Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-1:

Provide the following expense account data:

a. Schedules, in comparative form, showing the operating expense account balance
for the base period and each of the three most recent calendar years for each account or
subaccount included in the utility’s annual report. Show the percentage of increase or decrease of
each year over the prior year.

b. A listing, with descriptions, of all activities, initiatives or programs undertaken or
continued by the utility since its last general rate case for the purpose of minimizing costs or
improving the efficiency of its operations or maintenance activities. Include all quantifiable

realized and projected savings.

Response:

a. Please see Excel file “PSC DR 1-01 — OPEX detail.”

b. Since the last general rate case, Water Service Corporation of Kentucky (“WSCK”) has
continued to optimize its chemical dosing, which has reduced the need to backwash to 4-
5 times per month. Each eliminated backwash cycle saves about 60,000-70,000 gallons of
water. WSCK has also continued optimizing the frequency of chemical purchases, which
provides savings of more than $1,200 annually. To ensure WSCK receives the best
possible pricing, WSCK reviews vendor selection for routine materials and services, and
this has saved more than $2,500. In addition to these measures, WSCK has also
continued the following programs and activities that improve efficiency and reduce costs:

e Asset Management Program (Lucity)- Tracks useful life of assets as well as

the replacement cost of all assets.
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» GIS- Effectively maps all assets exact location throughout the system.

e Meter Test Program- Tests meters internally to assure all customers are being
billed accurately.

e Valve Exercise Program- Annual exercise of all critical valves within the
system to assure during a leak event WSCK can contain water loss quickly.

e Biannual Hydrant Exercise Program- Maintains water quality to all customers
by flushing and assures fire protection to all structures throughout the service
area.

e Constant Leak Monitoring and Repair- Assures costs and unaccounted for
water levels remain low.

e Tank Coating Maintenance Repairs - Extends the useable life of all storage
tanks to provide a safe environment to store water.

e Customer Education — The “My Utility Connect” and WSCK website provide

information about water conservation and water quality.

Witness: Seth Whitney and Colby Wilson
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-2:

Provide, in the format provided in Schedule A, schedules showing a comparison of the
balance in the revenue accounts for each month of the base period to the same month of the
immediately preceding 12-month period for each revenue account or subaccount included in the
utility’s chart of accounts. Include appropriate footnotes to show the month each rate change was

approved and the month the full impact of the change was recorded in the accounts.

Response:

Please see Excel file “PSC DR 1-02 — Schedule A — Revenue Info.”
Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-3:

As the historical data becomes available, provide detailed monthly income statements for
each forecasted month of the base period including the month in which the Commission hears

this case.

Response:

Please see Excel file “PSC DR 1-03 — Monthly Income Statements.” This includes

monthly income statements through the period ending May 2022.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-4:

Provide the utility’s cash account balances at the beginning of the most recent calendar

year and at the end of each month through the date of this request.
Response:

Please see Excel file “PSC DR 1-04 — Cash Balances.”

Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-5:

Provide the following monthly account balances and a calculation of the average (13-
month) account balances for the 12 months preceding the base period:

a. Plant in service (Account No. 101);

b. Plant purchased or sold (Account No. 102);

C. Property held for future use (Account No. 105);

d. Completed construction not classified (Account No. 106);

e. Construction work in progress (Account No. 107);

f. Depreciation reserve (Account No. 108);

g. Materials and supplies (include all accounts and subaccounts);
h. Computation and development of minimum cash requirements;

I Balance in accounts payable applicable to amounts included in utility plant in
service (if actual is indeterminable, provide a reasonable estimate.);

J. Balance in accounts payable applicable to amounts included in plant under
construction (if actual is indeterminable, provide a reasonable estimate.); and

K. Balance in accounts payable applicable to prepayments by major category or

subaccount.

Response:

Please see Excel file “PSC DR 1-05 — Monthly Balances.”
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-6:

Provide a detailed analysis of expenses for professional services during the 12 months
preceding the base period, as shown in Schedule B, and all workpapers supporting the analysis.
At a minimum, the workpapers should show the payee, dollar amount, reference (i.e., voucher
no., etc.), account charged, hourly rates and time charged to the company according to each

invoice, and a description of the services provided.

Response:

Please see Excel file “PSC DR 1-06 — Pro Services.”

Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-7:

Provide the following information:

a. A detailed analysis of charges booked for advertising expenditures during the 12
months preceding the base period. Include a complete breakdown of Account No. 660 —
Advertising Expenses, and any other advertising expenditures included in any other expense
accounts, as shown in Schedule C1. The analysis should specify the purpose of the expenditure
and the expected benefit to be derived.

b. An analysis of Account No. 675 — Miscellaneous General Expenses for the 12
months preceding the base period. Include a complete breakdown of this account as shown in
Schedule C2 and provide detailed workpapers supporting this analysis. At a minimum, the
analysis should show the date, vendor, reference (i.e., voucher no., etc.), dollar amount, and brief
description of each expenditure of $500 or more, provided that lesser items are grouped by
classes as shown in Schedule C2.

