Miscellaneous Service 0 0 0 0 0 0.00%
26 Total Other Revenue S 4,429 $4,429 $4,675 $4,675 0 0.00%
27
28 Total Revenue $ 318,620 $243,817 $324,131 $247,160 ($76,971) -23.75%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa EASTERN ROCKCASTLE (| ial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Residential:
2 Minimum Charge:
3 5/8"Monthly 7,206 28.28 $203,795 7,206 $15.00 $108,095 7,356 $28.28 $208,028 7,356 $15.00 $110,340 ($97,688) -46.96%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2" Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8  3"Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 10,752 $0.0000 $0 10,752 $6.3640 $68,423 10,752 $0.0000 $0 10,752 $6.3640 $68,423 $68,423 0.00%
18 Second Block 8,773 11.53 101,149 8,773 6.3640 55,830 8,773 11.5300 101,149 8,773 6.3640 55,830 (45,319) -44.80%
19  Third Block 0 0.00 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
20 Fourth Block 0 0.00 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
21 Fifth Block 0 0.00 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
22 Sixth Block 0 0.00 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
23 Credits 100 (1,049) 100 (1,049) 0 0 0 0 0.00%
24
25 Total 19,524 $309,177 $234,593 ($74,584) -24.12%




Kentucky American Water Company

Test Year Operating Revenues at Present Rates vs Proposed Rates

Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness Responsible: Melissa EASTERN ROCKCASTLE (Commercial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Commercial:
2 Minimum Charge:
3 5/8"Monthly 231 $28.28 $6,528 231 $15.00 $3,462 264 $28.28 $7,466 264 $15.00 $3,960 ($3,506) -46.96%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2" Monthly 4 178.17 790 4 119.50 530 0 178.17 0 0 119.50 0 0 0.00%
8  3"Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 444 $0.0000 $0 444 $5.7120 $2,538 444 $0.0000 $0 444 $5.7120 $2,538 $2,538 0.00%
18 Second Block 244 11.5300 2,813 244 5.7120 1,394 244 11.5300 2,813 244 5.7120 1,394 (1,419) -50.44%
19  Third Block 0 11.5300 0 0 5.7120 0 0 11.5300 0 0 5.7120 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
23 Credits (15) 0 (15) 0 0 0 0 0 0.00%
24
25 Total 688 $10,279 $7,892 (52,387) -23.22%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa EASTERN ROCKCASTLE (Industrial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1  Industrial:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $15.00 $0 0 $0.00 $0 0 $15.00 S0 S0 0.00%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2" Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8  3"Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 0 $0.0000 $0 0 $4.7500 $0 0 $0.0000 $0 0 $4.7500 $0 $0 0.00%
18 Second Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0.00%
24
25 Total 0 $0 $0 $0 0.00%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa EASTERN ROCKCASTLE (Other Public Authority) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1  Other Public Authority:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $15.00 $0 0 $0.00 $0 0 $15.00 S0 S0 0.00%
4 3/4"Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6 1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2"Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $4.3466 $0 0 $5.1910 $0 0 $0.0000 $0 0 $5.1910 $0 $0 0.00%
18  Second Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
23 Credits 0 0 0 0 0 0 0 0 0.00%
24

25 Total 0 $0 50 50 0.00%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa EASTERN ROCKCASTLE (Sale for Resale) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Sale for Resale:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $15.00 $0 0 $0.00 $0 0 $15.00 S0 S0 0.00%
4 3/4"Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6 1-1/2" Monthly 0 0.00 0 0 74.70 0 0 0.00 0 0 74.70 0 0 0.00%
7 2"Monthly 0 0.00 0 0 119.50 0 0 0.00 0 0 119.50 0 0 0.00%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 0 0.00 0 0 746.70 0 0 0.00 0 0 746.70 0 0 0.00%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Owenton 0 0 0 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $0.0000 $0 0 $4.7600 $0 0 $0.0000 $0 0 $4.7600 $0 $0 0.00%
18  Second Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
23 SFR-Intercompany 0 0.0000 0 0 0.0000 0 0.0000 0 0

24 Credits 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0 0 0.00%
25 Special Contract 0 0.0000 0 0 0.0000 0 0 $0.0000 0 0 0.0000 $0

26 Total 0 $0 0 $0 0 $0 0 $0 $0 0.00%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa EASTERN ROCKCASTLE (Fire) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Number Number Number Number
Connection of Current Total of Proposed Total of Current Total of Proposed Total Dollar Percentage
Line # Size Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Change Change
1 Private Fire Service:
Hydrant 0 $0.00 $0 0 $80.12 $0 0 $0.00 $0 0 $80.12 $0 $0 0.00%
3 2" 0 0.00 0 0 9.16 0 0 0.00 0 0 9.16 0 0 0.00%
4 4" 0 0.00 0 0 36.92 0 0 0.00 0 0 36.92 0 0 0.00%
5 6" 0 0.00 0 0 83.04 0 0 0.00 0 0 83.04 0 0 0.00%
6 8" 0 0.00 0 0 147.62 0 0 0.00 0 0 147.62 0 0 0.00%
7 10" 0 0.00 0 0 230.72 0 0 0.00 0 0 230.72 0 0 0.00%
8 12" 0 0.00 0 0 33271 0 0 0.00 0 0 33271 0 0 0.00%
9 14" 0 0.00 0 0 479.07 0 0 0.00 0 0 479.07 0 0 0.00%
10 16" 0 0.00 0 0 590.78 0 0 0.00 0 0 590.78 0 0 0.00%
11
12
13 Credits 0 0
14 Total 0 $0 0 $0 0 $0 0 $0 $0 0.00%
15 - - -
16 Volumetric Charges:
17  First Block 0 $0.0000 $0 0 $0.0000 $0 0 $0.0000 $0 0 $0.0000 $0 $0 0.00%
18
19
20  Public Fire Protection:
21 Public Fire Hydrants 0 $0.00 $0 0 $49.16 $0 0 $39.90 $0 0 $49.16 $0 S0 0.00%
22
23 S0 S0 0 S0 30 S0 0.00%
24 - - -
25 Credits 0 0 0 0 0
26

27 Total Fire S0 S0 S0 S0 S0 0.00%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness Responsible: Melissa EASTERN ROCKCASTLE (Mi: ) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO011\[KAWC 2018 Rate Case - Revenue - E. Rockcastle DR11.xIsx]Sch M
Base Period Base Period Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Current Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line#  Description Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Change Change

1 Miscellaneous:
Minimum Charge:

3 5/8"Monthly 0 $0.00 $0 0 $0.00 $0 0 $0.00 $0 0 $0.00 $0 S0 0.00%
4 3/4"Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
5 1"Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
6 1-1/2" Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
7 2"Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
8 3" Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
10 6" Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
11 8" Monthly 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 0 $4.2975 $0 0 $0.0000 $0 0 $0.0000 $0 0 $0.0000 $0 $0 0.00%
18  Second Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
19  Third Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
23 Credits 0 165 0 165 0 0 0 0 0 0.00%
24

25 Total 0 $0 50 50 0.00%
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

12. Refer to the application, Exhibit 37, Schedule N, typical bill comparison under present
and proposed rates. Provide a revised Schedule N for all customer classes and service
areas that reflect the current rates as prescribed in Kentucky-American’s current tariff on
file with the Commission.

Response:

Please see the clarifications below, which aim to explain Exhibit 37, Schedule N as filed
in the original application. The current tariff on file with the Commission is reflected on
all pages of this schedule except for the pages that include the North Middletown
customers. Those pages reflect the rates provided in the North Middletown adoption
notice filed December 21, 2018.

Exhibit 37, | Customer Groups Uses the current tariff on file with the
Schedule N Commission?
Pages
2-7 All customers (including North | Yes, blended from tariff sheets No. 29,
Middletown) 30, 31, and 33, as well as the current
rates being used by North Middletown
(as provided in the adoption notice)
8-13 All current single tariff Yes, from Tariff Sheets No. 29, 31, and
customers 33
14-15 Eastern Rockcastle Yes, from Tariff Sheet No. 30
16-18 North Middletown Uses the current rates being used by
North Middletown (as provided in the
adoption notice) except for public fire,
for which Tariff Sheet No. 33 was used.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell
13. Refer to the application, Exhibit 37, Schedule M-2.

a. Explain why the present rates for both the test period and base period are not the
same for each customer class, as well as why these present rates are not reflective
of what is prescribed in Kentucky-American’s current tariffs on file with the
Commission.

b. File a revised Schedule M-2 for all customer classes and service areas using the
current rates from Kentucky-American’s tariff for both the test period and base
period present rates.

Response:

a. There are a few reasons the rates are not the same between the base and test
period for all classes and customer groups shown on Exhibit 37, Schedule M-2
Please see clarifications below:

e All Customers Except Eastern Rockcastle and North Middletown (the
single tariff group, on pp 15 — 22)

o Timing: For these customers, the base year is a blend of rates,
while the test year is all at the rates authorized in Case No. 2018-
00042. The base year is blended because it contains six months of
actual data ending August 2018 (which was tariffed at the rates
authorized in Case No. 2015-00418) and six months of forecasted
data ending February 2019 (which was forecasted at the tariffed
rates made effective September 1, 2018 in Case No. 2018-00042).

e All Customers (pp 7-14)

o0 This schedule, which combines all of the rates for the Eastern
Rockcastle, North Middletown, and current single tariff group,
varies between the base and forecasted period for two reasons

= Timing for the single tariff group, as described above
= Acquisition: the test year prices include the addition of the
North Middletown group, which effects the overall blended
rate.
e Eastern Rockcastle (pp. 23-30): rates do not change between the base and
test year
e North Middletown (pp. 31-38): rates are shown only for the test year, due
to acquisition at end of base year

The rates used on these schedules are the tariffed rates for the various time
periods of the base and forecasted test period for the single tariff group and the
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Eastern Rockcastle group. The rates for the North Middletown group are those
provided with the adoption notice filed December 21, 2018.

As noted in response to part a of this question, the M-2 schedules for North
Middletown and Eastern Rockcastle, as originally filed, used only the current
rates for those customers. The Company presumes with this clarification that no
revision is required. For the other two groups “All Customers Except Eastern
Rockcastle and North Middletown” and “All Customers”), revised schedules are
attached. The M-2 schedule for “All Customers Except Eastern Rockcastle and
North Middletown” (the single tariff group) now shows the base period only at
the tariffed rates made effective September 1, 2018 in Case No. 2018-00042 and
eliminates the amount on line 11 which reflected base period deferrals and
amortizations associated with the Tax Cuts and Jobs Act. The M-2 schedule for
“All Customers” now combines the original Eastern Rockcastle and North
Middletown schedules with this revised “All Customers Except Eastern
Rockcastle and North Middletown” to arrive at the results for “All Customers”.
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Kentucky American Water Company
Forecast Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN
REVISED BASE PERIOD TO SHOW GROUP AT 9/1/18 RATES

Witness ible: Melissa AND WITH NO TCJA DEFERRALS OR AMORTIZATIONS ON LINE 11 Exhibit 37, Schedule M-2
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Class/ Sales Total Sales Total Sales Total Sales Total Dollar Percentage

Line#  Description ('000 Gal) Revenue ('000 Gal) Revenue ('000 Gal) Revenue ('000 Gal) Revenue Change Change
1  Monthly Billing:
2
3 Residential 5,607,871 $46,709,235 5,607,871 $57,698,575 5,594,439 $46,991,859 5,594,439 $58,042,434 $11,050,575 23.52%
4 Commercial 3,747,824 21,362,594 3,747,824 26,703,421 3,796,367 21,631,116 3,796,367 27,036,880 5,405,764 24.99%
5 Industrial 651,882 2,646,940 651,882 3,258,199 617,725 2,515,892 617,725 3,095,858 579,966 23.05%
6  Other Public Authority 1,119,903 5,456,726 1,119,903 6,821,432 1,165,872 5,703,375 1,165,872 7,123,901 1,420,526 24.91%
7  Sale for Resale 448,274 1,786,325 448,274 2,181,405 389,754 1,541,317 389,754 1,897,359 356,042 23.10%
8  Private Fire Service: 3,138 2,652,408 3,138 2,981,578 0 2,664,721 0 3,011,136 346,415 13.00%
9  Public Fire Service 0 3,575,546 0 4,409,187 0 3,591,958 0 4,425,580 833,622 23.21%
10 Miscellaneous 5,887 72,937 5,887 72,937 3,153 60,281 3,153 60,281 0 0.00%
11 Other Water Revenue 0 0 0 0 0 0 0 0 0 0.00%
12 Total 11,584,778 $84,262,711 11,584,778 $104,126,733 11,567,310 84,700,519 11,567,310 $104,693,429 $19,992,910 23.60%
13
14  Miscellaneous Revenues:
15 Other Water Revenue - S0 $0 $0 0 0.00%
16 Late Payment Fee 795,958 795,958 781,545 781,545 0 0.00%
17 Rent 96,878 96,878 96,878 96,878 0 0.00%
18 Rent I/C 154,930 154,930 154,930 154,930 0 0.00%
19 Collect for Others 0 0 0 0 0 0.00%
20 NSF Check Charge 30,804 30,804 30,840 30,840 0 0.00%
21 Application/Initiation Fee 763,945 763,945 763,945 763,945 0 0.00%
22 Usage Data 47,194 47,194 51,538 51,538 0 0.00%
23 Reconnect Fee 582,885 582,885 598,864 598,864 0 0.00%
24 Miscellaneous Service 0 0 0 0 0 0.00%
25 WW-Miscellaneous Service 0 0 0 0 0 0.00%
26 Total Other Revenue 2,472,594 $2,472,594 $2,478,539 $2,478,539 $S0 0.00%
27
28 Total Revenue $106,599,327 $87,179,058 $107,171,968 $19,992,910 22.93%



Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Residential) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Residential:
2 Minimum Charge:
3 5/8"Monthly 1,404,177 $12.49 $17,538,171 1,404,177 $15.00 $21,062,655 1,419,565 $12.49 $17,730,367 1,419,565 $15.00 $21,293,475 $3,563,108 20.10%
4 3/4" Monthly 4 18.74 82 4 22.40 99 0 18.74 0 0 22.40 0 0 0.00%
5 1" Monthly 23,800 31.23 743,259 23,800 37.30 887,721 24,807 31.23 774,723 24,807 37.30 925,301 150,578 19.44%
6 1-1/2" Monthly 156 62.45 9,747 156 74.70 11,659 156 62.45 9,742 156 74.70 11,653 1,911 19.62%
7 2" Monthly 1,415 99.92 141,366 1,415 119.50 169,068 1,404 99.92 140,288 1,404 119.50 167,778 27,490 19.60%
8 3" Monthly 0 187.35 0 0 224.00 0 0 187.35 0 0 224.00 0 0 0.00%
9 4" Monthly 0 312.25 0 0 373.40 0 0 312.25 0 0 373.40 0 0 0.00%
10 6" Monthly 36 624.50 22,482 36 746.70 26,881 36 624.50 22,482 36 746.70 26,881 4,399 19.57%
11 8" Monthly 12 999.20 11,990 12 1,194.70 14,336 12 999.20 11,990 12 1,194.70 14,336 2,346 19.57%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 5,581,623 $5.0590 $28,237,430 5,581,623 $6.3640 $35,521,448 5,594,439 $5.0590 $28,302,267 5,594,439 $6.3640 $35,603,010 $7,300,743 25.80%
18 Second Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
19  Third Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
23 Credits 26,248 4,708 26,248 4,708 0 0 0 0 0.00%
24
25 Total 5,607,871 $57,698,575 5,594,439 $58,042,434 $11,050,575 23.52%




Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Commercial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Commercial:
2 Minimum Charge:
3 5/8"Monthly 55,178 $13.63 $752,071 55,178 $15.00 $827,664 54,975 $13.63 $749,309 54,975 $15.00 $824,625 $75,316 10.05%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 29,049 34.07 989,698 29,049 37.30 1,083,526 29,094 34.07 991,233 29,094 37.30 1,085,206 93,973 9.48%
6 1-1/2" Monthly 2,128 68.17 145,043 2,128 74.70 158,937 2,112 68.17 143,975 2,112 74.70 157,766 13,791 9.58%
7 2" Monthly 23,916 109.04 2,607,762 23,916 119.50 2,857,920 23,968 109.04 2,613,471 23,968 119.50 2,864,176 250,705 9.59%
8 3" Monthly 12 204.47 2,454 12 224.00 2,688 12 204.47 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 366 340.77 124,583 366 373.40 136,512 360 340.77 122,677 360 373.40 134,424 11,747 9.58%
10 6" Monthly 171 681.50 116,796 171 746.70 127,970 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 132 1,090.40 143,631 132 1,194.70 157,370 132 1,090.40 143,933 132 1,194.70 157,700 13,767 9.56%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 3,746,368 $4.4120 $16,528,974 3,746,368 $5.7120 $21,399,252 3,796,367 $4.4120 $16,749,572 3,796,367 $5.7120 $21,684,849 $4,935,277 29.47%
18 Second Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
23 Credits 1,456 (48,418) 1,456 (48,418) 0 0 0 0 0.00%
24
25 Total 3,747,824 $26,703,421 3,796,367 $27,036,880 $5,405,764 24.99%




Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Industrial) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1  Industrial:
2 Minimum Charge:
3 5/8"Monthly 77 $13.63 $1,050 77 $15.00 $1,155 72 $13.63 $981 72 $15.00 $1,080 $99 10.09%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 48 34.07 1,635 48 37.30 1,790 48 34.07 1,635 48 37.30 1,790 155 9.48%
6 1-1/2" Monthly 24 68.17 1,636 24 74.70 1,793 24 68.17 1,636 24 74.70 1,793 157 9.60%
7 2" Monthly 264 109.04 28,767 264 119.50 31,527 264 109.04 28,787 264 119.50 31,548 2,761 9.59%
8 3" Monthly 0 204.47 0 0 224.00 0 0 204.47 0 0 224.00 0 0 0.00%
9 4" Monthly 120 340.77 40,892 120 373.40 44,808 120 340.77 40,892 120 373.40 44,808 3,916 9.58%
10 6" Monthly 108 681.50 73,602 108 746.70 80,644 108 681.50 73,602 108 746.70 80,644 7,042 9.57%
11 8" Monthly 0 1,090.40 0 0 1,194.70 0 0 1,090.40 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 651,882 $3.8340 $2,499,316 651,882 $4.7500 $3,096,440 617,725 $3.8340 $2,368,359 617,725 $4.7500 $2,934,195 $565,836 23.89%
18 Second Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
23 Credits 0 42 0 42 0 0 0 0.00%
24
25 Total 651,882 $3,258,199 617,725 $3,095,858 $579,966 23.05%




Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Other Public Authority) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1  Other Public Authority:
2 Minimum Charge:
3 5/8"Monthly 1,582 $13.63 $21,561 1,582 $15.00 $23,728 1,500 $13.63 $20,445 1,500 $15.00 $22,500 $2,055 10.05%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 2,128 34.07 72,515 2,128 37.30 79,390 2,184 34.07 74,409 2,184 37.30 81,463 7,054 9.48%
6 1-1/2" Monthly 355 68.17 24,203 355 74.70 26,521 384 68.17 26,177 384 74.70 28,685 2,508 9.58%
7 2" Monthly 4,705 109.04 513,086 4,705 119.50 562,305 4,860 109.04 529,934 4,860 119.50 580,770 50,836 9.59%
8 3" Monthly 12 204.47 2,454 12 224.00 2,688 12 204.47 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 526 340.77 179,184 526 373.40 196,342 540 340.77 184,016 540 373.40 201,636 17,620 9.58%
10 6" Monthly 146 681.50 99,499 146 746.70 109,018 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 24 1,090.40 26,170 24 1,194.70 28,673 24 1,090.40 26,170 24 1,194.70 28,673 2,503 9.56%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 1,120,135 $4.0530 $4,539,907 1,120,135 $5.1910 $5,814,620 1,165,872 $4.0530 $4,725,278 1,165,872 $5.1910 $6,052,040 $1,326,762 28.08%
18 Second Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
19 Third Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
23 Credits (232) (21,853) (232) (21,853) 0 0 0 0 0.00%
24
25 Total 1,119,903 $6,821,432 1,165,872 $7,123,901 $1,420,526 24.91%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness ible: Melissa Sck ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Sale for Resale) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Sale for Resale:
Minimum Charge:

3 5/8"Monthly 0 $13.63 $S0 0 $15.00 $0 0 $13.63 $0 0 $15.00 $0 N 0.00%
4 3/4" Monthly 0 20.46 0 0 22.40 0 0 20.46 0 0 22.40 0 0 0.00%
5 1" Monthly 0 34.07 0 0 37.30 0 0 34.07 0 0 37.30 0 0 0.00%
6 1-1/2" Monthly 54 68.17 3,681 54 74.70 4,034 60 68.17 4,090 60 74.70 4,482 392 9.58%
7 2" Monthly 58 109.04 6,285 58 119.50 6,887 48 109.04 5,234 48 119.50 5,736 502 9.59%
8 3" Monthly 0 204.47 0 0 224.00 0 0 204.47 0 0 224.00 0 0 0.00%
9 4" Monthly 54 340.77 18,413 54 373.40 20,176 60 340.77 20,446 60 373.40 22,404 1,958 9.58%
10 6" Monthly 49 681.50 33,515 49 746.70 36,722 48 681.50 32,712 48 746.70 35,842 3,130 9.57%
11 8" Monthly 0 1,090.40 0 0 1,194.70 0 0 1,090.40 0 0 1,194.70 0 0 0.00%
12 Owenton 0 0 0 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 437,975 $3.8370 $1,680,509 437,975 $4.7600 $2,084,760 379,262 $3.8370 $1,455,229 379,262 $4.7600 $1,805,289 $350,060 24.06%
18 Second Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
23 SFR-Intercompany 0 0.0000 15,096 0 0.0000 0 0.0000 0 0

24 Credits 0 0.0000 5,654 0 0.0000 5,654 0 0.0000 0 0 0 0 0.00%
25 Special Contract 10,299 2.2500 23,172 10,299 2.2500 23,172 10,491 $2.2500 $23,606 10,491 2.2500 $23,606

26 Total 448,274 $1,786,325 448,274 $2,181,405 389,754 $1,541,317 389,754 $1,897,359 $356,042 23.10%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness ible: Melissa ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Fire) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Number Number Number Number
Connection of Current Total of Proposed Total of Current Total of Proposed Total Dollar Percentage

Line # Size Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Change Change
1  Private Fire Service:
2 Hydrant 14,851 $70.90 $1,052,929 14,851 $80.12 $1,189,854 14,880 $70.90 $1,054,992 14,880 $80.12 $1,192,186 $137,194 13.00%
3 2" 879 8.11 7,129 879 9.16 8,052 900 8.11 7,299 900 9.16 8,244 945 12.95%
4 4" 5,508 32.67 179,949 5,508 36.92 203,359 5,748 32.67 187,787 5,748 36.92 212,216 24,429 13.01%
5 6" 11,473 73.49 843,115 11,473 83.04 952,677 11,616 73.49 853,660 11,616 83.04 964,593 110,933 12.99%
6 8" 3,804 130.64 496,934 3,804 147.62 561,523 3,840 130.64 501,658 3,840 147.62 566,861 65,203 13.00%
7 10" 152 204.18 31,035 152 230.72 35,069 156 204.18 31,852 156 230.72 35,992 4,140 13.00%
8 12" 72 294.43 21,199 72 33271 23,955 72 294.43 21,199 72 332.71 23,955 2,756 13.00%
9 14" 0 423.96 0 0 479.07 0 0 423.96 0 0 479.07 0 0 0.00%
10 16" 12 522.81 6,274 12 590.78 7,089 12 522.81 6,274 12 590.78 7,089 815 12.99%
11
12
13 Credits 0 0
14 Total 36,750 $2,638,564 36,750 $2,981,578 37,224 $2,664,721 37,224 $3,011,136 $346,415 13.00%
15
16  Volumetric Charges:
17  First Block 3,138 $4.4120 $13,844 3,138 $0.0000 $0 0 $4.4120 $0 0 $0.0000 $0 $0 0.00%
18
19
20 Public Fire Protection:
21 Public Fire Hydrants 90,026 $39.90 $3,592,037 90,026 $49.16 $4,425,678 90,024 $39.90 $3,591,958 90,024 $49.16 $4,425,580 $833,622 23.21%
22
23 $3,592,037 90,026 $4,425,678 90,024 $3,591,958 $4,425,580 $833,622 23.21%
24
25  Credits 3,098 (16,491) (16,491) 0 0
26
27  Total Fire $6,227,954 $7,390,765 $6,256,679 $7,436,716 $1,180,037 18.86%




Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates

Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa ] ALL CUSTOMERS EXCEPT EASTERN ROCKCASTLE AND NORTH MIDDLETOWN (Miscellaneous) Exhibit 37, Schedule M-3
Discovery\PSC\Support\PSCDR2_NUMO013\[KAWC 2018 Rate Case - Revenue - KY American.xlsx]Sch M
Base Period Base Period Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Current Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line#  Description Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Change Change
1 Miscellaneous:
2 Minimum Charge:
3 5/8"Monthly 28 $13.63 $383 28 $13.63 $383 48 $13.63 $654 48 $13.63 $654 N 0.00%
4 3/4" Monthly 0 $20.46 0 0 20.46 0 0 20.46 0 0 20.46 0 0 0.00%
5 1" Monthly 262 $34.07 8,930 262 34.07 8,930 288 34.07 9,812 288 34.07 9,812 0 0.00%
6 1-1/2" Monthly 0 $68.17 0 0 68.17 0 0 68.17 0 0 68.17 0 0 0.00%
7 2" Monthly 0 $109.04 0 0 109.04 0 0 109.04 0 0 109.04 0 0 0.00%
8 3" Monthly 177 $204.47 36,257 177 204.47 36,257 192 204.47 39,258 192 204.47 39,258 0 0.00%
9 4" Monthly 0 $340.77 0 0 340.77 0 0 340.77 0 0 340.77 0 0 0.00%
10 6" Monthly 0 $681.50 0 0 681.50 0 0 681.50 0 0 681.50 0 0 0.00%
11 8" Monthly 0 $1,090.40 0 0 1,090.40 0 0 1,090.40 0 0 1,090.40 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16 Volumetric Charges:
17  First Block 8,171 $3.3480 $27,357 8,171 $3.3480 $27,357 3,153 $3.3480 $10,557 3,153 $3.3480 $10,557 S0 0.00%
18 Second Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
19  Third Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
23 Credits (2,284) 10 (2,284) 10 0 0 0 0 0 0.00%
24
25 Total 5,887 $72,937 3,153 $60,281 $0 0.00%
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Witness ible: Melissa Sck ] AND NO TCJA DEFERRALS OR AMORTIZATIONS ON LINE 11 Exhibit 37, Schedule M-2
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Class/ Sales Total Sales Total Sales Total Sales Total Dollar Percentage

Line # Description ('000 Gal) Revenue ('000 Gal) Revenue ('000 Gal) Revenue ('000 Gal) Revenue Change Change
1  Monthly Billing:
2
3 Residential 5,627,495 $47,013,130 5,627,495 $57,929,874 5,631,655 $47,551,194 5,631,655 $58,459,636 $10,908,442 22.94%
4 Commercial 3,748,497 21,372,725 3,748,497 26,711,346 3,798,369 21,663,948 3,798,369 27,068,049 5,404,101 24.95%
5  Industrial 651,882 2,646,940 651,882 3,258,199 617,725 2,515,892 617,725 3,095,858 579,966 23.05%
6  Other Public Authority 1,119,903 5,456,726 1,119,903 6,821,432 1,165,872 5,703,375 1,165,872 7,123,901 1,420,526 24.91%
7  Sale for Resale 448,274 1,786,325 448,274 2,181,405 426,827 1,711,089 426,827 2,078,310 367,221 21.46%
8  Private Fire Service: 3,138 2,652,408 3,138 2,981,578 0 2,664,721 0 3,011,136 346,415 13.00%
9  Public Fire Service 0 3,575,546 0 4,409,187 0 3,611,110 0 4,449,177 838,067 23.21%
10 Miscellaneous 5,887 73,102 5,887 73,101 3,153 60,281 3,153 60,281 0 0.00%
11  Other Water Revenue 0 0 0 0 0 0 0 0 0 0.00%
12 Total 11,605,075 $84,576,902 11,605,075 $104,366,122 11,643,601 $85,481,610 11,643,601 $105,346,348 $19,864,738 23.24%
13
14  Miscellaneous Revenues:
15 Other Water Revenue - $0 $0 $0 0 0.00%
16 Late Payment Fee 798,427 798,427 784,484 784,484 0 0.00%
17 Rent 96,878 96,878 96,878 96,878 0 0.00%
18 Rent I/C 154,930 154,930 154,930 154,930 0 0.00%
19 Collect for Others 0 0 0 0 0 0.00%
20 NSF Check Charge 30,804 30,804 30,840 30,840 0 0.00%
21 Application/Initiation Fee 765,681 765,681 765,681 765,681 0 0.00%
22 Usage Data 47,194 47,194 51,538 51,538 0 0.00%
23 Reconnect Fee 583,109 583,109 598,864 598,864 0 0.00%
24 Miscellaneous Service 0 0 0 0 0 0.00%
25 WW-Miscellaneous Service 0 0 0 0 0 0.00%
26  Total Other Revenue 2,477,023 $2,477,023 $2,483,215 $2,483,215 $0 0.00%
27
28  Total Revenue 87,053,925 $106,843,144 $87,964,825 $107,829,563 $19,864,738 22.58%




Kentucky American Water Company

Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa Il ALL CUSTOMERS (Residential) Exhibit 37, Schedule M-3
0
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1  Residential:
2 Minimum Charge:
3 5/8" Monthly 1,411,383 $12.57 $17,741,966 1,411,383 $15.00 $21,170,750 1,431,589 $12.63  $18,085,530 1,431,589 $15.00 $21,473,835 $3,388,305 18.73%
4 3/4" Monthly 4 18.64 82 4 22.40 99 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 23,800 31.23 743,259 23,800 37.30 887,721 24,807 31.23 774,723 24,807 37.30 925,301 150,578 19.44%
6  1-1/2" Monthly 156 62.45 9,747 156 74.70 11,659 156 62.45 9,742 156 74.70 11,653 1,911 19.62%
7 2" Monthly 1,415 99.92 141,366 1,415 119.50 169,068 1,404 99.92 140,288 1,404 119.50 167,778 27,490 19.60%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 0 0.00 0 0 373.40 0 0 0.00 0 0 373.40 0 0 0.00%
10 6" Monthly 36 624.50 22,482 36 746.70 26,881 36 624.50 22,482 36 746.70 26,881 4,399 19.57%
11 8" Monthly 12 999.17 11,990 12 1,194.70 14,336 12 999.17 11,990 12 1,194.70 14,336 2,346 19.57%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 5,592,375 $5.0493 $28,237,430 5,592,375 $6.3640 $35,589,871 5,614,527 $5.0409  $28,302,267 5,614,527 $6.3640 $35,730,848 $7,428,581 26.25%
18 Second Block 8,773 $11.5299 101,149 8,773 6.3640 55,830 17,128 11.9202 204,172 17,128 6.3640 109,004 (95,168) -46.61%
19  Third Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 6.3640 0 0 0.0000 0 0 6.3640 0 0 0.00%
23 Credits 26,348 3,659 26,348 3,659 0 0 0 0 0.00%
24
25 Total 5,631,655 $47,551,194 $58,459,636 $10,908,442 22.94%




Kentucky American Water Company

Test Year Operating Revenues at Present Rates vs Proposed Rates

Case No. 2018-00358

Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa 1l ALL CUSTOMERS (Commercial) Exhibit 37, Schedule M-3
0
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1 Commercial:
2 Minimum Charge:
3 5/8" Monthly 55,408 $13.69 $758,599 55,408 $15.00 $831,127 55,239 $13.70 $756,775 55,239 $15.00 $828,585 $71,810 9.49%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 29,049 34.07 989,698 29,049 37.30 1,083,526 29,094 34.07 991,233 29,094 37.30 1,085,206 93,973 9.48%
6  1-1/2" Monthly 2,128 68.17 145,043 2,128 74.70 158,937 2,112 68.17 143,975 2,112 74.70 157,766 13,791 9.58%
7 2" Monthly 23,920 109.05 2,608,552 23,920 119.50 2,858,450 24,100 108.60 2,617,271 24,100 119.50 2,879,950 262,679 10.04%
8 3" Monthly 12 204.50 2,454 12 224.00 2,688 12 204.50 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 366 340.37 124,583 366 373.40 136,512 360 340.77 122,677 360 373.40 134,424 11,747 9.58%
10 6" Monthly 171 681.50 116,796 171 746.70 127,970 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 132 1,090.40 143,631 132 1,194.70 157,370 132 1,090.40 143,933 132 1,194.70 157,700 13,767 9.56%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 3,746,812 $4.4115 $16,528,974 3,746,812 $5.7120 $21,401,790 3,797,076 $4.4112  $16,749,572 3,797,076 $5.7120 $21,688,896 $4,939,324 29.49%
18 Second Block 244 11.5293 2,813 244 5.7120 1,394 640 15.4535 9,890 640 5.7120 3,656 (6,234) -63.03%
19  Third Block 0 0.0000 0 0 5.7120 0 653 17.8696 11,676 653 5.7120 3,732 (7,944) -68.04%
20 Fourth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.7120 0 0 0.0000 0 0 5.7120 0 0 0.00%
23 Credits 1,441 (48,418) 1,441 (48,418) 0 0 0 0 0.00%
24
25  Total 3,798,369 $21,663,948 $27,068,049 $5,404,101 24.95%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness ible: Melissa Sct 1l ALL CUSTOMERS (Industrial) Exhibit 37, Schedule M-3
0
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage
Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change

1 Industrial:
Minimum Charge:

3 5/8"Monthly 77 $13.64 $1,050 77 $15.00 $1,155 72 $13.64 $981 72 $15.00 $1,080 $99 10.09%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1"Monthly 48 34.06 1,635 48 37.30 1,790 48 34.06 1,635 48 37.30 1,790 155 9.48%
6 1-1/2" Monthly 24 68.17 1,636 24 74.70 1,793 24 68.17 1,636 24 74.70 1,793 157 9.60%
7 2" Monthly 264 109.04 28,767 264 119.50 31,527 264 109.04 28,787 264 119.50 31,548 2,761 9.59%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 120 340.77 40,892 120 373.40 44,808 120 340.77 40,892 120 373.40 44,808 3,916 9.58%
10 6" Monthly 108 681.50 73,602 108 746.70 80,644 108 681.50 73,602 108 746.70 80,644 7,042 9.57%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Surcharge 0 0.00%
13

14

15

16  Volumetric Charges:

17  First Block 651,882 $3.8340 $2,499,316 651,882 $4.7500 $3,096,440 617,725 $3.8340  $2,368,359 617,725 $4.7500 $2,934,195 $565,836 23.89%
18  Second Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
20  Fourth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
21 Fifth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7500 0 0 0.0000 0 0 4.7500 0 0 0.00%
23 Credits 0 42 0 42 0 0 0 0.00%
24

