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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application of Kentucky Water 
Service Corporation of Kentucky 
For an Adjustment of Rates 

) 

) 
) Case No. 2008-00563 

APPLICATION FOR WATER RATE ADJUSTMENT 

Water Service Corporation of Kentucky, by counsel, submits its application for an 

increase in rates pursuant to KRS 278.190 to be effective April 15, 2009 or sooner if 

allowed by the Commission. 

1. Water Service Corporation of Kentucky is a Kentucky corporation, whose 

stock is wholly owned by Utilities, Inc. The mailing address of Water Service is 2335 

Sanders Road, Northbrook, Illinois, 60062. 

2. A certified copy of the articles of incorporation was filed in Case No. 2002- 

00142. A copy of its current Certificate of Authorization is attached as exhibit 1. 

3. Water Service currently owns and operates water production, transmission, 

and distribution facilities in both Middlesboro and Clinton. It serves approximately 7991 

customers. It also has a contract with the city of Clinton to operate the city’s wastewater 

system. The wastewater system and operations are not part of this rate application. 

4. Notice of intent to file a rate application was given to the Commission on 

December 30,2008. 



5. The rates proposed are to recover operating expenses, debt service costs 

and other operating expenses, depreciation, taxes and other expenses related to the 

operation of both water systems. The reasons for the proposed increase are more fully 

explained in the testimony included with exhibit 5. 

6. 

7. 

8. 

9. 

I O .  

The company’s Annual Reports have been filed with the Commission. 

The company is not a limited partnership. 

There is no assumed name. 

Current and proposed tariffs are attached as exhibit 2. 

Notice is being given as required by 807 KAR 5:OOl (1 ). A copy is attached 

as exhibit 3. 

11. A pro forma schedule of changes is attached as exhibit 4. A separate petition 

for confidentiality has been filed for certain schedules included in this exhibit related to 

allocations of salaries and benefits. 

12. Prepared testimony is attached as exhibit 5. Lena Georgiev, Pauline Ahern, 

CRRA, John Williams and Martin Lashua are the witnesses supporting the rate adjustment, 

rate design, cost of capital, tariff changes and overview of Kentucky operations. 

13. 

6. 

14. 

exhibit 7. 

15. 

16. 

exhibit 9. 

17. 

18. 

Estimated impact proposed rates will have on revenues is attached as exhibit 

The effect of the proposed rates on the average customer’s bill is attached as 

A billing analysis is attached as exhibit 8. 

A summary of the calculation of the revenue requirements is attached as 

A reconciliation of rate base and capital is attached as exhibit I O .  

A current chart of accounts is attached as exhibit 11. 



19. The independent auditor‘s report is attached as exhibit 12. A separate 

petition for confidentiality has been filed for this document. 

20. 

21. 

There are no FERC or FCC audit reports. 

The company has not performed a depreciation study. An explanation of the 

proposed depreciation rates is attached as exhibit 13. 

22. 

23. 

24. 

25. 

26. 

A list of in house software is included in exhibit 14. 

Water Service has no stock prospectus. 

Water Service has no report to shareholders. 

Monthly reports are attached as exhibit 15. 

Allocations to affiliates are explained in exhibit 16. A separate petition for 

confidentiality has been filed for the Distribution of Expenses Report. 

27. A cost of service study is not required due to the amount of the company’s 

operating revenues . 

28. 

29. 

An income statement and balance sheet are attached as exhibit 17. 

The most recent capital budget is attached as exhibit 18. 

a. Pro forma adjustments related to plant additions are attached as 

exhibit 19. 

30. 

31. 

exhibit 4. 

32. 

An operating budget is not prepared by the company. 

The number of new customers to be added to the test period is reflected in 

The percentage change and dollar change in rates for each customer class is 

in exhibits 4 and 7. 

33. 

34. 

35. 

Present and proposed rates are reflected in the tariffs filed in exhibits 2 and 3. 

The effect on the average customer’s bill is in exhibit 7. 