C. An analysis of Accounts No. 433 and 434 — Extraordinary Income and
Extraordinary Deductions for the 12 months preceding the base period. Include a complete
breakdown of this account as shown in Schedule C3, and provide detailed workpapers supporting
this analysis. At a minimum, the analysis should show the date, vendor, reference (i.e., voucher
no., etc.), dollar amount, and a brief description of each expenditure of $500 or more, provided

that lesser items are grouped by classes as shown in Schedule C3.
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Response:

Please see Excel file “PSC DR 1-07 — Schedules C — Expense Details.”

Witness:

James Kilbane
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Response to Commission Staff’s First Request for Information

Commission Staff 1-8:

Provide an analysis of the utility’s expenses for research and development activities for
the base period and the three most recent calendar years. The analysis should include the
following:

a. The basis of fees paid to research organizations and the utility’s portion of the
total revenue of each organization. Where the contribution is monthly, provide the current rate

and the effective date.

b. Details of the research activities conducted by each organization.
C. Details of services and other benefits provided to the utility by each organization.
d. Annual expenditures of each organization with a basic description of the nature of

costs incurred by the organization.

e. Details of the expected benefits to the utility.

Response:

This is not applicable to WSCK since it has not conducted such research and development

activities.

Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-9:

Provide the following information for the most recent calendar year concerning the utility
and any affiliated service corporation or corporate service division/unit:

a. A schedule detailing the costs charged, either directly or allocated, by the utility
to the service corporation. Indicate the utility’s accounts in which these costs were originally
recorded. For costs that are allocated, include a description of the allocation factors utilized.

b. A schedule detailing the costs charged, either directly or allocated, by the service
corporation to the utility. Identify the utility’s accounts in which these costs were recorded. For

costs that are allocated, include a description of the allocation factors utilized.

Response:

a. This is not applicable because there is no cost charged from the utility to the service
corporation.

b. Please see Shawn Elicegui’s testimony and the attached Cost Allocation Manual
(“CAM”) for description of allocation factors. See Application Exhibit 26 for
information regarding where allocated charges were coded to WSCK on the balance
sheet. All Corporate and Regional Allocations were recorded in 2021 to accounts 691000
and 692000, respectively, as represented in Exhibit 29.18. Please see attached “PSC DR
1-09 — WSC Direct Charges by Account 2021,” that contains notations regarding

allocation methods that were used.

Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-10:

Provide the following information for the most recent calendar year concerning all
affiliate-related activities not identified in response to Item 11:

a. Provide the names of affiliates that provided some form of service to the utility
and the type of service the utility received from each affiliate.

b. Provide the names of affiliates to whom the utility provided some form of service
and the type of service the utility provided to each affiliate.

C. Identify the service agreement with each affiliate, state whether the service
agreement has been previously filed with the Commission, and identify the proceeding in which
it was filed. Provide each service agreement that has not been previously filed with the

Commission.

Response:

a. Please refer to the CAM Manual, which is attached to the testimony of Shawn Elicegui.
b. This is not applicable because the utility does not provide services to other affiliates.

c. The affiliate agreement between WSCK and Water Service Corporation, along with the
Corix Cost Allocation Manual, were attached to the testimony of Shawn Elicegui, which
was filed in this matter on May 31, 2022. The affiliate agreement was included in Docket
2020-00160 as well as prior rate case dockets.

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-11

Describe the utility’s lobbying activities and provide a schedule showing the name,
salary, and job title of each individual whose job function involves lobbying on the local, state,

or national level.

Response:

WSCK does not directly engage in any lobbying activities.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-12:
Provide the following information concerning the costs for the preparation of this case:

a. A detailed schedule of expenses incurred to date for the following categories:

Q) Accounting;

2 Engineering;

3 Legal;

4 Consultants; and

5) Other Expenses (ldentify separately).

b. For each category identified in Item 14.a., the schedule should include the date of
each transaction, check number or other document reference, the vendor, the hours worked, the
rates per hour, amount, a description of the services performed, and the account number in which
the expenditure was recorded. Provide copies of contracts or other documentation that support
charges incurred in the preparation of this case. Identify any costs incurred for this case that
occurred during the base period.

C. An itemized estimate of the total cost to be incurred for this case. Expenses
should be broken down into the same categories as identified in Item 14(a), with an estimate of
the hours to be worked and the rates per hour. Include a detailed explanation of how the estimate
was determined, along with all supporting workpapers and calculations.

d. Provide monthly updates of the actual costs incurred in conjunction with this rate
case, reported in the manner requested in Items 14.a. and 14.b., and a cumulative total of cost
incurred to date for each category. Updates will be due when the utility files its monthly financial

statements with the Commission, through the month of the public hearing.

Response:
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Please see Excel file “PSC DR 1-12 — Rate Case Expenses;” please also see attached supporting

documentation “PSC DR 1-12 — Rate Case expenses” below.
Witness:

James Kilbane


































































































































































Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-13:

Provide the following information with regard to uncollectible accounts for the three

most recent calendar years:

a.

b.

e.

f.