25 Total 617,725 $2,515,892 $3,095,858 $579,966 23.05%




Kentucky American Water Company

Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020
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Witness ible: Melissa 1l ALL CUSTOMERS (Other Public Authority) Exhibit 37, Schedule M-3
0
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1  Other Public Authority:
2 Minimum Charge:
3 5/8" Monthly 1,582 $13.63 $21,561 1,582 $15.00 $23,728 1,500 $13.63 $20,445 1,500 $15.00 $22,500 $2,055 10.05%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 2,128 34.07 72,515 2,128 37.30 79,390 2,184 34.07 74,409 2,184 37.30 81,463 7,054 9.48%
6  1-1/2" Monthly 355 68.17 24,203 355 74.70 26,521 384 68.17 26,177 384 74.70 28,685 2,508 9.58%
7 2" Monthly 4,705 109.04 513,086 4,705 119.50 562,305 4,860 109.04 529,934 4,860 119.50 580,770 50,836 9.59%
8 3" Monthly 12 204.50 2,454 12 224.00 2,688 12 204.50 2,454 12 224.00 2,688 234 9.54%
9 4" Monthly 526 340.77 179,184 526 373.40 196,342 540 340.77 184,016 540 373.40 201,636 17,620 9.58%
10 6" Monthly 146 681.50 99,499 146 746.70 109,018 168 681.50 114,492 168 746.70 125,446 10,954 9.57%
11 8" Monthly 24 1,090.42 26,170 24 1,194.70 28,673 24 1,090.42 26,170 24 1,194.70 28,673 2,503 9.56%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 1,120,135 $4.0530 $4,539,907 1,120,135 $5.1910 $5,814,620 1,165,872 $4.0530 $4,725,278 1,165,872 $5.1910 $6,052,040 $1,326,762 28.08%
18 Second Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
19  Third Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 5.1910 0 0 0.0000 0 0 5.1910 0 0 0.00%
23 Credits (232) (21,853) (232) (21,853) 0 0 0 0 0.00%
24
25  Total 1,165,872 $5,703,375 $7,123,901 $1,420,526 24.91%
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness ible: Melissa 1l ALL CUSTOMERS (Sale for Resale) Exhibit 37, Schedule M-3
0
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Meter Sales Proposed Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Billings ('000 Gal) Rate Revenue Change Change
1  Sale for Resale:
2 Minimum Charge:
3 5/8" Monthly 0 $0.00 $0 0 $15.00 $0 0 $0.00 $0 0 $15.00 $0 N 0.00%
4 3/4" Monthly 0 0.00 0 0 22.40 0 0 0.00 0 0 22.40 0 0 0.00%
5 1" Monthly 0 0.00 0 0 37.30 0 0 0.00 0 0 37.30 0 0 0.00%
6  1-1/2" Monthly 54 68.17 3,681 54 74.70 4,034 60 68.17 4,090 60 74.70 4,482 392 9.58%
7 2" Monthly 58 109.05 6,285 58 119.50 6,887 48 109.04 5,234 48 119.50 5,736 502 9.59%
8 3" Monthly 0 0.00 0 0 224.00 0 0 0.00 0 0 224.00 0 0 0.00%
9 4" Monthly 54 340.77 18,413 54 373.40 20,176 72 288.76 20,791 72 373.40 26,885 6,094 29.31%
10 6" Monthly 49 681.50 33,515 49 746.70 36,722 48 681.50 32,712 48 746.70 35,842 3,130 9.57%
11 8" Monthly 0 0.00 0 0 1,194.70 0 0 0.00 0 0 1,194.70 0 0 0.00%
12 Owenton 0 0 0.00 0 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 437,975 $3.8370 $1,680,509 437,975 $4.7600 $2,084,760 416,336 $3.9023 $1,624,656 416,336 $4.7600 $1,981,759 $357,103 21.98%
18 Second Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
19  Third Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 4.7600 0 0 0.0000 0 0 4.7600 0 0 0.00%
23 SFR-Intercompany 0 0.0000 15,096 0 0 0.0000 0 0
24 Credits 0 0.0000 5,654 0 5,654 0 0.0000 0 0 0 0 0.00%
25  Special Contract 10,299 2.2500 23,172 10,299 2.2500 23,172 10,491 $2.2500 $23,606 10,491 2.2500 $23,606
26 Total 448,274 $1,786,325 448,274 $2,181,405 426,827 $1,711,089 426,827 $2,078,310 $367,221 21.46%

0
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Kentucky American Water Company
Test Year Operating Revenues at Present Rates vs Proposed Rates
Case No. 2018-00358
Base Year for the 12 Months Ended February 28, 2019 and Forecast Year for the 12 Months Ended June 30, 2020

Witness ible: Melissa Sct 1l ALL CUSTOMERS (Fire) Exhibit 37, Schedule M-3
0
Base Period at Present Rates Base Period at Proposed Rates Test Year at Present Rates Test Year at Proposed Rates
Number Number Number Number
Connection of Current Total of Proposed Total of Current Total of Proposed Total Dollar Percentage

Line # Size Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Connections Rate Revenue Change Change
1  Private Fire Service:
2 Hydrant 14,851 $70.90 $1,052,929 14,851 $80.12 $1,189,854 14,880 $70.90  $1,054,992 14,880 $80.12 $1,192,186 $137,194 13.00%
3 2" 879 8.11 7,129 879 $9.16 8,052 900 8.11 7,299 900 9.16 8,244 945 12.95%
4 4" 5,508 32.67 179,949 5,508 $36.92 203,359 5,748 32.67 187,787 5,748 36.92 212,216 24,429 13.01%
5 6" 11,473 73.49 843,115 11,473 $83.04 952,677 11,616 73.49 853,660 11,616 83.04 964,593 110,933 12.99%
6 8" 3,804 130.64 496,934 3,804 $147.62 561,523 3,840 130.64 501,658 3,840 147.62 566,861 65,203 13.00%
7 10" 152 204.18 31,035 152 $230.72 35,069 156 204.18 31,852 156 230.72 35,992 4,140 13.00%
8 12" 72 294.43 21,199 72 $332.71 23,955 72 294.43 21,199 72 332.71 23,955 2,756 13.00%
9 14" 0 0.00 0 0 $479.07 0 0 0.00 0 0 479.07 0 0 0.00%
10 16" 12 522.83 6,274 12 $590.78 7,089 12 522.83 6,274 12 590.78 7,089 815 12.99%
11
12
13 Credits 0 0
14  Total 36,750 $2,638,564 36,750 $2,981,578 37,224 $2,664,721 37,224 $3,011,136 $346,415 13.00%
15 - - - - -
16 Volumetric Charges:
17  First Block 3,138 $4.4120 $13,844 3,138 $0.0000 $0 0 $0.0000 $0 0 $0.0000 $0 $S0 0.00%
18
19
20  Public Fire Protection:
21  Public Fire Hydrants 90,026 $39.90 $3,592,037 90,026 $49.16 $4,425,678 90,504 $39.90 $3,611,110 90,504 $49.16 $4,449,177 $838,067 23.21%
22
23 $3,592,037 $4,425,678 90,504 $3,611,110 $4,449,177 $838,067 23.21%
24
25  Credits 3,098 (16,491) (16,491) 0 0
26
27  Total Fire $6,227,954 $7,390,765 $6,275,831 $7,460,313 $1,184,482 18.87%

0
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Witness ible: Melissa 1l ALL CUSTOMERS (Miscellaneous) Exhibit 37, Schedule M-3
0
Base Period Base Period Test Year at Present Rates Test Year at Proposed Rates
Customer Customer Customer Customer
Class/ Meter Sales Current Total Sales Current Total Meter Sales Current Total Meter Sales Proposed Total Dollar Percentage

Line # Description Billings 0 Rate Revenue 0 Rate Revenue Billings 0 Rate Revenue Billings 0 Rate Revenue Change Change
1  Miscellaneous:
2 Minimum Charge:
3 5/8" Monthly 28 $13.63 $383 28 $13.63 $383 48 $13.63 $654 48 $13.63 $654 N 0.00%
4 3/4" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
5 1" Monthly 262 $34.07 8,930 262 34.07 8,930 288 34.07 9,812 288 34.07 9,812 0 0.00%
6  1-1/2" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
7 2" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
8 3" Monthly 177 $204.47 36,257 177 204.47 36,257 192 204.47 39,258 192 204.47 39,258 0 0.00%
9 4" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
10 6" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
11 8" Monthly 0 $0.00 0 0 0.00 0 0 0.00 0 0 0.00 0 0 0.00%
12 Surcharge 0 0.00%
13
14
15
16  Volumetric Charges:
17  First Block 8,171 $3.3480 $27,357 8,171 $3.3479 $27,356 3,153 $3.3479 $10,557 3,153 $3.3479 $10,557 S0 0.00%
18 Second Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
19  Third Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
20 Fourth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
21  Fifth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
22 Sixth Block 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.0000 0 0 0.00%
23 Credits (2,284) 175 (2,284) 175 0 0 0 0 0 0.00%
24
25 Total 3,153 $60,281 $60,281 $0 0.00%
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill

14. Refer to the O’Neill Testimony, page 5, line 11. For the recurring projects, Kentucky-
American states that for the forecast period, estimates are made based on current year
pricing. Confirm that there is no inflationary escalation included in this estimation. If
this cannot be confirmed, provide the inflationary escalation factor percentage.

Response:

There is no inflationary escalation included in the estimates provided for the forecast
period.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill

15. Refer to the O’Neill Testimony, page 9. Provide the variance between the budget and
actual Net Capital Investment for 2018. If this is not available, provide as soon as it is

available.
Response:
KAWC Net Capital Investment Budget vs Actual Capex for 2012 through 2018
(Does not include Centrally Sponsored Projects)
Year Budget Actual Variance
2012 $19,574,649 $17,982,728 ($1,591,921) -8.10%
2013 $23,746,110 $25,963,291 $2,217,181 9.30%
2014 $18,882,745 $18,585,688 ($297,057) -1.60%
2015* $30,354,368 $30,751,906 $397,538 1.31%
2016** $22,987,514 $23,110,940 $123,426 0.54%
2017 $23,619,450 $24,757,070 $1,137,620 4.82%
2018 $22,586,099 $26,053,168 $3,467,069 15.35%
Cumulative | $161,750,935 $167,204,791 $5,453,856 3.37%

*

**

An additional $5,066,000 was authorized and added to the capital budget
An additional $3,500,000 was authorized and added to the capital budget
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill

16. Refer to the O’Neill Testimony, page 47. Provide all workpapers and calculations and
state all assumptions that show how the proposed tap fees were calculated.

Response:

Please see attached.



Personal or sensitive information was discovered on this page. At the filers request this page has been
removed. A redacted copy of this page will be provided to replace the original.

Idm 3/4/2019
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill

17.

Refer to the O’Neill Testimony, page 47, lines 14-23, which states that the proposed tap
fees were determined using a three-year average and that in previous cases the utility
used a five-year average. Provide the proposed tap fees calculated on a five-year
average. Provide all workpapers and calculations and state all assumptions relied upon to
determine the amount of the tap fees.

Response:

Based on a five-year average, absent consideration of federal tax law changes, the
proposed tap fees would be:

Y5 X °lg” meter $1,220 (decreased from current fee $1,280)
1" meter $2,030 (decreased from current fee $2,201)
2” meter $4,304 (decreased from current fee $4,238)

The methodology used is the same as was used in the determination of the three-year
average that was proposed. The costs reflect the installation cost of the contractor that is
used to install the services, KAWC oversight, and material pricing. Please refer to the
attachment for the calculations as provided in Commission staff second request number
16.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

18. Refer to the application, Exhibit 2, page 34 of 63. Given that the Commission ruled in
Administrative Case No. 313 that Taxable Class A and B water utilities should not gross-
up Contributions in Aid of Construction and customer advances, explain why the
Commission should approve the following proposed language: “Rates may be grossed up
for state and federal income taxes.”

Response:

Subsequent to the ruling in Administrative Case No. 313, enactment of the Small Business Jobs
Protection Act of 1996 exempted contributions in aid of construction and customer advances
received by water and wastewater utilities from federal taxation, thus eliminating the need to
gross up tapping fees for federal income taxes. This exemption was eliminated by passage of the
Tax Cuts and Jobs Act (TCJA) on December 22, 2017. The proposed language allows the
Company to recover the tax expense associated with tapping fees from the cost causers. If the
gross-up is not permitted, the Company should be permitted to recover this tax expense through
base rates.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kevin N. Rogers

19. Refer to the Direct Testimony of Kevin Rogers (Rogers Testimony), page 30, which
states that the chemical adjustment is $750,000. Also, refer to Kentucky-American’s
response to  Staff’s First Request, Item 1, KAWC 2018 Rate Case -
_Chemicals_Exhibit.xlsx, Exhibit Tab, Row 9, Column E, which states that the chemicals
adjustment is $985,429. Reconcile this difference.

Response:

The chemical adjustment is $985,429. The intent of Kevin Rogers’ testimony is to point
out the chemical production process change cost over $750,000 of the total $985,429
adjustment. However, the expected chemical production process change for the fully
forecasted test year is $525,034, the remainder of the $925,429 adjustment relates to the
2019 price changes, three-year average usages and system delivery changes for the other
chemicals.

The details of $2,887,866 are found in KAWC 2018 Rate Case - Chemicals Exhibit
Support 2019.xlsx and KAWC 2018 Rate Case - Chemicals Exhibit Support 2020.xIsx.



KAW_R_PSCDR2_NUMO020 012519
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: James S. Pellock

20. Refer to the application, the Direct Testimony of James S. Pellock (Pellock Testimony),
page 11, line 12. Provide the four projects and their individual amortization amounts.

Amortization Period

Response:
Cost From
Tates Creek Tank Repair $68,302 Feb-05
Sadieville Tank Repair 26,720 Feb-05
Cox Street Tank Repair 34,194 Feb-05
Long Ridge Tank Painting 145,756 Feb-05
$275,472

To
Jan-20
Jan-20
Jan-20
Jan-20

Monthly Base Period Forecasted

Amortization  Amount Amount
$382.23 $4,587 $2,676
148.44 1,781 1,039
189.97 2,280 1,330
809.76 9,717 5,668
$18,365 $10,713

Forecasted amounts above reflect the final seven months of amortization for each project.



KAW_R_PSCDR2_NUMO021_012519
Page 1 of 2

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kevin N. Rogers, James Pellock

21.

Refer to the Rogers Testimony, page 13, lines 21-22, which states that Kentucky-
American seeks to enhance its maintenance activities. Provide a list and description of
each maintenance activity Kentucky-American wishes to enhance. With each, provide
support for the need for the enhanced maintenance activity and the associated increase in
expenditures.

Response:

The Company is adding resources in an effort to establish and sustain a more cost-
effective level of service to best serve the long-term interest of our customers. Service
needs and related resource requirements are consistent with meeting regulatory
requirements, tariff requirements, industry standards, service requests, customer needs,
and providing support to the business operations in the most cost-effective way.

Two additional positions in field services are being recruited to increase our leak
detection and investigation capabilities to help reduce our unaccounted for water loss. We
currently have one temporary employee hired and are seeking a second temporary
employee while we concurrently recruit for the two permanent employees. KAW does
not track the cost of each specific maintenance activity, but the expected labor expense
related to these activities is anticipated to be $83,196.

A Production Maintenance Tech Trainee position is being recruited to follow a defined
entry level training program in maintenance of water treatment production facilities and
equipment to become a proficient Technician. This role will observe and assist in
performing both corrective and preventative maintenance at all production facilities,
collect, compile and record equipment data. Additionally, the resource will help us main
the production facilities being constructed, recently completed or acquired (Richmond
Road and Kentucky River Station 1 chemical buildings, North Middletown tanks). KAW
does not track the cost of each specific maintenance activity, but the expected labor
expense related to these activities is anticipated to be $63,199.

Two additional positions in field services have been hired allowing us to permanently add
resources to address the 16.7% increase in line locate tickets related to construction work
being done by others in our service territory. This volume of work is expected to
continue for the foreseeable future. KAW does not track the cost of each specific
maintenance activity, but the expected labor expense related to these activities is
anticipated to be $85,128
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Three additional positions in field service have been hired to address meter changes and
meter repair. These positions are assigned to follow up on work orders generated when a
meter reading is not transmitted during our meter reading process, and complete length of
service meter changes. KAW does not track the cost of each specific maintenance
activity, but the expected labor cost related to these activities is anticipated to be
$230,617.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kevin N. Rogers

22, Refer to the Rogers Testimony, pages 28, lines 8-22 and page 29, lines 1-5, which state
that there are four purchased power expense impact adjustments but only list three.
Provide the fourth purchased power expense impact.

Response:
Although the Rogers testimony could be clearer on this point, it does identify all four

adjustments. The first adjustment combines two items: the new I-75 booster station and
any system delivery changes.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kevin N. Rogers

23. Refer to the Rogers Testimony, page 29, lines 15-17. Provide support for the 2019 price
changes for chemical costs.

Response:

Please refer to KAWC Rate Case — Chemicals Exhibit Support 2020.xlIsx and Chemicals
Exhibit Support 2019.xlsx files, tab “2019 Chemical Pricing” for the actual 2019 chemical
pricing.

Please refer to Attachment 1. Portions of the attachment are confidential and are being
provided pursuant to a petition for confidential protection. The attachment delineates
actual chemical pricing comparison between 2018 and 2019. Below are some reasons for
chemical pricing changes.

e National trucker shortage and freight increases

e Robust economy both domestic and international have impacts on supply/demand

e Some consolidation in the industry, suppliers dropping out

e Geopolitical realities and trade wars, tariffs on many elements indigenous to chemicals

o Stiffer rules, taxes, costs associated with transporting and controlling hazardous
chemicals

e There are more stringent environmental controls on the effluent charges emitted when
certain chemicals are processed
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

24, Refer to the Schwarzell Testimony, page 14, lines 12-13. Confirm that the pro forma
service cost does not include an escalation rate.

Response:

The pro forma service cost of $399,519 does not include an escalation rate.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Gregory P. Roach

25. Refer to the Direct Testimony of Gregory P. Roach (Roach Testimony), page 5, line 10.
Explain why the cooling degree days are maximized at 90 degrees.

Response:

When evaluating numerous climatic data series as potential independent variables in our
weather normalization trend models, KAWC often create series that are subsets of other
series such as Cooling Degree Days over 90 degrees in order to identify climatic
variables that have the greatest explanatory capability of the variance in the dependent
variable, average usage per customer. Cooling Degree Days over 90 degrees was one of
those subset variables we employed in order to maximize the statistical significance and
capability of the model.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Gregory P. Roach
26. Refer to the Roach Testimony, page 12, Table GPR-3.

a. Provide a detailed explanation for the 0.46 percent increase in the average
residential use.

b. Provide a detailed explanation for the 1.45 percent decrease in the average
commercial use.

Response:

a. The difference in the results from the modeling employed in 2015 rate case to the
2018 rate case lie mainly in 1) different independent variables used in the model and
2) changing from a cross sectional to time series modeling approach in the 2018 Rate
Case.

b. In order to provide clarity, Mr. Roach has updated Table GPR-3 to correct for a sign
issue related to the Commercial Customer model differences. That update is attached.
As with the difference between the residential models in the 2015 Rate Case and the
2018 Rate Case, the difference in the modeling results for the Commercial customers
lie mainly in 1) different independent variables used in the model and 2) changing
from a cross sectional to time series modeling approach in the 2018 Rate Case.
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Table GPR-3
Kentucky American Water Company
Comparison of Trend Results Prior vs. Revised Approach
Residential and Commercial Customer Models

Decline Prior Revised Difference
Residential
% -2.48% -2.02% 0.46%
gpcy -1,211 -987 224
gpcm -100.92 -82.25 18.7
gpcd -3.32 -2.70 0.61
Commercial
% -2.04% -0.59% 1.45%
gpcy -8,084 -2,522 5,562
gpcm -673.67 -210.17 463.5
gpcd -22.15 -6.91 15.24
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler

217.

Refer to the Direct Testimony of Kurt Kogler (Kogler Testimony), page 11, which
provides the cost share for Kentucky-American’s group insurance program, specifying
that employees pay 24 percent and Kentucky-American pays 76 percent. Provide a
breakdown of cost share for medical, dental, vision, life, disability, and any other group
insurance offered by Kentucky-American that comprises the 24 percent and 76 percent
paid by employees and Kentucky-American, for both the base and forecast test years.