A copy of the public notice is Sontained in exhibit 3. 



Based on the information filed, the company requests that the Commission approve 

the proposed rate change. It also requests a deviation pursuant to 807 KAR 5:001(14) 

from any requirement that might delay the review of the application if such requirement can 

be considered as substantially met or as unnecessary for a complete review of the 

proposed rates. 

,' 

Frankfort, KY 40601 

Attorney for Water Service 
Corporation of Kentucky 

Certificate of Service: 

A copy of this application was delivered to David Spenard of the Attorney General's 
Office, 1024 Capital Center Dr, Frankfort, KY 4 



KRS 278.180 

807 KAR 5001 : 

Section 8(1) 

Section 8(2) 

Section IO( 

Section I O (  

Section 1 O( 1 ) (b)(3) 
and (5) 

Section lO(1 )(b)(4) 
and (5) 

Section 10(l)(b)(6) 

Section 10(l)(b)(7) 

Section 1 O( 1 )( b)(8) 

Section 1 O(l)(b)(9) 

Section I O(2) 

30 days' notice of rates to Commission (no effective date 
means no notice given and this is acceptable) 

Effective date in application 

Full name and post office address of applicant and a reference 
to the particular provision of law requiring Commission 
approval. 

The original and 10 copies of the application with an additional 
copy for any party named therein as an interested party. 

A statement of the reason the adjustment is required. 

A statement that the utility's annual reports, including the 
annual report for the most recent calendar year, are on file 
with the commission in accordance with 807 KAR 5:006, 
Section 3(1) 

If the utility is incorporated, a certified copy of the utility's 
articles of incorporation and all amendments thereto or out of 
state documents of similar import. If the utility's articles of 
incorporation and amendments have already been filed with 
the Commission in a prior proceeding, the application may 
state this fact making reference to the style and case number 
of the prior proceedina and a certificate of good standing or 
certificate of authorization dated within sixty (60) days of the 
date the application is filed. 

If applicant is a limited partnership, a certified copy of the 
limited partnership agreement if the agreement was filed 
with the PSC in a prior proceeding, a reference to the style and 
case number of the prior proceeding m a  certificate of good 
standing or certificate of authorization dated within sixty (60) 
days of the date the application is filed. 

A certified copy of a certificate of assumed name as required 
by KRS 365.015 or a statement that such a certificate is not 
necessary. 

The proposed tariff in form complying with 807 KAR 5:Oll with 
an effective date not less than thirty (30) days from the date 
the application is filed. 

Proposed tariff changes shown either by providing present and 
proposed tariffs in comparative form or indicating additions by 
italized inserts or underscoring and striking over deletions in a 
copy of the current tariff. 

Statement that notice given, see subsections (3) and (4) of 807 
KAR 5:001, Section 10 with copy. 

If gross annual revenues exceed $1,000,000 written notice of 
intent filed at least four (4) weeks prior to application. Notice 
shall state whether the application will be supported by 
historical or a fully forecasted test period. 

Application 

Provided 

Application & Exhibit 5 

Statement included in 
Application 

Exhibit 1 

Not a partnership 

No assumed name 

Exhibit 2 

Exhibit 2 

Application & Exhibit 3 

Filed 12/30/08 



Section 10(6)(a) 

Section 10(6)(b) & 
(c) 

Section 10(6)(d) 

Section 10(6)(e) 

Section 10(6)(f) 

Section 1 O(6) (9) 

Section 10(6)(h) 

Section 10(6)(i) 

Section 10(6)(j) 

Section 10(6)(k) 

Section 10(6)(1) 
Section 10(6)(m) 

Section 10(6)(n) 

Section 10(6)(0) 

Section 10(6)(p) 

Complete description and quantified explanation for proposed 
adjustments with support for changes in price or activity levels, 
and other factors affecting the adjustment. 