Reserve account balance at the beginning of the year;
Charges to the reserve account (accounts charged off);
Credits to reserve account;

Current year provision;

Reserve account balance at the end of the year; and

Percent of provision to total revenue.

Response:

Please see Excel file “PSC DR 1-13 — Bad Debt Expenses.”

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-14:

Provide the amount of excess deferred federal income taxes resulting from the reductions
in the corporate tax rate in 1986 and 2018, as of the end of the most recent calendar year. Show

the amounts associated with each reduction separately.

Response:
This is not applicable because WSCKY recorded no excess deferred income taxes in 2021.
Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-15:
Provide the following tax data for the most recent calendar year:
a. Income taxes:

Q) Federal operating income taxes deferred — accelerated tax depreciation.

2 Federal operating income taxes deferred — other (explain).

3 Federal income taxes — operating.

4 Income credits resulting from prior deferrals of federal income taxes.

5) Investment tax credit net.

(@) Investment credit realized.
(b) Investment credit amortized — Revenue Act of 1971.

(6) The information in Item 17.a.(1-4) for state income taxes.

(7) A reconciliation of book to federal taxable income as shown in Schedule D1 and a
calculation of the book federal income tax expense for the base period using book taxable
income as the starting point.

(8) A reconciliation of book to state taxable income as shown in Schedule D2 and a
calculation of the book state income tax expense for the base period using book taxable income
as the starting point.

b. An analysis of Kentucky Other Operating Taxes as shown in Schedule D3.

Response:

Please see Excel file “PSC DR 1-15 — Tax Info” for responses to Items 1-4 and 6.
Item (5) is not applicable because WSCKY had no investment tax credit in 2021.

Please see Excel file “PSC DR 1-15 — Tax Info Schedules D” for responses to Items 7,8, and 8b.
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Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-16:
Provide a copy of federal and state income tax returns for the most recent tax year,

including supporting schedules.

Response:

Please see attached CONFIDENTIAL files labeled “PSC DR 1-16 — 2020 WSCKY Federal

Proforma Tax Return” and “PSC DR 1-16 — 2020 WSCKY State Income Tax Return.”

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-17:

Provide a schedule of franchise fees paid to cities, towns, or municipalities, including the

basis of these fees.

Response:

This is not applicable as WSCK does not pay franchise fees.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-18:

Provide the journal entries relating to the purchase of utility plant acquired as an
operating unit or system by purchase, merger, consolidation, liquidation, or otherwise currently
included in rate base. Also, provide a schedule showing the calculation of the acquisition
adjustment at the date of purchase for each item of utility plant, the amortization period, and the

unamortized balance at the beginning of the base period.

Response:

This is not applicable as WSCK did not acquire a utility plant in this manner.

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-19:
Provide the utility’s rate base, capital structure, and statement of income for the most
recent 12 months preceding the base period and for the base period. Provide a reconciliation with

detailed explanations.

Response:

Please see Excel file “PSC DR 1-19 — Financial Information.”
Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-20:
Provide the capital structure at the end of the five most recent calendar years and each of

the other periods shown in Schedule E1 and Schedule E2.

Response:

Please see Excel file “PSC DR 1-20 — Schedules E — Cap Structure.” Please note the capital

structure details shown are for CRU, WSCK’s parent.

Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-21:

Provide the following:

a. A list of all outstanding issues of long-term debt as of the end of the latest
calendar year together with the related information as shown in Schedule F1.
b. An analysis of short-term debt as shown in Schedule F2 as of the end of the latest

calendar year.

Response:

Please see Excel file “PSC DR 1-21 — Schedules F — Debt Information.”
Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-22:
Provide a reconciliation and detailed explanation of each difference, if any, in the utility’s

capitalization and net investment rate base for the base period and forecast period.

Response:

See Exhibit 8 of the Application for the forecast period. Please also see Excel file “PSC DR 1-

22 — Rate Base to Capitalization Reconciliation.”
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-23:
Provide the information shown in Schedule G for each construction project in progress,
or planned to be in progress, during the 12 months preceding the base period, the base period,

and the forecasted test period.

Response:

Please see Excel file “PSC DR 1-23-25 — Schedules G H and | — Capital Project Info.”

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-24:
Provide, in the format provided in Schedule H, an analysis of the utility’s Construction
Work in Progress (CWIP) as defined in the Uniform System of Accounts for each project

identified in Schedule G.

Response:

Please see Excel file “PSC DR 1-23-25 — Schedules G H and | — Capital Project Info

Witness:

James Kilbane
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Commission Staff 1-25:

Concerning the utility’s construction projects:

a. For each project started during the last five calendar years, provide the
information requested in the format contained in Schedule I11. For each project, include the
amount of any cost variance and delay encountered, and explain in detail the reasons for such
variances and delays.

b. Using the data included in Schedule 11, calculate the annual “Slippage Factor”
associated with those construction projects. The Slippage Factor should be calculated as shown
in Schedule 12.