Response:

Mr. Timothy Willig’s Direct Testimony provides additional information about the 24%
employee/76% employer cost share as a percentage of base pay referenced on page 11 of
Mr. Kogler’s Direct Testimony.

Specific cost share breakdown on a premium basis by benefit type for employee and
employer contributions for base and forecasted test years were provided in
KAW_R_PSCDR1_NUMO037_121218.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler, Jim Pellock

28.

Refer to the Kogler Testimony, page 13, which explains that employees hired prior to
2006 are eligible for a defined benefit “pension” plan, while those hired after 2006 are
eligible for a defined contribution plan consisting of employer matching of employees
qualified deferred pay as well as a fixed contribution of 5.25 percent of qualifying pay.
Further, employees in the defined benefit plan are eligible to participate in the defined
contribution plan, but at a lower matching formula and with no 5.25 percent fixed
contribution. Provide the total contributions made by Kentucky-American to the defined
contribution plan for employees also eligible for the defined benefit plan for both the base
and forecast test years.

Response:

Employees in the defined benefit plan (Pension) may receive matching contributions if
they contribute to the 401k, although a lower matching formula is used. Please see the
Company’s matching contribution expense below for 37 defined benefit plan participants
who choose to contribute to the 401(k) plan.

401(k) Match — 50% match on up to 5% of base salary or hourly wages contributed

KAWC Base Year (3/1/18-2/28/19) Expense = $41,957

KAWC Forecast Test Year (7/1/19-6/30/20) Expense = $38,433
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: James S. Pellock, Kurt Kogler

29. Refer to the Kogler Testimony, page 14, which describes Kentucky-American’s
employee stock purchase plan.

a.

Response:

a.

Explain why Kentucky-American is increasing the discount for employee stock
purchases from 10 percent to 15 percent.

Confirm that Kentucky-American does not contribute to the employee acquisition
of the common stock purchased by employees. If this cannot be confirmed,
provide the contribution amount for the base and forecast test years.

Confirm that Kentucky-American does not pay the difference in cost that
comprises the discount offered to employees. If this cannot be confirmed, provide
the contribution amount for the base and forecast test years.

American Water regularly reviews benefit offerings for competitive alignment.
The employee stock purchase plan (“ESPP”) discount was changed after
consulting a number of data sources and benchmarks such as the National
Association of Stock Plan Professionals — one of the leading organizations for the
stock and executive compensation professions.

We found that 15% discounts were very common — with approximately 72% of
survey respondents offering this level of discount. We also looked at market data
to understand the prevalence of the “lookback” feature (the practice of comparing
the stock price at the beginning and end of the purchase period and selecting the
lower of the prices). Although lookbacks are still common — we found that this
option is less likely to be offered as the discount percentage increases. While
there are examples of companies offering the “lookback” at a discount level of
15% - we made the decision to eliminate this feature as we increased the discount
offering.

The Company does not make a cash contribution for the employees’ acquisition
of common stock.

Employees who choose to participate in a purchase period elect a contribution of
1% to 10% or $5 to $2,500 of per pay-period, after-tax compensation, subject to a
maximum of $25,000 per year. Under the ESPP plan, participants acquire shares
of American Water common stock at a 15% discount. Kentucky American



KAW_R_PSCDR2_NUMO029 012519
Page 2 of 2

expenses an amount equal to the 15% discount associated with the KAWC
employee acquisition of American Water common stock via the ESPP.
Referencing the direct testimony of James Pellock (page 10), the expense in the
base period is $14,837 and the expense in the forecasted test year is $17,549.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: James S. Pellock

30. Refer to the Pellock Testimony, page 5, lines 5-8. Provide any other wage increases
other than the pro-rated increases of 2.85 percent in April 2019 and 2.90 percent in April
2020.

Response:

For the base year, the Company also included a wage increase of 2.75% for the union
contract effective 11/1/2019.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler, Robert V. Mustich

31. Refer to Kentucky-American’s response to Staff’s First Request, Item 33, page 8, the
2018 Determination of Company Performance.

a. Confirm that Kentucky-American’s Annual Performance Plan is weighted equally
(i.e., 50 percent each) toward reaching the financial and non-financial goals of
American Water Works Company, Inc. (American Water).

b. Confirm that if American Water’s financial goals are not met Kentucky-
American’s employees will not receive any incentive pay rewards.
Response:
a. The Annual Performance Plan is weighted as follows: Safety & People (15%

weighting), Customer (15%), Environmental Leadership (10%), Technology &
Operational Efficiency (10%), and Growth, as measured by Earnings per Share (“*EPS”)
(50%). See page 3 of the 2018 Annual Performance Plan document previously provided
in response to PSC 1-33. The Company’s performance compensation plans align the
interest of our customers, employees and shareholders. The operational components
measure performance that can most directly influence customer satisfaction, health and
safety, environmental performance, and operational efficiency, which affect the
Company’s financial performance (e.g., long-term cost savings or avoided costs).
Importantly, to achieve performance pay financial goals, such as targeted EPS
performance, demands attention to operating efficiency. That is, unless the utility
controls or reduces its operating costs, it cannot achieve a targeted EPS. Well-grounded
financial measures keep the organization focused on improved performance at all levels
of the organization, particularly in increasing efficiency, decreasing waste, and boosting
overall productivity. Those improvements benefit customers directly.

b. Under the provisions of the Annual Performance Plan, there are no APP payments
to employees if EPS falls below 90% of target. All of the metrics operate on a sliding
scale that includes a threshold (minimum) level of performance and a maximum level. If
some, but less than all of the performance goals are achieved, the funding is diminished
accordingly. No funding pool is created if the financial threshold (minimum)
performance measure is not achieved to ensure the financial viability of the plan. See
pages 3 and 11 of the 2018 Annual Performance Plan document previously provided in
response to PSC 1-33.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler, Robert V. Mustich

32. Refer to Kentucky-American’s response to Staff’s First Request, Item 33.a, which states
that the performance plans “keep employees focused on improved performance at all
levels of the organization, particularly in increasing efficiency, decreasing waste, and
boosting overall productivity.” Provide all studies and analyses that quantify the impact
that Kentucky-American’s and American Water Works Service Company’s (Service
Company) incentive compensation programs have on the following:

a. Increasing efficiency;

b. Decreasing waste; and

C. Boosting productivity.
Response:

See response to Item 34 of this request.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: James S. Pellock

33.

Refer to Kentucky-American’s response to Staff’s First Request, Item 33, page 39 of 39.

a.

Confirm that Kentucky-American’s forecasted salaries and wages expenses is
$477,257 for the Annual Performance Plan and $15,274 for the Long-Term
Performance Plan.

Identify, by position, each Kentucky-American employee who is eligible to
participate in the Annual Performance Plan. For each position listed, provide the
Annual Performance Plan budgeted for the forecasted period and the Annual
Performance Plan available to each employee, if different from the forecasted
amount.

Identify, by position, each Kentucky-American employee who is eligible to
participate in the Long-Term Performance Plan. For each position listed, provide
the Long-Term Performance Plan budgeted for the forecasted period and the
Long-Term Performance Plan available to each employee, if different from the
forecasted amount.

Using the table below, provide the requested Annual Performance Plan
information for each Kentucky-American employee for the calendar Years 2013-
2018.

Calendar Year

Employee Annual Performance Plan Difference

Name/Position Available Awarded Dollar Percentage

(a) (b) (c) (b)-(c) ((b)-(c) +(b)

e.

Using the table below, provide the requested Long-Term Performance Plan
information for each Kentucky-American employee for the calendar Years 2013-
2018.

Calendar Year

Employee Long Term Performance Plan Difference

Name/Position Available Awarded Dollar Percentage

(a) (b) (c) (b)-(c) ((b)-(c) +(b)
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Response:

a. The amounts provided in response to PSC 1-33, page 39 of 39 are the calendar

year 2018 amounts expected to be paid in March 2019. Please see below for the
APP and LTPP forecasted test year amounts for salary and wages expense.

Kentucky-American
Water Company
Forcasted Year
7/1/19-6/30/20

Total
Annual Performance Plan S 577,022
Long-Term Performance Plan 16,105
S 593,127

b-e. Please refer to the attachment for Kentucky-American performance pay
information. A portion of the attachment is confidential and is filed pursuant to a

Petition for Confidential Protection.
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Annual Performance Pay (APP)

KAW_R_PSCDR2_NUMO033_012519
Page 3 of 12

2013 Plan 2014 Plan 2015 Plan
Employee / Position
(a) APP Difference APP Difference APP Difference
Employee
Number Job Available  Awarded Dollar Available  Awarded Dollar Available  Awarded Dollar %
$53,713 $32,620 $21,093 39% $55,055 $58,358 ($3,303) -6% $55,095 S0 $55,095 100%
8,902 11,128 -2,226 -25% 13,363 9,080 4,283 32%
2,683 0 2,683 100%
3,522 0 3,522 100%
15,461 9,586 5,875 38% 15,886 15,886 0 0% 15,898 15,394 504 3%
3,330 0 3,330 100%
3,214 1,639 1,575 49% 3,262 3,262 0 0% 3,264 832 2,432 75%
2,960 0 2,960 100%
3,020 0 3,020 100%
2,481 0 2,481 100%
8,415 4,292 4,123 49% 8,541 7,260 1,281 15% 8,548 0 8,548 100%
2,891 0 2,891 100%
0 3,696 -3,696
2,919 0 2,919 100%
7,808 4,372 3,436 44% 7,964 6,371 1,593 20% 7,969 0 7,969 100%
7,085 4,464 2,621 37% 7,346 6,611 735 10% 7,352 7,175 177 2%
3,001 0 3,001 100%
8,817 6,172 2,645 30% 19,786 15,829 3,957 20% 9,000 17,066 -8,065 -90%
7,689 4,075 3,614 47% 7,823 7,823 0 0% 7,829 6,384 1,445 18%
2,376 0 2,376 100%
6,707 4,225 2,482 37% 7,143 7,500 -357 -5% 7,148 1,848 5,300 74%
2,998 0 2,998 100%
8,180 5,235 2,945 36% 8,405 8,405 0 0% 8,411 0 8,411 100%
2,668 0 2,668 100%
2,314 0 2,314 100%
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Kentucky American Water Company
Annual Performance Pay (APP)

Employee / Position
(a)
Employee
Number Job

VP Operations (Large 2)
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2013 Plan 2014 Plan 2015 Plan
APP Difference APP Difference APP Difference
Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %

31,331 39,112 -7,781 -25% 32,193 32,193 0 0% 32,215 0 32,215 100%

2,381 0 2,381 100%

3,013 6,599 -3,586 -119%

2,723 6,550 -3,827 -141%

6,920 7,233 -313 -5%

2,741 0 2,741 100%

2,574 0 2,574 100%

2,741 0 2,741 100%

13,728 9,610 4,118 30% 14,140 16,968 -2,828 -20% 14,150 0 14,150 100%

2,868 0 2,868 100%

3,098 0 3,098 100%

6,943 4,790 2,153 31% 7,904 9,485 -1,581 -20% 7,191 9,499 -2,308 -32%
6,857 3,771 3,086 45%

24,702 18,032 6,670 27% 25,523 0 25,523 100%

6,396 4,157 2,239 35% 7,500 7,118 382 5% 6,657 7,500 -843 -13%

0 27,940 -27,940
2,780 0 2,780 100%

Page 4 of 12
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2013 Plan 2014 Plan 2015 Plan
Employee / Position
(a) APP Difference APP Difference APP Difference
Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %
0 2,893 -2,893
2,781 0 2,781 100%
2,205 0 2,205 100%
2,212 0 2,212 100%
0 13,367 -13,367
7,006 4,904 2,102 30% 7,328 7,328 0 0% 7,333 7,205 128 2%
2,711 0 2,711 100%
2,500 1,252 1,248 50% 2,583 2,583 0 0% 2,584 2,605 -21 -1%
6,000 3,616 2,384 40%
9,500 7,980 1,520 16% 14,642 14,642 0 0% 14,652 13,547 1,106 8%
2,083 2,130 -47 -2% 2,502 2,575 -73 -3%
0 8,160 -8,160
0 6,394 -6,394
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Kentucky American Water Company
Annual Performance Pay (APP)

2013 Plan 2014 Plan 2015 Plan

Employee / Position
(a) APP Difference APP Difference APP Difference

Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %

Total $242,052  $173,906 $68,148 28% $238,486  $240,880 ($2,394) -1%  $335,595  $183,541  $152,054 45%
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Kentucky American Water Company
Annual Performance Pay (APP)

2016 Plan 2017 Plan 2018 Plan (1)
Employee / Position
(a) APP Difference APP Difference APP Difference
Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %
$56,741 S0 $56,741 100%

9,086 0 9,086 100% $9,309 S0 $9,309 100%
0 4,229 (4,229) -100% 2,847 2,924 -77 -3% 2,996 2,996
0 5,119 (5,119) -100% 3,647 2,782 865 24% 3,810 3,810
16,214 24,814 (8,600) -53% 16,613 18,636 -2,023 -12% 23,055 23,055
0 5,178 (5,178) -100% 3,466 3,888 -422 -12% 3,622 3,622
3,329 4,586 (1,256) -38% 3,411 3,321 90 3% 7,136 7,136
0 4,941 (4,941) -100% 3,141 2,925 216 7% 3,330 3,330
0 4,954 (4,954) -100% 3,189 3,613 -423 -13% 3,365 3,365
0 4,320 (4,320) -100% 2,595 2,539 56 2% 2,738 2,738
0 6,249 (6,249) -100% 3,022 2,985 37 1% 3,219 3,219
0 5,633 (5,633) -100% 3,771 3,845 -75 -2% 7,850 7,850
0 4,184 (4,184) -100% 3,047 2,486 561 18% 3,184 3,184
7,557 12,781 (5,224) -69% 7,779 8,423 -644 -8% 12,896 12,896
0 4,132 (4,132) -100% 2,273 1,737 536 24% 2,373 2,373
0 4,913 (4,913) -100% 3,161 3,271 -110 -3% 3,351 3,351
14,849 25,119 (10,270) -69% 15,288 14,971 317 2% 21,445 21,445
7,985 12,160 (4,176) -52% 8,141 8,261 -120 -1% 8,432 8,432
0 3,412 (3,412) -100% 2,476 260 2,216 89% 2,589 2,589

7,398 0 7,398 100% 7,395 0 7,395 100%
0 4,316 (4,316) -100% 3,171 2,924 247 8% 3,329 3,329
0 4,361 (4,361) -100% 2,876 2,653 224 8% 3,020 3,020
8,578 1,281 7,298 85% 8,575 0 8,575 100% 13,125 13,125
0 4,221 (4,221) -100% 2,796 2,880 -84 -3% 2,951 2,951
0 6,967 (6,967) -100% 2,926 7,115 -4,189 -143% 6,787 6,787
0 2,816 (2,816) -100% 2,036 1,987 49 2% 2,143 2,143
0 4,224 (4,224) -100% 2,417 2,485 -67 -3% 2,551 2,551

0 18,360 -18,360 -100%
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Kentucky American Water Company
Annual Performance Pay (APP)

2016 Plan 2017 Plan 2018 Plan (1)
Employee / Position
(a) APP Difference APP Difference APP Difference
Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %
32,856 0 32,856 100%
0 3,745 (3,745) -100% 2,501 2,575 -74 -3% 2,638 2,638
6,603 12,693 (6,090) -92% 6,798 12,197 -5,399 -79% 15,513 15,513
0 9,071 (9,071) -100% 6,748 0 6,748 100% 7,024 7,024
7,238 10,018 (2,780) -38% 7,452 7,655 -203 -3% 7,813 7,813
0 2,923 (2,923) -100% 2,854 0 2,854 100%
0 4,889 (4,889) -100% 2,700 2,865 -165 -6% 2,849 2,849
0 2,652 (2,652) -100% 1,966 1,813 153 8% 2,064 2,064
0 4,568 (4,568) -100% 2,854 2,714 140 5% 3,011 3,011
14,545 0 14,545 100%
0 3,635 (3,635) -100% 2,439 2,487 -47 -2% 2,548 2,548
0 3,387 (3,387) -100% 2,246 2,290 -44 -2% 2,346 2,346
0 4,625 (4,625) -100% 2,993 2,885 108 4% 3,111 3,111
0 13,963 -13,963 -100%
0 9,412 (9,412) -100% 3,227 0 3,227 100% 7,305 7,305
0 3,761 (3,761) -100% 2,634 2,969 -335 -13% 2,765 2,765
0 4,945 (4,945) -100% 2,868 2,939 -71 -2% 3,011 3,011
8,265 24,393 (16,128) -195% 13,632 14,106 -474 -3% 19,196 19,196
0 4,363 (4,363) -100% 2,274 2,201 73 3% 2,374 2,374
0 3,216 (3,216) -100% 2,125 0 2,125 100% 2,189 2,189
0 3,628 (3,628) -100% 2,420 0 2,420 100% 2,528 2,528
0 3,142 (3,142) -100% 2,102 1,958 144 7% 2,229 2,229
0 2,964 (2,964) -100% 1,982 1,661 321 16% 2,101 2,101
7,505 11,541 (4,037) -54% 7,727 0 7,727 100% 12,182 12,182
0 44,820 (44,820) -100% 28,784 32,922 -4,138 -14% 30,547 30,547

0 5,291 (5,291) -100% 2,930 3,018 -88 -3% 3,092 3,092
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Kentucky American Water Company
Annual Performance Pay (APP)

2016 Plan 2017 Plan 2018 Plan (1)
Employee / Position
(a) APP Difference APP Difference APP Difference
Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %
0 9,143 (9,143) -100% 6,121 5,965 156 3% 6,409 6,409
0 5,546 (5,546) -100% 2,937 2,727 210 7% 3,104 3,104
0 4,491 (4,491) -100% 2,325 2,584 -259 -11% 2,456 2,456
0 3,954 (3,954) -100% 2,321 2,787 -466 -20% 2,668 2,668
7,740 0 7,740 100%
7,589 0 7,589 100% 7,798 0 7,798 100%
0 6,283 (6,283) -100% 2,893 3,022 -129 -4% 3,097 3,097
2,687 10,846 (8,159) -304% 5,534 7,406 -1,872 -34% 10,499 10,499
15,061 22,937 (7,876) -52% 15,356 14,986 370 2% 21,468 21,468
2,577 3,943 (1,367) -53% 2,640 2,608 32 1% 5,603 5,603
0 9,189 -9,189 -100%
0 12,789 -12,789 -100%
6,804 20,941 (14,137) -208% 11,702 12,716 -1,013 -9% 16,559 16,559
0 3,050 (3,050) -100% 2,036 2,356 -320 -16% 5,062 5,062
6,804 10,464 (3,660) -54% 7,005 5,757 1,248 18% 7,345 7,345
0 4,788 (4,788) -100% 2,666 2,574 92 3% 2,840 2,840

0 4,806 (4,806) -100% 3,332 6,935 -3,603 -108% 3,507 3,507




CONFIDENTIAL INFORMATION REDACTED

Kentucky American Water Company
Annual Performance Pay (APP)
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2016 Plan 2017 Plan 2018 Plan (1)
Employee / Position
(a) APP Difference APP Difference APP Difference
Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available  Awarded Dollar %
0 2,383 -2,383 -100%
0 13,164 (13,164) -100% 0 20,114 -20,114 -100% 24,153 24,153
0 1,964 -1,964 -100% 2,291 2,291
0 2,531 -2,531 -100% 2,817 2,817
0 2,885 -2,885 -100% 3,688 3,688
0 6,089 -6,089 -100% 11,023 11,023
0 1,627 -1,627 -100%
ota $250,269  $472,949  ($222,680) -89% $326,031  $370,485 (544,449) -14% 422,322 S0 $422,322

Note: APP for a calender year is paid in March of the following year, for example the 2013 APP was paid in March of 2014.