C. In determining the capital additions reflected in the base period and forecasted test

period, explain whether the utility recognized a Slippage Factor.

Response:

In response to items (a) and (b), please see Excel file “PSC DR 1-23-25 — Schedules GHand | —
Capital Project Info.” Regarding item (c), the utility did not use a slippage factor. The estimates

WSCK used for the base period and forecasted period for capital are well defined.
Witness:

James Kilbane
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Commission Staff 1-26:

Describe in detail how the base period capitalization rate was determined. If different
rates were used for specific expenses (i.e., payroll, clearing accounts, depreciation, etc.), indicate
the rate and how it was determined. Indicate all proposed changes to the capitalization rate and

how the changes were determined.

Response:

There are two capitalization rates used: AFUDC and capitalized time. For forecast purposes,
capitalized time uses a $41.65 per labor hour rate, which is the current blended rate for WSCK
employees at the time of filing. For an explanation of capitalized time, please see the attached
document referenced as “PSC DR 1-26 — Capitalized Time Guidelines.” For AFUDC, please see

Excel file “PSC DR 1-27 — 2021 AFUDC.”

Witness:

James Kilbane
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Commission Staff 1-27:

Provide a calculation of the rate or rates used to capitalize interest during construction for
the three most recent calendar years. Explain each component entering into the calculation of the
rate(s).

Response:

Please see Excel file “PSC DR 1-27 — 2020 and 2019 AFUDC:;” which is the same rate for both

years. For 2021, please see Excel file “PSC DR 1-27 — 2021 AFUDC.”

Witness:

James Kilbane
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Commission Staff 1-28:
State whether any changes have been made to the utility’s internal accounting manuals,
directives, and policies and procedures since the utility’s most recent rate case. If so, provide

each item that was changed and identify the changes.

Response:

Please see Excel file “PSC DR 1-27 — 2021 AFUDC” for AFUDC procedures that WSCK

formalized in 2021.
Witness:

James Kilbane
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Commission Staff 1-29:

Provide the utility’s long-term construction planning program.

Response:

WSCK’s process for construction planning is embedded in its budgeting process. It has a five-
year plan in which the first three years comprise the actual budget while years 4 and 5 are
forecasted. The process starts by the operations team identifying the needs of the system. The

focus of the planning is:

Public & system safety

System integrity & reliability

Cost impact to rate payers

Growth

Technology advancements & best practices

After the operations team has identified projects, WSCK then begins preliminary planning and
creates proposed budgets. This planning information is then built into the actual budget, and the
budget review and approval process refines the planning goals and budget allocations. After the

budget has been approved, the following steps occur:

- Develop engineering cost estimate and schedule

- Create business case and obtain approval from the internal capital project review
team

- Obtain final engineering & design

- Project bidding phase
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- Construction phase

These processes are ongoing so that WSCK can identify changing needs or priorities and
incorporate them into the forecasting plan in a timely manner. This creates stability in the
planning process, and WSCK can address projects quickly based upon their criticality and

priority.
Witness:

Seth Whitney
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-30:
Provide a copy of the utility’s most recent depreciation schedule. The schedule should
include a list of all facilities by account number, service life and accrual rate for each plant item,

the methodology that supports the schedule, and the date the schedule was last updated.
Response:

Please see Excel file “PSC DR 1-30 — Depreciation Schedule Report Output.”
Witness:

James Kilbane
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Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-31:
Provide a complete description of the utility’s Other Post-Employment Benefits

package(s) provided to its employees.

Response:

The utility does not offer any post-employment benefits to employees.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
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Commission Staff 1-32:
Provide a complete description of the financial reporting and ratemaking treatment of the

utility’s pension costs.

Response:

The utility does not have a pension plan. The utility offers and administers a 401(k) plan, “The
Corix Affiliated Companies (US) 401(k) Plan”. The utility’s financial reporting for the 401(k)
Plan follows Economic Retirement Income Security Act (ERISA) requirements, including the
filing of an annual IRS 5500 tax return with audited plan financial statements. The utility also
offers and administers a Registered Retirement Savings Plan (RRSP) for its Canadian
Employees. The utility’s financial reporting for the RRSP follows Canadian Regulatory Agency
process requirements, conforms to all Capital Appreciation Plan (CAP) Guidelines, and is
coordinated by plan advisors and record keeper. The ratemaking treatment of these plans include:
a partial/allocated portion of retirement plan savings costs for support and/or corporate
employees providing services to WSCK and a direct allocation of the retirement plan savings

costs for direct employees of WSCK.

Witness:

James Kilbane
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Commission Staff 1-33:
Provide detailed descriptions of all early retirement plans or other staff reduction
programs the utility has offered or intends to offer its employees during either the base period or

the forecasted test period. Include all cost-benefit analyses associated with these programs.
Response:

WSCK does not have any early retirement or staff reduction programs.

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-34:

Provide all current labor contracts and the most recent labor contracts previously in

effect.

Response:

WSCK does not have any current or recent labor contracts in place.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information
Commission Staff 1-35:
Provide the information requested in Schedule J for budgeted and actual numbers of full-
and part-time employees, regular wages, overtime wages, and total wages by employee group, by

month, for the three most recent calendar years, the base period, and the forecasted test period.

Explain any variance exceeding 5 percent.

Response:

Please see Excel file “PSC DR 1-35 — Schedule J — Employee Info.”

Witness:

James Kilbane
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Response to Commission Staff’s First Request for Information

Commission Staff 1-36:
For each employee group, state the amount, percentage increase, and effective dates for
general wage increases and, separately, for merit increases granted or to be granted in the past

two calendar years, the base period, and the forecasted test period.

Response:

Please see Excel file “PSC DR 1-36 — Merit Increase Information,” a portion of which is being

filed in conjunction with a Petition for Confidential Treatment.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-37:

For the base period and three most recent calendar years, provide a schedule reflecting
the job title, duties and responsibilities of each executive officer, the number of employees who
report to each officer, and to whom each officer reports, and the percentage annual increase and
the effective date of each increase. For employees elected to executive officer status since the

test year in the utility’s most recent rate case, provide the salaries for the persons they replaced.

Response:

Please see Excel file “PSC DR 1-37 — ELT Increases, Duties, and Direct Reports 2019 — 2022.”

Witness:

James Kilbane
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Response to Commission Staff’s First Request for Information

Commission Staff 1-38:

Provide, in the format provided in Schedule K, the following information for the utility’s
compensation and benefits, for the three most recent calendar years and the base period. Provide
the information individually for each corporate officer and by category for Directors, Managers,
Supervisors, Exempt, Non-Exempt, Union, and Non-Union Hourly. Provide the amounts, in
gross dollars, separately for total company operations and jurisdictional operations.

a. Regular salary or wages.

b. Overtime pay.

c. Excess vacation payout.

d. Standby/Dispatch pay.

e. Bonus and incentive pay.

—h

Any other forms of incentives, including stock options or forms of deferred
compensation (specify).
g. Other amounts paid and reported on the employees” W-2 (specify).
h. Healthcare benefit cost.
(1) Amount paid by the utility.
(2) Amount paid by the employee.
i. Dental benefits cost.
(1) Amount paid by the utility.
(2) Amount paid by the employee.
j.  Vision benefits cost.
(1) Amount paid by the utility.

(2) Amount paid by the employee.
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k. Life insurance cost.
(1) Amount paid by the utility.
(2) Amount paid by the employee.
I. Accidental death and disability benefits.
(1) Amount paid by the utility.
(2) Amount paid by the employee.
m. Defined Benefit Retirement cost.
(1) Amount paid by the utility.
(2) Amount paid by the employee.
n. Defined Contribution —401(K) or similar plan cost. Provide the amount paid by
the utility.
0. Cost of any other benefit available to an employee, including fringe benefits
(specify).

Response:

Please see Excel File “PSC DR 1-38 — Schedule K — Payroll Info.”

Witness:

James Kilbane
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Commission Staff 1-39:
For each benefit listed in Item 41 above for which an employee is required to pay part of
the cost, provide a detailed explanation as to how the employee contribution rate was

determined.

Response:

EE Cost for US Medical Plans — The total premiums (EE+ER) are a function of the Per
Employee Per Month (PEPM) cost of the utility’s medical plan. The PEPM is based on
administrative costs and expected claims costs, which are BCBS forecasts based on
weighted claims activity from recent plan years. Once the PEPM is set, the employee and
employer portions are determined. The percentage of the employee’s share of the total
premium is a management decision made with consultation from the utility’s broker and
plan advisor. For recruiting and retention purposes, the utility has set the employee’s
percentage share of medical premiums at a rate that is competitive within the market. The
employee’s premium costs are also benchmarked annually against both employers in the
utility industry and private sector employers within WSCK’s geographic footprint to

ensure that the utility’s employee premiums remain competitive year over year.

EE Cost for Canadian Medical Plans — The amount of Flex Credits provided to
employees in each tier level is a function of claims activity and administrative costs within
the plan. While each employee is provided with flex credits based on their family (single,
couple, or family), how they spend those credits will vary based on the medical plan they
choose. The rates for each plan are established by SunLife. The employee portion of any

premiums will vary based on each individual employee’s elections. For example, an
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employee with a spouse (couple) who enrolls in the Elite plan (Option 4) will have a

higher premium cost than a similarly situated employee enrolling in the Cost Management

plan (Option 2).

Witness:

James Kilbane
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Commission Staff 1-40:

Provide a listing of all health care plan categories, dental plan categories, and vision plan
categories available to corporate officers individually and to groups defined as Directors,
Managers, Supervisors, Exempt, Non-Exempt, Union, and Non-Union Hourly employees (e.g.,
single, family, etc.). Include the associated employee contribution rates and employer
contribution rates of the total premium cost for each category, and each plan’s deductible(s)

amounts.