(1): 2018 APP payment is made in March 2019.
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Kentucky American Water Company
Long Term Performance Pay (LTPP)

2013 Plan 2014 Plan 2015 Plan
Employee / Position Long Term Long Term Long Term
(a) Performance Plan Difference Performance Plan Difference Performance Plan Difference
Employee
Number Job Available  Awarded Dollar % Available  Awarded Dollar % Available Awarded  Dollar %

$57,329 $57,329 S0 0% $55,819 $55,819 S0 0% $56,219  $55,509 $710 1%
16,612 16,612 0 0% 16,218 16,218 0 0% 16,436 5,596 10,840 66%
1,091 1,091 0 0%

VP Operations (Large2)
Total $75,032 $75,032 $S0 0% $72,037 $72,037 S0 0% $72,655 $61,105 $11,550 16%
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Kentucky American Water Company
Long Term Performance Pay (LTPP)

2016 Plan 2017 Plan 2018 Plan (1)
Employee / Position Long Term Long Term Long Term
(a) Performance Plan Difference Performance Plan Difference Performance Plan Difference
Employee
Number Job Available Awarded Dollar % Available Awarded  Dollar % Available Awarded  Dollar %
$56,741 S0 $56,741 100%
_ 16,428 0 16,428 100%
VP Operations (Large2) 0 30,378  (30,378) -100% 14,686 11,056 3,630 25% 15,274 12,603 2,671 17%
Total $73,169 $30,378 $42,791 58% $14,686 $11,056 $3,630 25% $15,274 $12,603 $2,671 17%

(1): Awarded LTPP showing is the balance accrued as of September 2018
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler, Robert V. Mustich, Melissa Schwarzell
34, In Case No. 2004-00103, the Commission disallowed for ratemaking purposes the costs
associated with the Annual and Long-Term Performance Plans because of the lack of any

study or analysis that quantified the program’s benefits.! In this proceeding, Kentucky-
American lists benefits its customers receive from the employee variable compensation

pla

a.

Response:

ns.?

Provide a copy of all studies and analyses that Kentucky-American has performed
or commissioned that qualify the benefits the ratepayers derive from the Annual
and Long-Term Performance Plans.

If Kentucky-American and/or the Service Company have not performed or
commissioned such studies or analysis, explain why they have not done so.

If Kentucky-American is unable to document the benefits of its variable employee
compensation plans, explain why Kentucky-American’s ratepayers should bear
the cost of these plans.

a., b. & c. The performance measures themselves are a quantification of the benefits
to customers. By rewarding superior performance in every function, all of these
aspects of overall performance provide direct and tangible benefits to our customers.
KAWC’s performance compensation is not only a means of focusing its employees
on the organization’s goals, but also a means of measuring attainment of those goals.

Customers derive a direct benefit from our focus on the key measures in the program.
Further, well-grounded financial measures keep the organization focused on
improved performance at all levels of the organization, particularly in increasing
efficiency, decreasing waste, and boosting overall productivity. All of these aspects
of overall performance benefit customers by recognizing superior performance in
every function. This superior performance supporting our improved O&M efficiency
is the result of having a workforce that is incented to find smarter, more efficient
ways to deliver water and wastewater services. Finally, a financially healthy utility
focused on efficiency and customer satisfaction is able to attract the capital
investments necessary to provide safe and reliable service, and to maintain the
technological expertise necessary to operate the Company and comply with

! Case No. 2004-00103, Adjustment of the Rates of Kentucky-American Water Company (Ky. PSC Feb. 28,

2005), Final

Order at 49.

2 Kentucky-American’s Response to Staff’s First Request, Item 33.a.
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increasing water quality standards. A financially healthy utility is very much in the
interest of KAWC’s customers, as it helps ensure KAWC the ability to provide safe
and reliable service at the lowest reasonable cost.

KAWC’s performance in these areas, incentivized by its short-term variable pay
plans, makes clear the focus on operational improvements that benefit customers:

APP Operational Metrics 2017 2018
gSHA Recordable Incident 37 203
ate

OSHA Days

Away/Restricted or Job 3.7 1.36

Transfer Rate

Customer Satisfaction 1% 1%

Survey® Quartile Quartile
X 11x
better better

Drinking Water Quality® than than
industry industry
average average

O&M Efficiency Ratio 33.6 33.5

For example, fewer OSHA incidents indicate improved safety for customers and
employees. No one can credibly dispute the benefits of improved safety. Further,
reduced accidents reduce the attendant costs—workers’ compensation, damage repair,
etc.—which mitigates the operating costs that customers pay through rates. KAWC
continues to improve its performance in reporting near misses, another illustration of
the Company’s high-performing safety culture. KAWC’s commitment to water
quality is evident through its optimization and water quality improvement efforts
described by Mr. Rogers in his direct testimony (p. 5-9) and it did not receive a notice
of violation in either year. The Company’s safety and water quality performance
reflect an engaged workforce that is focused on providing safe, reliable and
affordable service to KAWC’s customers.

Further, improved operational efficiency equates to controlled or reduced operating
costs. This mitigates the operating costs that customers ultimately pay through rates.
Cost control performance pay metrics benefit customers for these reasons. Where
KAWC can reduce operating expenses, it can increase investment in infrastructure
without increasing rates, because every dollar of operating expenses saved can fund
approximately $8 of investment. Therefore, customers also benefit from KAWC’s

® American Water’s overall performance, which includes KAWC’s performance, is considered in these categories
for APP purposes.
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enhanced ability to invest in the infrastructure that it needs to meet its service
obligations to customers.

Given the capital intensive nature of water and wastewater operations, it is
appropriate to consider the impact of financial performance on the availability of
internally-generated funds and maintaining credit ratings at a level necessary to
access capital at reasonable rates. The use of internal capital or low-cost debt
mitigates the Company's financing costs for its substantial ongoing investment in new
and replacement facilities. In addition, attention to cost controls is determinative to a
considerable extent in achieving financial goals and the resulting positive impact on
financial metrics can help the Company mitigate its requested rate increase.
Consequently, when financial performance is achieved through efficiency, as is the
case for KAWC, the interests of customers and shareholders are aligned.

In addition, Willis Towers Watson conducted a comprehensive assessment of
benchmark jobs that represent approximately 63% of the population of KAWC’s
employees as of September 28, 2018 (Mustich direct testimony, p. 5). The study
clearly demonstrates that KAWC’s overall test year direct compensation cost level for
employees is between 11-14% below the market median (Mustich direct testimony, p.
6-7). In other words, even if the full level of performance compensation is
recognized, KAWC’s total direct compensation expense is still below the market
median. Moreover, KAWC’s test year direct compensation cost level for employees
would be 17-20% below the market median if KAWC employees did not receive
performance compensation (Mustich direct testimony, p. 7-8). The Willis Towers
Watson study, therefore, demonstrates that KAWC’s employees are below or at the
low end of the range of market median for each element of compensation, overall
compensation, and total remuneration even when performance compensation is
included (Mustich direct testimony, p. 8).

When determining the reasonableness of compensation, the primary focus should be
the reasonableness of the Company’s overall compensation. In view of the fact that,
even when performance compensation is included, the compensation levels for many
of KAWC’s employees are below the mid-point of the compensation range for similar
positions in the area, there is no evidence that the Company’s employees are
overpaid. It is the corporate philosophy of American Water that compensation is best
set through a combination of base and performance pay. This philosophy has been
informed by experts in the compensation field who advise American Water
management on compensation philosophy. If the expense is reasonably incurred and
in line with what other industries are paying for a similar service, it is prudently
incurred. It should, therefore, go without saying that, if the Company’s overall
compensation levels are reasonable and in line with or below the market, regardless
of the combination of fixed and variable payments that the employees earn, then the
Company’s overall compensation expense must be reasonable. Given Mr. Mustich’s
testimony that KAWC’s employee costs are lower than the market for such
employees, irrespective of performance compensation, it should be clear that
employee costs are reasonable. Indeed, without our performance compensation, our
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costs would arguably be unreasonably below the applicable labor market and
insufficient to retain our qualified workforce in the long run. Our performance
compensation plan is not an addition to reasonable compensation; our performance
compensation plan makes our compensation reasonable.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler, Robert V. Mustich, Patrick Baryenbruch

35. Provide all analyses and studies that quantify the benefits Kentucky-American ratepayers
receive from the variable employee compensation plans that are provided to the Service
Company employees.

Response:

Service Company shares the same performance compensation measures’ as Kentucky-
American. Service Company’s performance is measured based on American Water’s
overall performance, which includes KAWC’s performance. See the response to Item
PSC 2-34. In addition, as Company witness Baryenbruch explains, Service Company
provides services to American Water’s affiliates, including KAWC, at cost and at prices
that are more advantageous than could be obtained in the market place; and Service
Company costs are reasonable inclusive of variable compensation.

! Safety & People (15% weighting), Customer (15%), Environmental Leadership (10%), Technology & Operational
Efficiency (10%), and Growth, as measured by Earnings per Share (“EPS”) (50%)



KAW_R_PSCDR2_NUMO036_012519
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

36. Refer to Kentucky-American’s response to Staff’s First Request, Item 1,
KAWC_ 2018 Rate_Case - Support_Services_Exhibit.xls, Labor & Related Tab,
Column 11, Total RYE 6/30/20 Labor & Related Expense. This Exhibit indicates that
labor costs for the Service Company is $6,528,362 in the forecasted period. Separately
identify the amount of Annual and Long-Term Performance Plans that is included in the
forecasted Service Company labor costs.

Response:

The Annual Performance Plan and Long-Term Performance Plan included in the
forecasted period is $696,641 and $480,641, respectively. Please see the table below for a
breakdown by category.

Forecasted Year
7/1/19-6/30/20

Water Sewer Total
Annual Performance Plan 5 695,884 5 757 5 696,641
Long-Term Performance Plan 430,118 522 430,641

51,176,002 $1,279 51,177,281
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

37. Identify, by position, each Service Company employee who is eligible to participate in
the Annual Performance Plan. For each position listed, provide the Annual Performance
Plan budgeted for the forecasted period and the amount allocated to Kentucky-American.

Response:

The Service Company forecast of the Annual Performance Plan (APP) program is not
forecasted and allocated by position. The Service Company employees eligible to
participate in the APP program are all full-time and part-time employees. Please see the
confidential attachment for the employee levels and applicable percentage for each level
available to be awarded. The attachment is being provided pursuant to a petition for
confidential protection. Also, see the response to KAW_R_PSCDR2_NUMO036 012519
for the total amount of APP pay forecasted by the Company.
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ATTACHMENT TO KAW_R_PSCDR2_NUMO037_012519
FILED UNDER SEAL PURSUANT TO THE PETITION FOR
CONFIDENTIAL TREATMENT FILED ON
JANUARY 25, 2019
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa L. Schwarzell

38. Identify, by position, each Service Company employee who is eligible to participate in
the Long-Term Performance Plan. For each position listed, provide the Annual
Performance Plan budgeted for the forecasted period and the amount allocated to
Kentucky-American.

Response:

The Company presumes that the request for budgeted information refers to Long-Term
Performance Plan, not Annual Performance Plan. The Service Company allocation of the
Long-Term Performance Plan (LTPP) program is not allocated in the forecasted period
specifically by position nor is eligibility determined by position. Instead, full-time,
nonunion employees with a salary level 50 through 75 are eligible to participate. Please
see the salary level table provided in response to KAW_R_PSCDR2_NUMO037_0125109.
The individual award grant amount is based on a percentage of base salary, granted in the
form of an equity award (stock options). Also, see the response to
KAW_R_PSCDR2_NUMO036_ 012519 for the total amount of LTPP forecasted by the
Company.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Patrick L. Baryenbruch

39. Refer to Direct Testimony of Patrick L. Baryenbruch, page 3, lines 17-19. Explain
whether Kentucky-American also compared the cost per customer for the Service
Company with the cost per customer of other water companies. If so, provide this
comparison. If not, explain why not.

Response:

No, Mr. Baryenbruch does not include water companies in the comparison group because
there is no publicly available source of cost data for water service companies. Few water
companies have a centralized service company arrangement. Those that do are not
overseen by a single regulatory authority that requires standard informational filings as
does the FERC for the electric utility industry. If a similar source existed for water
service companies, Mr. Baryenbruch would have included them in his cost per customer
comparison.

The vast majority of test year Service Company charges to KAWC are for administrative
and general (A&G)-related services. These are the expenses that are benchmarked by
Mr. Baryenbruch. His experience has shown that A&G services involve similar
processes across different types of utilities. A&G functions include the following:

e Executive Management
e Legal

e Human Resources
Audit Services

Finance

Accounting

Taxes

Budgeting and Reporting
Information Technology
Supply Chain

Rates and Regulatory
External Affairs
Customer Services

Utility service companies provide these services in a similar way and, therefore, valid
cost comparisons can be made across utility industry types.

Take, for instance, accounting services. Regardless of utility type, the work of
accountants revolves around their assigned set of general ledger accounts; they ensure
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transactions have been processed and properly posted to their accounts, reconcile
accounts to subsidiary ledgers, prepare journal entries, compile budget versus actual data,
research variances and prepare cost performance reports for operating managers. These
activities take place in water utilities in the same way as in electric utilities.

Investor-owned utilities of any type have similar processes for tax accounting and
compliance. They all have to deal with federal and state income, property, sales and use
taxes. In general, tax personnel are responsible for determining tax provisions and
preparing and filing various tax returns.

Information technology services cover a broad range of activities that are also generally
quite similar among utilities. Employees are provided with workstations, email,
Microsoft Office, phone service, internet connections and access to financial, human
resources and various other corporate applications. Many of the same applications are
used by different utilities. For example, American Water uses the enterprise resource
planning system called SAP. My electric utility clients Dominion Energy and Southern
California Edison use the same system. Another similar system is PowerPlant, a project
and asset accounting system used by American Water and by my electric utility client
Duke Energy.

Information technology hardware and software is operated and maintained in the same
way regardless of utility type. Application systems run on the utility’s own data center or
on a cloud service provider. They are operated and maintained by the utility’s IT
organization or by an outside service provider. Thus, American Water’s data center
provides the same type of services as the data centers of electric service companies.

The processes and activities associated with delivering other A&G services, such as legal,
procurement, human resources, customer services and executive management are
likewise similar among different types of utilities.

For all these reasons, Mr. Baryenbruch believes his comparison provides a valid and
useful way to put into perspective the A&G-related charges from American Water’s
service company compared to the cost of other utility service companies.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: James S. Pellock

40. Using the table below, provide the requested Annual Performance Plan information for
each Kentucky-American employee for the calendar Years 2013-2018.

Calendar Year
Employee Annual Performance Plan Difference
Name/Position Available Awarded Dollar Percentage

(a) (b) (c) (b)-(c) ((b)-(c) = (b)

Response:

Please refer to KAW_R_PSCDR2_NUMO033_Attachment_Confidential. A portion of the
attachment is confidential and is filed pursuant to a Petition for Confidential Protection.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: James S. Pellock

41. Using the table below, provide the requested Long-Term Performance Plan information
for each Kentucky-American employee for the calendar Years 2013-2018.

Calendar Year
Employee Long Term Performance Plan Difference
Name/Position Available Awarded Dollar Percentage

(a) (b) (c) (b)-(c) ((b)-(c) = (b)

Response:

Please refer to KAW_R_PSCDR2_NUMO033_Attachment_Confidential. A portion of the
attachment is confidential and is filed pursuant to a Petition for Confidential Protection.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler

42. Refer to Kentucky-American’s response to Staff’s First Request, Item 33, 2018 Annual
Performance Plan. State whether the forecasted employee incentive pay to be awarded
under Kentucky-American’s 2018 Annual Performance Plan is similar to the pay under
the plan that the Commission disallowed in Case No. 2004-00103.

a.

Response:

a.

If the incentive plan is the same, explain why Kentucky-American proposes to
include its costs in the determination of rates in this proceeding.

If the incentive plan differs from that reviewed in Case No. 2004-00103, provide
a comparative analysis listing the similarities and differences between the two
incentive plans. Include detailed discussions for each similarity and difference
noted in Kentucky-American’s comparative analysis.

The current performance plan, while similar, is not the same as the 2004 plans.
Please see the Company’s response to Item 34 of this request for an explanation of
why KAWC proposes to include the costs in the determination of rates in this
proceeding.

Please see attachment for a copy to the Company’s 2004 plan brochure. The
Company’s 2018 plan brochure is attached to the Company’s response to ltem 33
of Staff’s First Request. The 2019 plan brochure has not yet been released.
Approximately 40 KAWC employees participated in the 2004 APP. In 2019, APP
eligibility has been extended to include all KAWC employees (both union and
non-union).

The current performance plan differs from the 2004 and 2010 plans in several
ways, including:

e Eligibility for the plan has changed and expanded.
0 In 2004, the plan was only open to exempt employees
o In 2016, non-exempt (non-bargaining unit) employees became eligible
0 In 2017, part time employees became eligible
o In 2019, bargaining unit employees became eligible
Expanding eligibility for the plan to all employees reflects management’s
belief that all employees contribute to efficiency, effectiveness, and customer
satisfaction.
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In 2016, the name of the plan changed to Annual Performance Plan to
emphasize performance.

Other changes include the addition of external benchmarking for customer
satisfaction and safety targets, including only base compensation in
calculation of targets, movement to equal weighting of financial and non-
financial performance and placing greater emphasis and alignment on
business unit performance such that awards for Kentucky American
employees are more heavily weighted on Kentucky American performance
results than overall American Water results once the plan meets overall
funding requirements.

Plan metrics have also changed.

In 2004, Kentucky-American based awards upon the following performance
criteria:

o financial (60 percent - Value Added and Free Cash Flow)

0 operational (25 percent)

o individual (15 percent)

In 2010, Kentucky-American based awards upon the following performance
criteria:
o financial (70 percent = Diluted Earnings Per Share (50%) + Operating
Cash Flow 20%))
o operational (30 percent = Safety (7.5%) + Customer Satisfaction
Survey (7.5%) + Environmental Compliance (7.5%) + Customer
Service Quality (7.5%)).

The performance measures for 2018 are:
o financial (50 percent = Diluted Earnings Per Share)
o operational (50 percent) = Safety & People (15%) + Customer
Satisfaction Survey (15%) + Environmental Leadership (10%) +
Operational Efficiency Improvement (10%)).

Another significant difference between the 2004 plan and the current plan is
that the Company’s current compensation plan targets total direct
compensation (base, short-term variable compensation, and long-term variable
compensation) at the median (50th percentile) of the market. The Company
has submitted a report by Mr. Mustich that demonstrates its current target total
direct compensation (base plus performance pay) is below the market median.

Under the current plans, the overall APP funding is based on achieving both
operational and financial goals. The maximum award pool would be available
if the Company’s goals are achieved for all the overall performance metrics.
If some, but less than all, of the performance goals are achieved, the funding
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is diminished accordingly. No pool is created for less than the minimum
financial threshold performance (90% of plan).
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The 2004 Annual Incentive Plan
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e 20 erican ter nn | cen ve n

The 2004 American Water Annual Incentive Plan (AIP) recognizes the opportunity and
the accountability we share for achieving our goals. Your accomplishments have helped
to build American Water's success to this point, and the AIP will reward you for the
contribution you make to the achievement of our goals.

ols le r e20
As in our all full-time management, professional and technical employees
(exempt f in American Water ¢ re eligible to participate in the 2004 AIP.

Eligible employees who join American Water before September 30 of a plan year
(January 1 — December 31) are also eligible to participate in the plan on a prorated
basis.

Eligible employees seconded from RWE/Thames Water will participate in the plan for
the duration of their secondment.

ort i

Your award opportunity is based on your role. Your manager will confirm your award
opportunity to you in writing.

If you are promoted during the plan year to a position with a higher award level, your
opportunity will be prorated to reflect the full months at each award level. Similarly, if
you are reclassified to a position with a lower AIP award level, your award opportunity
will be prorated to reflect the full months at each award level.

G:\HR\COMMON.PS\WPFILES\AIP\200/\AW AIP BROCHURE 2004 V2.DOC 2 Apl'll 8 y 2004
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at e n as s

The AIP is designed to reward participants for the performance results they and the
Company attain during the plan year. There are three performance components:
financial, operational and individual.

The Financial component includes two new measures — Value Added and Free
Cash Flow |.

Goals will be set for the business unit in which you work based on the 2004 business
plan. In 2003, goals were set at your work and at the next higher organizational
level; in 2004, financial goals will only be based on your business unit level, e.g.,
California American.

The Operational component includes performance measures tied to the American
Water balanced scorecard through which customer service, environmental and
health & safety measures and goals, as appropriate to your role, are the key
performance indicators. Those in American Water Business Center roles in
Voorhees will have a mix of financial and individual measures, but no Operational
component.

The Individual component includes objectives (Key Performance Indicators) within
the company performance management process.

Value Added Examples include: 5 Key Performance

Free Cash Flow | Customer Service — This will Indicators (KPT's) to be
make up 50% of the total agreed by AIP participant
operational component. This and their manager by the end
measure deals with services of April.
that directly benefit the
customer.
Environmental

Health & Safety

...as applicable to your business
unit and role

G:\HRICOMMON.PS\WWPFILES\AIP\200\AW AIP BROCHURE 2004 V2.D0C 3 Apr'l 8, 2004
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A Note on “Value Added” and “Free Cash Flow I”

In the 2003 AIP Plan, the measures were Operating Result and Net Debt. For 2004,
we've chosen Value Added and Free Cash Flow | as the measures for the Financial
component of the AIP because they are critical gauges of our business success, and
are now the standard used by RWE. Here’s how we define these new terms.

Value Added

> An established measure which reflects the contribution made by a business unit
to the Group, relative to its cost of capital

> ltis calculated using operating result and operating assets

Free Cash Flow |

> An important operating figure that is also linked to net debt performance.

> ltisde activities (after interest and tax) plus
capital impact of financial restructuring or
any im

Each measure has equal weighting and business plan performance will deliver half the
relevant financial bonus element. Therefore, if only one measure is met, there could be
a potential award under the plan.

Each performance measure has a straight-line payment profile, with the mid-point
defining “on-target” performance, i.e. 100%. The slope of the payment profile is

d c with the re.
F n perating for
F [ re Intere

Depreciation and Amortization (EBITDA).

In all cases, the 2004 plans have been adjusted for the capital expenditure challenge
that we have set as a company.

G:\HRICOMMON.PS\WPFILES\AIP\2004\AW AIP BROCHURE 2004 V2.D00C 4 Apnl 8 5 2004
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w Is ted

Your award opportunity is based on up to three performance components, depending
on your role. You can earn part of your award for each component independent of the
others. That means you can receive an award based on all, some or none of the
applicable components, depending on actual performance results.

Note that the American Water Board reserves the right to determine whether incentives
are payable to any individual or group of individuals. The Board may withhold all
incentive payments in exceptional circumstances, such as failing to meet minimum
financial goals. In any case, individuals who do not meet our performance expectations
will not be eligible to receive an incentive award.

The portion of your award opportunity you can earn for each component is reflected in
weightings assigned to each, based on your role in the organization, as the following
chart shows.

Regional Managing 70% 20% 10%
Directors & their direct

reports*

Business Center 70% N/A 30%

employees (Voorhees,
Procurement, IT,
Believille, SSC)

Other eligible 60% 25% 15%
management and
exempt employees

* (Does not apply for administrative or short-term special assignment employees who report to Regional Managing
Directors. Those individuals would fit under the “other eligible management and exempt employee category in the
chart above.)

Note that award opportunities for all Business Center (Voorhees) roles will have a mix of
Financial and Individual measures, but no Operational component.

Your manager will discuss these with you and confirm in writing the measures and
weightings that apply to you.

G:\HR\COMMON.PS\WPFILES\AIP\2004\AW AIP BROCHURE 2004 V2.DOC 5 Apnl 8 y 2004
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Here is an example of how the three performance compon their weightings
come together. As you can see, the measures within each nt are also
weighted.

The weightings within the financial component are always based on your business unit
measures of Value Added and Free Cash Flow |, to determine the portion of the
financial component award opportunity that is payable.

You will receive a graph for your business unit. Each he

financial award opportunity payable at a g ven level of Va

Cash Flow | achievement, ranging from a mum hat qualifies
for an award up to the maximum level. Th loser target

financial performance, the higher the award rthe

EXAMPLE

EINESS L INDIVIDUAL
BUSINESS PLAN OPERATIONAL

50% 50%
Key

Performance
Indicators
(KPIs) to be
agreed on by

Value Added Free Cash Flow | AIP participant

: and manager
25%, Environmental by the end of

April.

. Customer
50% Satisfaction

Health &
25% Safety

Performance

Regional or Business Unit Balanced Scorecards Ma‘;‘fgzg‘e”t
0Cess

(Business Objectives and Outcomes) (Individual

Obijectives &
Outcomes)

G\HR\COMMON . PS\WWPFILES\AIP\2004\AW AIP BROCHURE 2004 V2.DOC 6 Apnl 8, 2004
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ance u Can act

We believe it's essential that participants be accountable for, measured on and

ce that they can directly impact or influence. That's why

for the financial component are based on your local or “home”
organization, i.e., the business unit where you work.

Similarly, the operational and individual measures and goals that apply to you will reflect
your role. Your manager will review and discuss all applicable financial and operational
measures and goals with you.

al e ance
The individual performance will be assessed using American Water’s Performance
Management and Development R) process. This process has been
revised to align with the new Bal card. The first section of the PDR form
Key ance tors be
e obj You ntly d
ghtin achi urin with

In overview, the PDR requires each individual to have 5 KPIs agreed at the beginning of
2004. The KPIs should be specific and me 1surable and linked to the Balanced

Each KPI needs %) o]
her KPIs. In this est 1,
ghting, will drive ne s

to a personal development objective. At the beginning of 2005, a structured
performance review will be conducted to determine how well individuals performed
against their KPIs in 2004.

The percentage amounts paid for varying levels of achievement against each KPI
should be as follows:

Performance Category Percent Amounts
e Target not achieved 0%
Target partially achieved 25%
Target largely achieved 75%
Target fully achieved 100%
Target exceeded Up to 120%
Percentages other than t possible. However, be ssed
in 5% increments (so for 50% would be a vali uld
When targets a ap ge of up to 120 Th uld
be used only in ept tstanding performance against KPIs. If an

individual received a “too soon to rate” on their PDR they would not be eligible for an
AIP award.

G3HR\COMMON. PSWPFILESWIP2004\AW AIP BROCHURE 2004 V2.00C 7 April 8, 2004



KAW_R_PSCDR2_NUMO042_012519
Page 11 of 19

w utls ete e

At the end of the year, the amount for each component is based on performance
against each goal within the component and its relative weighting. Here is a simplified
way to think of it.

G HR\COMMON.PS\WPFILESWIP\2004MAW AlP BROCHURE 2004 V2.D0C 8 Apr |l 8 y 2004
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et onuses

er’s alignment with RWE’s incentive processes, the focus of the
the future will be on “target bonus.” Target bonus is defined as

nd indiv s. This means business

tional el the employee has met
the desi combination of company and
would al ses than the agreed maximums.
cap the at a maximum percentage. The following

example will illustrate how the award is calculated.

EXAMPLE:

Regional Employee (other than a Regional Managing Director or their direct report) with
an AlP target of 17.3% and 11.5% of their base pay. Example illustrates 100%
achievement on each AIP performance co

AIP Target. Since it is possible to exceed

has a
the o]
of p ed as exceeding Business Plan
60% 25% 15%
Financial Operational Individual
‘Component Component Component
AlP

Value Free Cash Operational Individual Target"” Maximum®

Added Flow |
Emp. 1 5.2% 5.2% 4.3% 2.6% 17.3% 22.5%
Emp. 2 3.5% 3.5% 2.9% 1.7% 11.5% 15.0%
) ness Plan + 100% of personal KPIs met
@ is defined as exceeding Business Plan

ents r con ble events

The financial data included in the appendices has been prepared on the basis of the
business plans agreed in 2003, using the assumptions set at that time. As in previous
years, the actual results used for assessment will be amended to reflect the impact of
events that are not considered to be within the control of local management. Any such
amendments will require the explicit approval of the Water Division Finance Director,
and where material the Board of RWE Thames Water plc, whose decision will be final.
The following items are those most likely to be considered for amendment:

G:\HRICOMMON.PS\WPFILES\AIP\2004\AW AIP BROCHURE 2004 V2.DOC 9 April 8 , 2004
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The impact of movements in foreign exchange rates

The impact of changes in intra-group recharges

Disposal/acquisition of businesses not a in the business plan, but
subsequently mandated by the Board of

ents

To be eligible to receive an AlP award, you must be actively employed at the end of the
plan year for which the award is earned. However, in case of disability, retirement, layoff

or death during the a prorated award based on full months’ participation in
the plan may be pa e that no AIP awards are payable if termination is for
cause.

If you become eligible to join the AIP during a plan year, any payout for that year will be
prorated to reflect the number of full months you participated in the plan.

Awards are usually determined and paid in cash as soon as practical after RWE’s
release of financial results. Payments will be made by the end of the first quarter of the
following year. Appropriate taxes will be withheld from awards.

The American Water Board reserves the right to determine whether incentives are
payable to any individual or group of individuals. The Board may withhold all incentive
payments in exceptional circumstances, such as failing to reach minimum financial
goals. Individuals with poor performance will not be eligible to receive an incentive
award.

e g c ieve ent

Our AIP goals are challenging, but with your focus and contributions and effective
teamwork, they can be achieved. Remember, your individual results do matter; our
overall performance is the collective results of all AlIP participants.

It's important that you clearly understand your goals, how we're ng against the
goals, and how the AIP works so you know how you personally r performance.
Be sure to talk to your manager or your local HR representative if you have questions.

This brochure describes the 2004 American Water Annual Incentive Plan The Plan Administrator whose
decisions will be final and binding will determine interpretations of the Plan The Company reserves the right
to amend modify, or discontinue the Plan during the plan year or at any time in the future. Participation in the
Plan does not convey any commitment to ongoing employment. If there are any differences between the
information contained here and the Plan Document, the Plan Documents will govern

G\HR\COMMON.PS\WPFILES\AIP\2004\AW AIP BROCHURE 2004 V2.00C 1 0 Apl’“ 8, 2004
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Questions and Answers
Here are answers to a number of questions you may have about the 2004 Annual Incentive

Plan (AlP). If you have additional questions after reading this, please see your manager or local
HR representative.

Background and Rationale for the 2004 A P

Why is American Water introducing a revised annual incentive plan?
Participants need to feel that they can directly affect or influence their goals. We want to make

sure that goals are meaningful to ants: the revised
plan addr nization, we are moving practices that are
consisten

When is the 2004 revised AIP effective?
The plan was effective on January 1, 2004. The performance year is January 1 through
December 31.

How does the plan affect participants?

We expect the r plan to prov er opportunity for excellence to be rewarded.

The financial co will no longe on net debt and operating results. Further, if
only one of the financial components is met — Value Added and Free Cash Flow 1 — there may
possibly be a payment under the plan.

Awards continue to be based on actual base salary as of December 31 of the plan year.

Additionally, the plan reinforces line of sight between participants and the results on which
payouts are based. All three components (financial, operational and individual) will have goals
that can be directly impacted or influenced by participants.

What is meant by “business unit” in the AIP plan?
The business unit is the company entity that will be used for the basis for AIP plan. For
individuals that work in Voorhees office, Shared Services and Belleville Lab, AIP results will be

n in r Reg

, ea ased

o] th els th e
based ting company performance (e.g., California-America, Missouri-American,
Penns merican, etc.)

Eligibi ity

Who is eligible for the 2004 incentive plan?
All full-time management, professional and technical employees (exempt from overtime) are
eligible to participate in the AIP.

Eligible employees seconded from RWE/Thames Water will participate in the plan for the
duration of their secondment.
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What other eligibility criteria are there?
Eligible employees who join American Water before Se of a plan year (January 1 —
December 31) are also eligible to participate in the plan ed basis.

In the event of a participant’s disability, retirement, layoff or death during the year, a prorated
award may be paid, based on the participant’s full months of AIP participation.

Measures and Goals
Why did we select Value Added and Free Cash flow 1 as AIP financial measures?
These measures are the most critical gauges of our business success and are consistent with
RWE across the globe.
How do we define Value Added?
An established measure which reflects the contribution made by a business unit
to the Group, relative to its cost of capital
e ltis calculated using operating result and operating assets

How do we define Free Cash Flow 1?

An important operating figure that is also linked to net debt performance.

itis de activities (after interest and tax) plus
capital impact of financial restructuring or
any im

What does “volatility” mean?
les

How will measurements and targets be established for Customer Service, Environmental
and Health and Safety components in the AIP plan?

The company is currently developing a common approach to support these key measures. As
they are completed, further information will be distributed to employees.

What are KPIs?

KPl is an abbreviation for Key Performance Indicator. KPls are individual performance
objectives that are linked to the company balanced scorecard. All individual KPIs will be
established based on the overall American Water and Regional scorecards to ensure that
employees have work objectives that link back to the overall objectives of the company.

The plan requires that one KPI be linked to a personal development objective, what
would be considered an appropriate personal development objective?

For those individuals who've participated in a PDI assessment, a personal development
objective could be one of the development needs listed in the feedback report. For those not
participating in the PDI assessment it could be based on development needs identified in the
new Be Dictionary. For instance, Analysis and Solving skills may be key for
some e s to meeting performance targets. In a ere they do not have strong
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p in this area, a d be established, which assists the ual develop better
o] mance in this , utilizing descriptions from the Beh Dictionary.
Example:

Development Needed: Employee needs to strengthen ability to analyze and resolve business
issues. Asking probing questions to get to the root of a situation or problem and make decision
based on critical reasoning.

ng decisions, gat her info and
ions to get to the the situ
enefits and make mendat a

and reasoning.

How are financial goals set?
The EMT approves the strategic business plan, which determines annual business plans for the
units.

H erational measures est ?
0 goals and measures tabl the EMT, working with local
management to align the operational goals with business unit targets.

How likely are we to achieve targeted performance levels?
Targets are definitely challenging, but achievable if we maintain our focus. Our AIP goals are
directly in our “line of sight” and to a large exte 1t controllable by each of us.

How will my individual AIP goals be set?
You will work with your manager to agree on KPIs that directly support the overall company
objectives.

Could my KPIs change during the year?
Possibly. The process involves regular review of your progress against your KPls, so this would
be covered in those reviews.

How were the weightings set?
Weightings reflect two sets of considerations:

s the relat of financial, operational and individual goals as a

nt of your opportunity. Generally, the higher you are in the

ion, the m vily weighted your financial goals are. Achievement of
our financial goals essentially allows us to make payouts under the plan. At the
] ial,
e abi
g hm
p e bottom line.
The second is the financial perfo your business unit. Your AIP target,
which is 100% of plan is based o iness unit.

Why do the weightings differ for participants?
One of our key incentive principles is that participants should be measured on performance they
can directly influence. The different weightings reflect this.
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If we have a really strong year, will the goals be set that much higher next year?

To build long-term value, we need to focus on continuously improving our results. That is the
reality of our business environment. We will set goals, but when we do achieve these
challenging goals, we all share in the success through the AIP.

Award Potential

Do incentive award opportunities change for 20047
Award opportunities are still based on the participant’s role. However, because the 2004 AIP
e
a )
t
n design increases the likelihood of award

payments.
How much will my own performance really affect my actual ince ?
Individual performance has a meaningful effect on incentive awards. ponent of your

total opportunity. Depending on your role, it accounts for 15%-30% of your target incentive
opportunity.

In cases of poor individual performance, no incentive award will be paid.

If ’'m promoted during the year, will my award opportunity change?
It depends. If you are promoted to a role with a higher award percentage, then your award
opportunity will be prorated based on the number of full months at the higher level.