Response:

Please reference the “PSC DR 1-40 — 2022 Benefits Guide.”

Witness:

James Kilbane
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Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-41:

Provide each medical insurance policy that the utility currently maintains.

Response:

In the United States, the utility offers two medical plan options through Blue Cross Blue Shield of
Illinois: 1) Low Deductible PPO and 2) High Deductible PPO with HSA Eligibility. Note: In
Canada, employees enroll and participate in a government health plan within their province. The
four health plan options offered through the benefits program are not full coverage options but
rather are a supplement to cover services that a provincial health plan does not cover. Please see
page 3 of the 2022 Core Flex Benefits eGuide for additional information.

Please see the following attachments for more information regarding medical insurance policies:

e “PSCDR 1-41 - PG2979 PPO SBC — Summary of Benefit Coverage for 2022 Low
Deductible Medical Plan”

e “PSC DR 1-41 PG2984 HSA SBC — Summary of Benefit Coverage for 2022 High
Deductible Medical Plan”

e “PSC DR 1-40 — 2022 Benefits Guide”

e “PSC DR 1-41 — 2022 Core Flex Benefit eGuide;” and “PSC DR 1-41 — SunL.ife e-
Booklet”

Witness:

James Kilbane
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Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-42:

Provide a listing of all life insurance plan categories available to corporate officers
individually and to groups defined as Directors, Managers, Supervisors, Exempt, Non-Exempt,
Union, and Non-Union Hourly employees. Include the associated employee contribution rates

and employer contribution rates of the total premium cost for each plan category.

Response:

The 2022 Benefits Guide (US) and 2022 Core Flex Benefit eGuide (Canada) detail the company’s
life insurance options. Employer and employee contribution rates are contained within the
attached materials listed below. Note: For employees eligible for and enrolled in the Canadian
Benefits Plan, the employer costs are limited to Flex Credits, which employees are allocated each
year based on coverage level. Employees choose to spend these Employer provided credits on the
options they choose at enrollment (Health, Dental, Vision, Life Insurance, Etc.). For 2022, the
flex credit amounts (employer costs) are as follows: 1) Single Employee $2,160 (CAD); and 2)

Employee & Spouse $3,650 (CAD); Employee + Family $5,460 (CAD).

Please see the following attachments for more information regarding life insurance policies:

e “PSC DR 1-40 — 2022 Benefits Guide”

e “PSC DR 1-41 — 2022 Core Flex Benefit eGuide”

e “PSC DR 1-41 — SunLife e-Booklet”

e “PSC DR 1-42 — Corix Dental Vision Rates Contributions — 2019 — 2022
e “PSC DR 1-42 — Corix Medical Rates & Contributions — 2019 — 2022

e “PSC DR 1-42 — Corix Life Disability Rates — 2019 — 2022”

Witness:

James Kilbane












Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-43:

Provide a listing of all retirement plans available to corporate officers individually and to
groups defined as Directors, Managers, Supervisors, Exempt, Non-Exempt, Union, and Non-
Union Hourly employees. Include the associated employee contribution rates, if any, and

employer contribution rates of the total cost for each plan category.

Response:

The utility offers retirement plans to all employees who meet the eligibility requirements of the
plans, and eligibility is not limited to any one category of directors; managers; supervisors, or

employees, whether exempt or non-exempt status. The plans are:

. Corix Group Registered Retirement Savings Plan (RRSP) for Canadian Employees

. Corix Affiliated Companies (US) 401(k) Plan (401k) for US Employees

. Corix Non-Qualified (Non-Q) Deferred Compensation Plan
Note on Non-Q Plan: The non-qualified deferred compensation plan is available to eligible
employees that meet the IRS designation of a Highly Compensated Employee (HCE) by earning
more than $135,000/year in the previous plan year. The Non-Q plan was established to allow the
utility to make a non-elective retirement contribution (NEC) (3% of eligible wages) to those
employees while meeting IRS contribution requirements, like the NEC made to the 401(K) plan for
non-HCEs. These HCESs are not eligible to receive the 3% NEC contribution in the 401(k)-plan due

to their HCE status. Employees can choose to defer a portion of their income to the plan, but the

utility only contributes the NEC to the plan.
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The employer contributions to the plans are as follows:

Corix Affiliated Companies (US) 401(k) Plan

Employer Matching

Group Registered Retirement Savings Plan (CA)

Employer Matching

Employee Contribution % Contribution % Employee Contribution % Contribution %
0 0
1 1
2 2
3 3
. 4 4
5 4 5 5
Above 5% 4 Above 5% 5

In addition to the match, there is an Employer Non-
Elective Contribution (NEC) of 3% regardless of
employee participation/deferral election.

Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Response to Commission Staff’s First Request for Information

Commission Staff 1-44:

Concerning employee fringe benefits:

a. Provide a detailed list of all fringe benefits available to the utility’s employees.
Indicate any fringe benefits that are limited to management employees.

b. Provide comparative cost information for the 12 months preceding the base period

and the base period. Explain any changes in fringe benefits occurring over this 24-month period.

Response:

a. The utility does not offer fringe benefits to an entire group of employees,
managers, or other category of personnel. Only one employee within the allocation receives a
negotiated vehicle allowance on an individual basis: Steve Lubertozzi, who receives $5,800
(USD) per annum.

While not a fringe benefit, for transparency and disclosure, Corporate Officers
(members of the ELT) receive two additional types of cash compensation, as outlined in their
employment agreements for use at their discretion. Those are Perquisite Pay and Supplemental

Retirement:

. Perquisite Pay: $17,500 per annum to cover all other benefits and perquisites
including, without limitation: car allowance, club memberships, executive health plans, RRSP
contributions, financial counseling, fuel, mileage, parking, etc. Such amounts are payable over
the course of the year in each pay period in equal amounts and shall be subject to any required
deductions or withholdings. The employee shall be responsible for the full tax liability on this
benefit, including the tax liability on the reimbursed expenses and fuel and parking expense, and

for all other liabilities arising therefrom, including the use of any car. The foregoing is subject to
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any reasonable restrictions, terms and conditions that Corix may set or amend from time to time.

. Supplemental Retirement: Corix shall provide an amount equal to 15% of the
employee’s annual base salary in lieu of a pension plan. Such amounts shall be payable over the
course of the year in each pay period in equal amounts and shall be subject to any required
deductions or withholdings. The employee shall be responsible for the full tax liability on this
benefit. The foregoing is subject to reasonable restrictions, terms and conditions that Corix may

amend from time to time.

b. No changes in fringe benefit offerings have occurred during the 24-month period

in question.

Witness:

James Kilbane
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Water Service Corporation of Kentucky
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Commission Staff 1-45:

State whether the utility, through an outside consultant or otherwise, performed a study or
survey to compare its wages, salaries, benefits, and other compensation to those of other utilities
in the region, or to other local or regional enterprises.

a. If comparisons were performed, provide the results of the study or survey,
including all workpapers and discuss the results of such comparisons. State whether any
adjustments to wages, salaries, benefits, and other compensation in the rate application are
consistent with the results of such comparisons.

b. If comparisons were not performed, explain why such comparisons were not

performed.

Response:

a. Please see exhibit 9.6 testimony of Quentin Watkins for a wage and benefits study,
submitted confidentially with the application. See exhibit 9.1 testimony of Seth Whitney
submitted with the application for a discussion of the consideration of wage and benefit study in

forecast period for salaries and wages

b. WSCK performed comparisons and, therefore, this is not applicable.

Witness:

Quentin Watkins and Seth Whitney
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Commission Staff 1-46:

Regarding the utility’s employee compensation policy:

a. Provide the utility’s written compensation policy as approved by the board of
directors.
b. Provide a narrative description of the compensation policy, including the reasons

for establishing the policy and the utility’s objectives for the policy.

C. Explain whether the compensation policy was developed with the assistance of an
outside consultant. If the compensation policy was developed or reviewed by a consultant,
provide any study or report provided by the consultant.

d. Explain when the utility’s compensation policy was last reviewed or given
consideration by the board of directors.

e. Explain whether the utility’s expenses for wages, salaries, benefits, and other
compensation included in the base period and any adjustments to the base period, are compliant

with the board of director’s compensation policy.

Response:

a. The utility does not have a written policy regarding compensation. The utility’s
consistent compensation practice/philosophy, which is executed at the board of directors’

direction, is to employ a P50 or market-midpoint-based compensation strategy.

b. To attract and retain top talent, Corix, and its subsidiaries and affiliates, including
WSCK, must be competitive in the national, regional, and local markets. The company’s total

compensation structure for employees includes some or all the following: base pay; variable pay;
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and benefits including health insurance, leave, retirement, and other compensation. To remain
competitive in the employment market, Corix identifies and targets the market midpoint or
median (as applicable for each position) for total compensation. Corix’s variable pay programs
include the Employee Incentive Plan (EIP) and the Long-Term Incentive Plan (LTIP). Directors,
Vice Presidents, Presidents, and Senior Vice Presidents (collectively, “Senior Management
Employees”) are eligible for EIP. Members of the Executive Leadership Team (“ELT”) are

eligible for EIP and LTIP.

Senior Management Employees of a Business Unit are eligible to earn variable pay
depending on a combination of Corix’s performance, their Business Unit’s performance, and
their personal performance. Senior Management Employees and ELT who are part of the
Corporate and Support Services functions do not have a Business Unit score. Employees are
eligible to earn variable pay up to a set percentage of their base compensation. ELT employees
are eligible to earn LTIP variable pay depending on Corix’s performance, over a rolling three-
year period. The LTIP averages the same Company Performance scores described above to
determine a long-term score. This multi-year average score is multiplied by a target percentage
of salary for the position.