If not, then you will continue to have the same award opportunity.

If | do well against my KPls, but we don’t make our operational or financial goals, will |
still receive the portion of my award opportunity based on KPis?

Possibly. Keep in mind that the American Water Board reserves the right to pay no incentive
awards under certain circumstances, such as failing to meet financial targets.

How do the performance ratings in the PDR process link to the Performance Categories
in the AIP plan?

The following is a performance rating equivalency chart. The AIP plan has two types of
progressing categories to recognize gradations in performance.

PDR Rating AIP Performance Category Percentage Amounts
Does Not Meet Target not achieved 0% - 20%
Progressing Target partially achieved 25% - 70%
OR Target largely achieved 75% - 95%
Meets Expectation Target fully achieved 100%
Exceeds Expectation Target exceeded 105% - 120%
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Award Payments

Will a participant who becomes eligible for the AIP during the year be eligible for a
prorated award?

Yes. If hired by September 30 of the plan year, eligible participants will participate on a prorated
basis.

When will awards be distributed?

Typically, awards are determined and paid in cash as soon as practical after the end of the
incentive plan year (December 31). Payments will be made by the end of the first quarter of the
following year.

What happens if a participant leaves during the year?

A participant must normally be actively employed for the full incentive plan year (January 1 -
December 31) for any award to be payable. However, in the case of the disability, retirement,
layoff or death of a participant, a prorated award based on the number of full months’
participation in the plan may be payable.

Will awards be taxed?
Appropriate taxes will be withheld from AIP awards for American nationals and expatriates.

What happens if there’s a change in control?

In the event of a change in control, all awards that have been earned by participants will
become payable on a pro-rated basis. The pro-rated award will be based on the greater of the
awards earned for performance calculated through the quarter ending prior to the change in
control event or target award amounts. All payments will be made in cash.

Communication

Who do | contact if | have questions about the program?
You should contact your manager first. If you still have questions after that, you can contact
your local HR representative.

When will | get updates on business and operational results during the year?
Updates will be provided quarterly by your manager.

How and when will | get feedback on my KPIs?

You should meet formally with your manager for an early first quarter performance discussion,
mid year and again early first quarter of 2005, but you should also be receiving informal
feedback and coach from your manager throughout the year.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kurt Kogler

43. Refer to the Rowe Testimony, page 9, lines 5-6, regarding recovery of employee
incentive compensation costs in rate base. Also, refer to the Kogler Testimony, the
Direct Testimony of Robert V. Mustich, and the Direct Testimony of Timothy Willig,
generally. Finally, refer to Kentucky-American’s response to Staff’s First Request, Item
33, 2018 Annual Performance Plan. State whether the forecasted employee incentive pay
being awarded under Kentucky-American’s 2018 Annual Performance Plan is similar to
the plan whose cost the Commission disallowed in Case No. 2010-00036.*

a. If the incentive plan is the same, explain why Kentucky-American proposes to
include its costs in the determination of rates in this proceeding.

b. If the incentive plan differs from that reviewed in Case No. 2010-00036, provide
a comparative analysis listing the similarities and differences between the two
incentive plans. Include detailed discussions for each similarity and difference
noted in Kentucky-American’s comparative analysis.

C. Provide definitive quantitative evidence that demonstrates a benefit to ratepayers
from Kentucky-American’s short-term and long-term employee incentive
compensation plans.

Response:

a. The current performance plan, while similar, is not the same as the 2010 plans. Please
see the Company’s response to Item 34 of this request for an explanation of why
KAWC proposes to include the costs in the determination of rates in this proceeding.

b. Please see attachment for a copy to the Company’s 2010 plan brochures. The
Company’s 2018 plan brochure is attached to the Company’s response to Item 33 of
Staff’s First Request. The 2019 plan brochure has not yet been released. Please see
the Company’s response to Item 42 of this request for additional information
regarding plan differences.

c. Please see the Company’s response to Item 34 of this request.

! Case No. 2010-00036, Application of Kentucky-American Water Company for an Adjustment of Rates
Supported by a Fully Forecasted Test Year (Ky. PSC Dec. 14, 2010), Final Order at 29-33.
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THE 2010 AMERICAN WATER ANNUAL INCENTIVE PLAN

Your Performance — Your Award

At American Water, your performance counts. We rely on our employees’

knowledge and skills to help the Company achieve its business objectives.

The American Water 2010 Annual Incentive Plan (AIP) is designed to give eligible
exempt employees an annual opportunity to earn a cash award that recognizes and
rewards their contributions to the Company’s success. We continue to make
adjustments to the AIP design to reinforce the link between Company and individual
performance and award payouts. This means that Company and individual
performance are both taken into account to determine cash awards under the plan.

Keeping up our momentum in 2010:

m  We are continuing the funding approach that was used in 2009, which directly
ties the amount of available cash for AIP payouts to Company performance
against specific metrics. AIP funding for all eligible, exempt employees will
depend on the Company’s achieving its financial and non-financial goals.

m Your individual performance continues to play a large role in determining
the amount of your payout. Employees who exceed their performance targets
could receive higher payouts. Conversely, employees who under-perform and do
not meet their performance targets could receive lower payouts or no payout at

all. In short, your performance directly impacts the amount of your award.

The 2010 AIP is designed to challenge and motivate you to perform at your highest
level, and promote the creation of value to the customer and shareholder. Read this

brochure to learn about how the 2010 plan works and what it means for you.
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The 2010 AIP

Elements of the Program

m AP award pool funding is based on overall
corporate performance against specific financial
and non-financial goals (represented by the
Corporate Multiplier), then allocated across
organizational groups/functional areas — at
senior management’s discretion — depending on
organizational group/functional area results.

0 AIP funding for all eligible exempt
employees depends on the Company
achieving its financial as well as non-financial
goals.

0 A pre-determined financial threshold for
Company performance must be met in order
for funding and any award to be provided
under the AIP.

m |ndividual award payouts will be based on
individual performance against specific goals
(represented by the Individual Performance
Factor) and paid from available organizational
group/functional area funding.

m  For 2010, the Individual Performance Factor
range is 0%-150%. Individual payouts will be
capped at 150% of AIP target award.

Award opportunity (Target Award) is expressed as
a percentage of base salary. (See Attachment B).

0 Actual payout may be lower or higher than
target depending on Company and individual
performance against specific goals.

Individual performance is assessed by your
manager and measured against your pre-
determined performance goals.

Your AIP will be distributed as a cash award in
March.

0 You must be actively employed with American
Water on the date awards are made to
receive your 2010 AP payout.

o Ifyou are disabled, retire, or die, you or your
beneficiary may be eligible to receive an
award prorated to reflect your service during
the plan year.

® |t actual Company performance differs from

forecasted Company performance, the American
Water Board or its Designee has the right to adjust
the award determination(s) and/or award
payouts(s) prior to final approval.

Eligibility

m  You are eligible for an AIP award opportunity if you are a regular, full-time

exempt employee of American Water.

o Regular, full-time exempt employees who join American Water on or before

September 30, 2010 are also eligible to participate in the AIP on a prorated

basis.

o Employees transferred from nonexempt to exempt status on or after

September 30" are not eligible in the current plan year.
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® You must be an active employee with American Water on the date the payout is
made in order to receive the award. In certain circumstances, such as disability,
retirement or death, an award may be made — prorated to reflect your service
during the plan year.

m If you are promoted during the plan year to a position with a higher AIP target
level, or if you are reclassified/transferred to a position with a lower AIP target
level, your award payout will be based on your new target level as of December
13, 2010.

m If you transfer from exempt status to nonexempt status during the current plan
year or your job was reclassified to nonexempt status, you are not eligible for a
2010 AIP award.

m |f your performance rating is “Unacceptable” or “Too Soon to Rate,” you will not

receive a payout.

Why Is the Plan Based on Individual Performance?

Since the value (as reflected in our share price and our return to shareholders) and
success of our business depend on the achievement of annual Company and
individual performance goals, American Water recognizes the need to differentiate
and reward the performance of employees who enable us to reach these goals. The
2010 AIP is designed to ensure that award payouts are directly tied to measurable

contributions — both Company and individual — to American Water’s success.
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DETERMINING AIP AWARDS

AIP award payouts depend on individual performance; they also depend on overall
corporate performance and organizational group/functional area results (which
determine award pool funding).

AIP awards will be determined according to the following three-step process:

Step 1: Establish initial award pool based on overall corporate
performance
Step 2: Allocate overall corporate funding to organizational

groups/functional areas, and adjust specific organizational
group/functional area funding to reflect results

Step 3: Determine AIP award based on individual performance;
awards are paid from available organizational group/functional
area funding

Step 1: Establish initial award pool based on overall corporate
performance

Each year, American Water Based on financial (weighted 70%) and
establishes funding for the AIP non-financial (weighted 30%) goals
award pool. In 2010, the funding will

be directly tied to Company Fc"gfggf;fg

performance and represented by Sum of Total Multiplier = Corporate
the Corporate Multiplier. The A e oo Renciig
Corporate Multiplier can range from ' (0%-150%) PO
0% to 150% depending on how well

the Company performed against the /\

financial and non-financial goals / \
described below. Note that a pre-

determined threshold for Company

performance - 2010 Diluted Financial Performance (70% Weight)

Earnings Per Share (EPS) must

be at least 85% of target - must be et * R L

met in order for funding and any 20%

award to be provided under the AIP

for Operating Cash Flow (20%) and Non-Financial Performance (30% Weight)
Non-Financial Performance Factors

(30%). 2010 Diluted Earnings Per Go% | saisiaion | Complance. | Senice
Share (EPS) must be at least 90% e () K

of target for any EPS funding (50%)
and award to be provided under the
AlP.
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m Financial Metrics (Weighted 70%) (See Attachment A)
m Diluted Earnings Per Share (50%) is a widely tracked measure of financial
performance/profitability, and is calculated as follows:

Net Income to Common Stockholders

Average Outstanding Shares (including dilutive securities such as
stock options)

Diluted Earnings per Share

m Operating Cash Flow (GAAP) (20%) reflects the amount of cash
generated from our operations and is used as an additional measure of
profitability. Operating cash flow is calculated as follows:

Net Income
+

Depreciation and Amortization

Deferred Expenses
+/-
Changes in Payables and Receivables

Operating Cash Flow

m Non-Financial Metrics (Weighted 30%)*

Environmental Compliance Notices of Violation (NOVS) (7.5%)
Safety Performance (7.5%)

Customer Satisfaction Survey (7.5%)

Customer Service Quality Survey (7.5%)

*These outcomes are based on a combination of surveys, end-of-year results, data and other
annual reports (see Attachment A at the back of this brochure).

Please note that AIP funding for all employees will depend on how well the
Company achieves its financial goals as well as non-financial goals. A pre-
determined financial threshold for Company performance must be met in order

for funding and any award to be provided under the AIP.
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The financial and non-financial metrics are added together to determine the
Corporate Multiplier. So, even if certain metrics are not achieved, the funding may
be reduced, but not eliminated altogether. However, if the Company’s financial
performance does not meet the threshold, the Corporate Multiplier will be reduced to
zero, which would eliminate your award payout (as indicated in the examples on
page 10). The Corporate Multiplier (and thus funding for payouts) may be adjusted
to take into account “uncontrollable events” including — but not limited to — severe
weather conditions that significantly impact financial results (i.e., hurricanes),
impairment charges, dissolution or acquisition of businesses or costs related to

public offerings.

Step 2: Allocate overall corporate funding to organizational groups/
functional areas, and adjust specific organizational group/functional
area funding to reflect results

Once the overall corporate funding is determined as described under Step 1, senior
management will allocate the Corporate funding to American Water’s organizational
groups and functional areas. The funding for each organizational group/functional
area may be increased or decreased, at senior management’s discretion, to reflect

specific organizational group/functional area results.

Corporate funding is all. ted to organizatii groups/ functional areas; then organizational
group/fi i area funding is adji d, at i t’s discretion, based on results
4 £ Organizational Group/ Organizational Group/
b 4 Functional Area = Functional Area Funding
! 3 Adjustment (XX%) $X00)00
Corporate 1 Organizational Group/ Organizational Group/
funding -< ® Functional Area == Functional Area Funding
" o
$XX, XXX Adjustment (XX%) $IXXHX
® Organizational Group/ .. Organizational Group/
| Functional Area = Functional Area Funding
\ Adjustment (XX%) XXX
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Step 3: Determine individual AIP award based on (a) individual
performance, and (b) available organizational group/functional area
funding; awards are paid from available organizational
group/functional area award pool

Your AIP target award (i.e., your award opportunity) is based on your job with the
Company and is expressed as a percentage of your base salary. Your actual award
payout may be higher or lower than target depending on whether individual and
Company performance goals have been met, and your organizational
group’s/functional area’s results. Contact your manager for information on your
individual AIP Target Award.

Your individual performance factor is based on (a) your performance against specific targets, and
(b) the amount of organizational group/functional area funding available

SXX XXX Individual SXX XXX Award paid from
Individual AIP X Performance = Individual - available
Target Factor Award organizational
(% of Base [x.xx%)] group/functional
Salary) (0%-150%) area award pool

The sum of individual awards for a specific organizational group/functional area must not exceed
the funding allocated to that organizational group/functional area

The Individual Performance Factor represents how well you achieve your annual
individual performance goals. Your Individual Performance Factor (IPF) can range
from 0% to 150%, depending on your performance for the plan year and the amount
of organizational group/functional area funding available. This performance factor
will then be multiplied by your Target Award to determine your 2010 AIP award
payout. Individual payouts will be capped at 150% of AIP target award.

Individual AIP awards are then paid from the available organizational
group/functional area award funding, which may impact the original (IPF%)
determination. The sum of all individual awards within a given organizational

group/functional area must not exceed its allocated pool of dollars.
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WHAT THE 2010 AIP MEANS FOR YOU

Performance Ratings

Most people are motivated to do their best; therefore the better you perform, the

greater your potential award will be under the Plan. It is your responsibility to

maximize your award opportunity by achieving or exceeding your goals.

Each year, you and your manager identify four to six high priority and challenging

performance targets, which represent where you can directly impact the Company’s

success. These performance targets and their weightings should be specific,

measurable and aligned with the Company’s performance targets. During your year-

end performance review, you and your manager will discuss how well you

performed against the established targets, and rate your performance using one of

the following performance ratings:

2010 Performance Rating Scale

Rating Description
Exceptional Contributions are widely recognized as extraordinary. Results far exceed all
defined expectations, producing important and substantial impact on the
Company, Division, Operating Company, Line of Business or Function.
Significant Contributions are widely recognized as distinguished. Results exceed all or most

expectations, producing a tangible and material impact on the Company, Division,
Operating Company, Line of Business or Function.

Commendable

Contributions are widely recognized as meaningful. Results meet, and in some
cases exceed expectations, producing a positive and desirable impact on the
Company, Division, Operating Company, Line of Business or Function.

Adequate

Contributions are widely recognized as limited. Results generally meet but in
some cases fall slightly short of expectations, producing inconsistent and marginal
impact on the Company, Division, Operating Company, Line of Business or
Function.

Unacceptable

Contributions are widely recognized as unsatisfactory. Results fall considerably
short of expectations, producing negligible or no impact on the Company, Division,
Operating Company, Line of Business or Function.

Too Soon to Rate

Contributions cannot be measured at this time because more time is needed to
see a result.
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Later, during the AIP process, your manager will use your rating to determine your
Individual Performance Factor. Depending on how you performed during the year,
you could potentially earn a higher payout than in previous years — or you could
earn a lower payout or no payout at all (as the examples on the following page
demonstrate). In other words, the AIP design gives you more power to impact the
size of your award. It also means that you are more accountable for meeting your

goals.

Award Payout Examples

Let's calculate possible award payouts for a sample AIP participant, under four
possible scenarios:

AIP Participant Assumptions

Salary Level LO7

Annual Base Salary $90,000

Individual AIP Target $13,500 (15% of Base Salary)
Total AIP Funding * $20,000,000

Total AIP Funding for Organizational Group*  $2,000,000

* The total is the sum of the target awards for the eligible employees.

Performance
Scenario 1 Scenario 2 Scenario 3 Scenario 4
m  Company Above Target Target Threshold Below
Threshold
— Financial 1.39 0.94 0.50 0.00
Performance Factor
— Non-Financial 0.77 1.12 0.50 0.00
Performance Factor
® Individual Adequate Exceptional Significant Commendable
— Individual 0.25 1.50 1.05 90
Performance Factor
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Scenario 1 Scenario 2 Scenario 3 Scenario 4
STEP 1: Establish corporate funding based on overall corporate performance
Total of AIP Targets (A) $20,000,000 $20,000,000 $20,000,000 $20,000,000
Financial Performance 1.39x0.70 = 0.94x0.70 = 0.50x0.70 = 0.00x0.70 =
Factor (i) (70% weight) 0.97 0.66 0.35 0.00
Non-Financial 0.77x0.30 = 1.12x0.30= 0.50 x 0.30 = 0.00 % 0.30 =
Performance Factor (ii) 0.23 0.34 0.15 0.00
(30% weight)
i +ii = Corporate 1.20 1.00 0.50 0.00
Multiplier (B)
A x B = Corporate $20,000,000 x1.20 | $20,000,000 x1.00 | $20,000,000 x 0.50 | $20,000,000 x 0.00
Funding = $24,000,000 =$20,000,000 =$10,000,000 =$0

STEP 2: Allocate overall

corporate funding to organizational groups/functional areas; adjust

specific organizational group/functional area funding to reflect results

Organizational Group $2,400,000 $2,000,000 $1,000,000 $0
Pool (C) (Allocated from

corporate funding)

Organizational Group 1.00 .80 1.20 1.00
Adjustment (D) (Target) (Below Target) (Above Target) (Target)
C x D = Organizational $2,400,000 x1.00 | $2,000,000 x 0.80 | $1,000,000 x1.20 $0 x1.00
Group Pool (adjusted = $2,400,000 = $1,600,000 =$1,200,000 =$0

based on results)

STEP 3: Determine individual award based on individual performance and available organizational
group/functional area funding; awards are paid from available organizational group/functional area

award pool
Individual AIP Target (E) $13,500 $13,500 $13,500 $13,500
Individual Performance 0.25 1.50 1.05 .90
Factor (F) (Adequate) (Exceptional) (Significant) (Commendable)
(Range of 0 - 1.50)
ExF = Individual Award 13,500 x 0.25 = 13,500 x 1.50 = 13,500 x 1.05 = 13,500 x .90 =
$3,375 $20,250 $14,175 $12,150
(25% of AIP (150% of AIP (105% of AIP However, payout will
target) target) target) be $0, since award
pool = $0

As you can see, both Company and individual performance can significantly impact your final payout. Also,
remember that the sum of individual awards for a specific organizational group/functional area must equal
the funding allocated to that organizational group/functional area.

Note: If actual Company performance differs from forecasted Company performance, the American Water Board or
its Designee has the right to adjust the award determination(s) and/or award payout(s) prior to final approval.
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Please discuss the AIP with your manager to ensure you clearly understand how the

formula works and how your performance impacts your potential award payout.

Receiving Your AIP Award

Awards will be paid in cash in March of the year following the year in which they are

earned. If you're eligible for an award payout, please keep in mind that:

m The payout will be based on your annual base salary as of December 13, 2010
and subject to all federal, state and local income tax withholdings.

m The American Water Board, or its Designee, reserves the right to determine
whether awards are payable to any individual or group of individuals; the Board

may withhold all award payouts in certain circumstances.

Remember, it's your performance —and your award: The contributions you make to
American Water’s success throughout the year ultimately impact the size of your
payout. Be sure to carefully review this brochure; then speak with your manager
about the AIP and about what you can do to improve your performance and share

the financial rewards of American Water’'s success.
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FREQUENTLY ASKED QUESTIONS

Question Answer
How does the plan reward The AIP allows us to differentiate and reward the performance
performance? of employees who contribute to the achievement of the

Company’s goals. The 2010 AIP directly ties award payouts to
measurable contributions (Company, organizational group/
functional area and individual) to American Water's success.

Who is eligible for the AIP? All regular, full-time exempt employees are eligible to
participate. If you join American Water on or before September
30, 2010, you are also eligible to participate in the plan on a
prorated basis.

What do | have to do to receive an | Any payout will depend largely on your performance, as well as
AIP award? on Company, organizational group/ functional area
performance (including financial and non-financial), which
determines funding.

If your performance is rated “Adequate” or higher, you may
receive an award payout— but only if threshold Company
performance metrics have been met. If your performance
rating is “Unacceptable” or “Too Soon to Rate,” you will not
receive a payout. To maximize your award opportunity, it's
important to meet with your manager to establish meaningful
performance goals, then work hard throughout the year to
achieve those goals.

If actual Company performance differs from forecasted
Company performance, the American Water Board or its
Designee has the right to adjust the award determination(s)
and/or award payout(s) prior to final approval.

How is my AIP target award Your AlP target award opportunity is based on your job and
opportunity determined? How can | expressed as a percentage of your base salary. Please see
| find out what it is? your manager to learn more about your target award

opportunity for 2010.




American Water

KAW_R_PSCDR2_NUMO043_ 012519
Page 16 of 20

Question

Answer

How will my AIP award payout be
calculated?

The size of the pool which funds your award is determined
based on overall corporate performance and adjusted to reflect
specific organizational group/functional area results. AIP
funding for all eligible employees, will depend on the Company
and/or organizational group/functional area achieving its non-
financial as well as financial goals. Once individual awards are
calculated, they are paid from the organizational
group/functional area funding.

If actual Company performance differs from forecasted
Company performance, the American Water Board or its
Designee has the right to adjust the award determination(s)
and/or award payout(s) prior to final approval.

What is the minimum and
maximum that could be paid
under the plan (as a percent of
target)?

AIP award payouts can range from zero, to @ maximum of an
Individual Performance Factor of 150%. Payouts are capped at
150% of AIP target award.

Will | receive an award payout if |
meet my individual performance
goals but the Company does not
achieve minimum (threshold)
performance?

No. A pre-determined financial threshold for Company
performance must be met in order for funding and any award
to be provided under the AIP.

What happens if | leave American
Water before | receive my award
payout?

To receive the award payout, you must be actively employed
with American Water on the date the payment is to be made. If
you are disabled, retire, or die during the plan year, you or your
beneficiary may be eligible to receive an award, prorated to
reflect your service during the year.

What happens if | change job
positions within American Water
during the plan year?

Your award payout will be based on your base salary and
target level percentage as of December 13, 2010.

This brochure is the 2010 American Water Annual Incentive Plan. The American Water Board or its Designee,

whose decisions will be final and binding, will determine interpretations of the Plan. The Company reserves the
right to amend, modify, or discontinue the Plan during the plan year or at any time in the future. Participation in
the Plan does not convey any commitment to ongoing employment.
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2010 AIP FINANCIAL PAYOUT CURVE

DILUTED EARNINGS PER SHARE (EPS)

% Target Achieved % Payout
115% 150%
112% 140%
109% 130%
106% 120%
103% 110%
100% 100%

98% 90%
96% 80%
94% 70%
92% 60%
90% 50%
<90% 0%

OPERATING CASH FLOW

% Target Achieved % Payout
115% 150%
112% 140%
109% 130%
106% 120%
103% 110%
100% 100%

97% 90%
94% 80%
91% 70%
88% 60%
85% 50%

<85% 0%
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2010 AIP NON-FINANCIAL MEASURES

Environmental Compliance

For determining environmental compliance, AW will count Notices of Violation (NOV) for
which the Company is responsible as described in the Environmental Non-Compliance
Reporting Practice. For 2010 AW will continue to use the NOV target of 21.

NOVs Award
11 150%
13 140%
15 130%
17 120%
19 110%
21 100%
23 90%
25 80%
27 70%
29 60%
30 50%

>30 0%

Safety Performance

Safety performance will be determined using the total OSHA Recordable Incident Rate
(ORIR) for American Water. ORIR measures all injuries and illnesses requiring treatment
beyond first aid for every 200,000 hours worked. For 2010 the target has been set at 4.5
which is 15% below the Bureau of Labor Statistics (BLS) Water Utility Average ORIR of 5.3.

ORIR Award
3.5 150%
3.7 140%
3.9 130%
4.1 120%
4.3 110%
4.5 100%
4.7 90%
4.9 80%
5.1 70%
5.3 60%
5.5 50%

>55 0%
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2010 AIP NON-FINANCIAL MEASURES

Service Quality

This metric is measured by the Service Quality Survey (SQS) which is conducted
throughout the year for customers having had recent contact with an AW Customer Service
Representative (CSR), Field Service Representative (FSR) or the web self service system.
The score is based on survey question: “Overall, how satisfied were you with the outcome
of your service contact?” taking the top two response categories (extremely satisfied or very
satisfied) of a 5 point response scale (Extremely Satisfied, Very Satisfied, Somewhat
Satisfied, Somewhat Dissatisfied, Very Dissatisfied). The AW target for 2010 is 85%.

SQS % Award
90 150%
89 140%
88 130%
87 120%
86 110%
85 100%
84 90%
83 80%
82 70%
81 60%
80 50%

< 80 0%

Customer Satisfaction

This metric measures overall customer satisfaction through an annual survey containing the
following question, “Overall, how satisfied have you been with (Company Name) in general
during the past twelve months”, which has a five-point response scale (Extremely Satisfied,
Very Satisfied, Somewhat Satisfied, Somewhat Dissatisfied, Very Dissatisfied), response
percentages in the top three categories are indicative of overall customer satisfaction levels
and a 90% target has been set.

CSS% Award
95 150%
94 140%
93 130%
92 120%
91 110%
90 100%
89 90%
88 80%
87 70%
86 60%
85 50%

<85 0%
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American Water

2010 ANNUAL INCENTIVE PLAN TARGETS

EXEMPT POSITIONS
Grade AIP %
L5-L6 20%

L7 15%
L8-L9 10%
L10 - L12 5%

G:\HR\COMMON.PS\WPFILES\AIP\2010\FinalNAIP Brochure.June 2010.doc
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Robert V. Mustich, Kurt Kogler

44, Provide all studies and analyses that quantify the impact that Kentucky-American's and
Service Company’s incentive compensation programs have on attracting new employees
and employee retention.

Response:

Specific studies and analyses on the impact of incentive (variable) compensation on
attracting new employees and employee retention have not been completed.

Willis Towers Watson’s 2018 General Rate Case Total Remuneration Study (dated
October 26, 2018) indicates short-term variable compensation programs are used by most
investor owned utilities and publicly traded general industry companies to help attract,
motivate and retain critically skilled employees. Kentucky-American’s strategy to
provide short-term variable compensation is consistent with the labor market competitors.

Variable compensation is an important management tool and allows management to
reinforce measure and reward improvements in efficiency, decreasing waste and boosting
productivity. Performance based plans provide employees with monetary recognition on
performance factors.

Robert Mustich provided the following summary of Willis Towers Watson’s 2018
General Rate Case Remuneration Study (dated October 26, 2018). “Overall, our analysis
indicates that Kentucky American Water’s total remuneration programs are comparable
to and competitive with market practices of other similarly sized utilities and are
therefore reasonable. Kentucky American Water, like all the companies it competes with
for talent, has to provide a competitive total remuneration opportunity delivered via
programs that benefit employees, customers and shareholders. Kentucky American Water
attempts to achieve this goal with its balanced and competitive base salary, short-term
and long-term variable compensation programs and benefits. My experience working
with both utilities and general industry companies and the results of this study included
indicate the programs at Kentucky American Water are within a broad range of market
norms and are not excessive in design or level of pay.”
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Kevin N. Rogers

45, Refer to the Rogers Testimony, page 18, line 23 through page 9, line 2, which states that
Kentucky-American identified 152 full-time positions as the appropriate staffing level for
Kentucky-American operations. Describe the process used to determine the appropriate
staffing level for Kentucky-American.

Response:

KAW frequently evaluates its staffing levels based on business conditions and workload.
This evaluation includes planning our annual regulatory work, preventative maintenance
and expectations for frequent seasonal shifts in workload based on weather, customer
activity and other factors such as construction in our service territory that impact our
assets.  Additionally, as our organizational makeup changes through retirements,
departures or terminations we evaluate the skill sets of our current team and identify new
skills and resources needed. We continually strive to balance these needs by reviewing
our organizational structure to cost effectively accomplish the work ahead of us and
minimize costs to our customer.

Please also see pages 19 line 20 through page 23 line 2 of my testimony for an
explanation of why KAWC is increasing its staffing level.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358
COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Melissa Schwarzell

46. Refer to the application, paragraph 5, which states that a QIP will result in less frequent
general rate cases. Provide a comparative analysis with detailed discussion
and supporting workpapers and assumptions to corroborate the contention that a QIP will
result in less frequent general rate cases.

Response:

Please refer to response to Item 57 of this same request. All things being equal, KAWC
should be able to extend the period between general rate case filings with the
implementation of a QIP. For example, the Company will not need to file a general rate
case to recover increased investment for an accelerated infrastructure replacement
program but may need to file a general rate case for revenue shortfalls in an environment
of falling sales.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2018-00358

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION

Witness: Brent E. O'Neill

47. Refer to the O’Neill Testimony, pages 22-24, which cites several studies from the
American Water Works Association. Provide any studies addressing the current state of
water and wastewater infrastructure specific to Kentucky-American.

Response:

Attached please find following studies in two attachments:

Attachment AWWA that includes the following AWWA reports referenced in pages 22-
24 of O’Neill Testimony:

1.

2.

AWWA, 2001. Dawn of the Replacement Era: Reinvesting in Drinking
Water Infrastructure. AWWA, Denver.

AWWA, 2012. Buried No Longer: Confronting America’s Water
Infrastructure Challenge. AWWA, Denver.

Attachment KAWC that includes the following studies/reports commissioned by
Kentucky-American:

1.
2.
3.
4.

5.

Condition Assessment and Long Term Plan, HDR, November 2015

KRS-1 Water Treatment Plant Treatment Master Plan, Hazen, April 2017
KAWC Hydraulic Efficiency Study — Treatment Plant High Service and
finished Water Facilities, HDR, July 2016

KRS-1 Low Service Pumps and Transfer Pumps Evaluation, HDR, November
2018

KRS-1 Residuals Design Development Report, Stantec, March 2018

This attachment is confidential and is being provided pursuant to a petition for
confidential protection.
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An

Analysis

of Twenty
Utilities’

Needs for

Repair and
Replacement

of Drinking Water
Infrastructure

A Study Sponsored by
The AWWA Water Industry
Technical Action Fund

May 2001

Headquarters Office Government Affairs Office
6666 W. Quincy Ave., Denver, CO 80235 1401 New York Ave., NW, Suite 640,
(303) 794-7711 Fax: (303) 794-1440 Washington, DC 20005
http://www.awwa.org (202) 628-8303 Fax (202) 628-2846
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Reinvesting in Drinking Water
Infrastructure

Dawn of the Replacement Era
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Reinvesting in Drinking Water
Infrastructure

Dawn of the Replacement Era

EXECUTIVE SUMMARY

The importance of safe drinking water to public health and the nation’s economic welfare
is undisputed. However, as we enter the 21st Century, water utilities face significant eco-
nomic challenges. For the first time, in many of these utilities a significant amount of
buried infrastructure—the underground pipes that make safe water available at the turn of
a tap—is at or very near the end of its expected life span. The pipes laid down at different
times in our history have different life expectancies, and thousands of miles of pipes that
were buried over 100 or more years ago will need to be replaced in the next 30 years. Most
utilities have not faced the need to replace huge amounts of this infrastructure because it
was too young. Today a new age has arrived. We stand at the dawn of the replacement era.

Extrapolating from our analysis of 20 utilities, we project that expenditures on the order
of $250 billion over 30 years might be required nationwide for the replacement of worn-
out drinking water pipes and associated structures (valves, fittings, etc). This figure does
not include wastewater infrastructure or the cost of new drinking water standards.
Moreover, the requirement hits different utilities at different times and many utilities will
need to accelerate their investment. Some will see rapidly escalating infrastructure expen-
diture needs in the next 10-20 years. Others will find their investment decisions subject to
a variety of factors that cause replacement to occur sooner or at greater expense, such as
urban redevelopment, modernization, coordination with other city construction, increas-
ing pipe size, and other factors.

Opverall, the findings confirm that replacement needs are large and on the way. There will
be a growing conflict between the need to replace worn-out infrastructure and the need to
invest in compliance with new regulatory standards under the Safe Drinking Water Act.
In addition, the concurrent demands for investment in wastewater infrastructure and com-
pliance with new Clean Water Act regulations, including huge needs for meeting com-
bined sewer overflow (CSO) and stormwater requirements, will compete for revenue on

the same household bill.

Ultimately, the rate-paying public will have to finance the replacement of the nation’s
drinking water infrastructure either through rates or taxes. AWWA expects local funds to
cover the great majority of the nation’s water infrastructure needs and remains committed
to the principle of full-cost recovery through rates. However, many utilities may face needs
that are large and unevenly distributed over time. They must manage a difficult transition
between today’s level of investment and the higher level of investment that is required over
the long term. Facing an inexorable rise in infrastructure replacement needs driven by
demographic forces that were at work as much as 100 years ago, compounded by the neg-
ative effects of changing demographics on per-capita costs in center cities, many utilities
face a significant challenge in keeping water affordable for all the people they serve.

AMERICAN WATER WORKS ASSOCIATION )
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Meeting this challenge requires a new partnership in which utilities, states, and the feder-
al government all have important roles. Utilities need to examine their rate structures to
assure long-term viability. States need to streamline their programs. And the federal gov-
ernment needs to significantly increase assistance for utilities.

"To better understand this problem, the American Water Works Association undertook
studies of 20 large and medium utilities. The findings and recommendations of this report
provide the basis for this new partnership to achieve the goal to which we all aspire—the
provision of safe and affordable drinking water for all Americans.

e Water utilities must make a substantial reinvestment in infrastructure over the next
30 years. The oldest cast iron pipes, dating to the late 1800s, have an average life
expectancy of about 120 years. Because of changing materials and manufacturing
techniques, pipes laid in the 1920s have an average life expectancy of about 100
years, and pipes laid in the post-World War II boom can be expected to last about
75 years. The replacement bill for these pipes will be hard on us for the next three
decades and beyond.

* Most utilities are just now beginning to face significant investments for infrastruc-
ture replacement. Indeed, it would have been economically inefficient to make
large replacement investments before now. The utilities we studied are well man-
aged and have made the right decisions. But the bills are now coming due, and they
loom large.

* On average, the replacement cost value of water mains is about $6,300 per house-
hold in today’s dollars in the relatively large utilities studied. If water treatment
plants, pumps, etc., are included, the replacement cost value rises to just under
$10,000 per household, on average.

* Demographic shifts are a significant factor in the economics of reinvestment. In
some older cities, the per-capita replacement value of mains is more than three
times higher than the average in this sample due to population declines since 1950.

* By 2030, the average utility in the sample will have to spend about three and a half
times as much on pipe replacement due to wear-out as it spends today. Even so, the
average utility will also spend three times as much on repairs in that year as it
spends today, as the pipes get older and more prone to breakage.

* The water utilities studied concurrently face the need to replace infrastructure and
upgrade treatment plants to comply with a number of new regulations to be imple-
mented under the Safe Drinking Water Act. Many municipalities also face significant
needs for investments in wastewater infrastructure and compliance. This concurrent
demand significantly increases the financial challenge they face.

* Overall, in the 20 utilities studied, infrastructure repair and replacement requires
additional revenue totaling about $6 billion above current spending over the next
30 years. This ranges from about $550 per household to almost $2,300 per house-

6 AMERICAN WATER WORKS ASSOCIATION
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hold over the period. These household impact figures do not include compliance
with new regulations or the cost of infrastructure replacement and compliance for
wastewater.

* The pattern and timing of the need for additional capital will be different in each
community, depending on its demographically driven replacement “wave.”

* Household impacts will be two to three times greater in smaller water systems
($1,100 to $6,900 per household over 30 years) due to disadvantages of small scale
and the tendency for replacement needs to be less spread out over time.

* Because of demographic changes, rate increases will fall disproportionately on the
poor, intensifying the challenge that many utilities face keeping water affordable to
their customers.

Recommendations:

America needs a new partnership for reinvesting in drinking water infrastructure. There
are important roles at all levels of government.

1) Measures by Utilities and Local Governments

Although the AWWA analysis has looked at the infrastructure issue in the aggregate, many
key issues must be addressed at the local utility level. Utilities should develop a compre-
hensive local strategy that includes:

* Assessing the condition of the drinking water system infrastructure.
¢ Strengthening research and development

* Working with the public to increase awareness of the challenge ahead, assess local
rate structures, and adjust rates where necessary.

* Building managerial capacity.
2) Reform of State Programs

The states too have an important role to play in addressing our infrastructure funding
needs. States may need to match an appropriate share of any new federal funds that are pro-
vided for infrastructure assistance. Moreover, states ne