Variable pay is a common component of compensation packages because it incentivizes
good performance and ties a portion of compensation to an employee’s ability to achieve positive
results that benefit the company’s stakeholders in the near and long-term, including its

customers. Variable pay is part of most companies’ compensation packages in the U.S.

1https://worldatwork.org/media/CDN/resources/surveys/2021 Incentive%20Pay%?20Practices-
Privately%20Held.pdf
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Specifically, long-term incentive plans such as that offered by Corix are an expected and

necessary component of modern compensation plans.

c. The utility’s compensation strategy was not developed by an outside consultant; the
compensation strategy has been reviewed and applied by consultants performing executive
compensation studies as directed by the board of directors.

For non-executive roles, the same compensation philosophy applies, but relies on
research rather than consultant work. The utility purchases access to compensation survey data
that various credible sources compile and analyze. These sources include but are not limited to:
the American Water Works Association (AWWA), Mercer, Willis Towers Watson, PayScale,
and the Economic Research Institute. These sources are used to match the utility’s positions to
the market equivalents and inform the appropriate Company midpoint to which they are aligned

based on the utility’s market-midpoint compensation philosophy.

d. The utility’s compensation practices were last reviewed and/or given consideration in
August 2021, when Mercer completed the utility’s typical tri-annual review of executive

compensation.

e. Yes, the salary, wages, benefits, and other compensation included in the base period
are compliant with the board of directors’ direction. Further, the board approves any annual
performance-based merit process budgets, and any market-based adjustments outside of the merit
process are consistent with the board’s direction of a P50 or Market-Midpoint compensation

philosophy.
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Witness: James Kilbane.
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Commission Staff 1-47:
To the extent not provided in the responses above, provide all wage, compensation, or

employee benefits studies, analyses, or surveys conducted since the utility’s last rate case or that

are currently utilized by the utility.

Response:

Please see response to response to PSC DR 1-45. Please also see “PSC DR 1-47 — Updated L48
Hiring Entry Point Guidance — 4.20.2022 CONFIDENTIAL,” which is being filed with a
Petition for Confidential Treatment, and “PSC DR 1-47 — On Call Practices” for results of an

internal salary survey.
Witness:

James Kilbane
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Commission Staff 1-48:
Provide the average number of customers on the utility’s system (actual and projected),

by rate schedule, for the base period and the three most recent calendar years.
Response:
Please see “Application Exhibit 29 Schedule A, Revenue Statistics.”

Witness: James Kilbane
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Commission Staff 1-49:
To the extent not already provided, provide a copy of each cost of service study, billing

analysis, and all exhibits and schedules that were prepared in the utility’s rate application in

Excel spreadsheet format with all formulas, columns, and rows unprotected and fully accessible.

Response:

All responsive exhibits and excel spreadsheets are being filed with the following file name
prefix: “PSC DR 1-49,” some of which are being filed in conjunction with a Petition for

Confidential Treatment.

Witness:

James Kilbane
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Commission Staff 1-50:
To the extent not already provided, provide all workpapers, calculations, and assumptions
the utility used to develop its forecasted test period financial information in Excel spreadsheet

format with all formulas, columns, and rows unprotected and fully accessible.

Response:

All excel workpapers related to this case that are not included in response to PSC DR 1-49 are
being filed with the following file name prefix: “PSC DR 1-50.” Other workpapers are attached

below.

Witness:

James Kilbane
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Corix Infrastructure
2019-2022 Dental & Vision Premium Rates and EE/ER Contributions

2019 2020 2021 2022
EE EE+SP EE+CH FAM EE EE+SP EE+CH FAM EE EE+SP EE+CH FAM EE EE+SP EE+CH FAM
x O
5 & Premium Rate $22.69 $46.95 $55.19 $85.49 $24.28 $50.24 $59.05 $91.47 $25.98 $53.76 $63.18 $97.87 $28.58 $59.14 $69.50 $107.66
O —
B E EE Contribution $6.81 $14.09 $16.56 $25.65 $7.28 $15.07 $17.72 $27.44 $7.79 $16.14 $18.96 $29.36 $8.57 $17.76 $20.86 $32.30
(%)) C
; 8 ER Contribution $15.88 $32.86 $38.63 $59.84 $17.00 $35.17 $41.33 $64.03 $18.19 $37.62 $44.22 $68.51 $20.01 $41.38 $48.64 $75.36
=
C:) g Premium Rate $7.04 $11.28 $11.49 $18.53 $7.04 $11.28 $11.49 $18.53 $7.04 $11.28 $11.49 $18.53 $7.04 $11.28 $11.49 $18.53
O
B g EE Contribution $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
e
; g ER Contribution $7.04 $11.28 $11.49 $18.53 $7.04 $11.28 $11.49 $18.53 $7.04 $11.28 $11.49 $18.53 $7.04 $11.28 $11.49 $18.53
Brown & Brown
INSURANCE"
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