Exhibit 4 

If gross annual revenues exceed $1,000,000, prepared 
testimony of each witness who will support the application. If 
less than $1,000,000, prepared testimony of each witness who 
will support application or statement that utility does not plan to 
submit prepared testimony. 

Exhibit 5 

Estimate of effect that new rate(s) will have on revenues Exhibit 6 
including, at minimum, total revenues resulting from increase 
or decrease and percentage of increase or decrease. 

If electric, gas, water or sewer utility effect upon the average 
bill for each customer classification to which change will apply. 

Exhibits 7 

If local exchange company, effect upon the average bill for 
each customer class for change in basic local service. 

Not a local Exchange Co 

Analysis of customers' bills in such detail that revenues from 
present and proposed rates can be readily determined for 
each customer class. 

Exhibit 8 

Summary of determination of revenue requirements based on 
return on net investment rate base, return on capitalization, 
interest coverage, debt service coverage, or operating ratio, 
with supporting schedules. 

Reconciliation of rate base and capital used to determine 
revenue requirements. 

Exhibit 9 

Exhibit 10 

Current chart of accounts if more detailed than the Uniform Exhibit 11 
System of Accounts. 

Independent auditor's annual opinion report, with any written 
communication from auditor which indicates existence of 
material weakness in internal controls. 

Exhibit 12 

The most recent FERC or FCC audit reports. 
The most recent FERC Form 1 (electric), FERC Form 2 (gas), 
or Automated Reporting Management Information System 
Report (telephone) and PSC Form T (telephone). 

Not regulated by FERC 

Summary of latest depreciation study with schedules by major 
plant accounts, except that telecommunications utilities See Exhibit 13 
adopting PSC's average depreciation rates shall provide 
schedule identifying current and test period depreciation rates 
used by major plant accounts. If filed in another PSC case 
refer to that case's number and style. 

Deviation requested 

List of all commercial or in-house computer software, 
programs, and models used to develop schedules and work 
papers associated with the filing. Include each software, 
program, or model; what each was used for; its supplier; brief 
description and specifications for the computer hardware and 
the operating system required to run the program. 

Exhibit 14 

Prospectuses of most recent stock or bond offerings. None 



Section 10(6)(q) 

Section 10(6)(r) 

Section 10(6)(s) 

Section 10(6)(t) 

Section 10(6)(u) 

Section 10(6)(v) 

Section 10(7)(a) 

Section 10(7)(b) 

Section 10(7)(c) 

Annual report to shareholders, or members, and statistical 
supplements covering 2 years prior to application filing date. 

Monthly managerial reports providing financial results for 12 
months in test period. 

SEC's annual report for most recent 2 years, Form IO-Ks and 
any Form 8-Ks issued within past 2 years, and Form 10-Qs 
issued during the past 6 quarters updated as current 
information becomes available. 

If utility had any amounts charged or allocated to it by affiliate 
or general or home office, or paid any monies to affiliate or 
general or home office during test period or during previous 3 
calendar years, file: 

1. Detailed description of method of calculation and 
amounts allocated or charged to utility by affiliate or 
general or home office for each charge allocation or 
payment; 

2. Explanation of how allocator for the test period was 
determined; and 

3. All facts relied upon, including other regulatory 
approval, to demonstrate that each amount charged, 
allocated or paid during test period was reasonable; 

If gas, electric or water utility, whose annual gross revenues 
exceed $5,000,000, cost of service study based on 
methodology generally accepted in industry and based on 
current and reliable data from a single time period. 

Local exchange carriers with fewer than 50,000 access lines 
need not file cost of service studies, except as specifically 
directed by PSC. Local exchange carriers with more than 
50,000 access lines shall file 

1. Jurisdictional separations study consistent with Part 36 of 
the FCC's rules and regulations; and 

2. Service specific cost studies supporting pricing of all 
services that generate annual revenue greater than 
$1 ,000,000 except local exchange access: 

a. Based on current and reliable data from a single time 
period; and 

b. Using generally recognized fully allocated, embedded, or 
incremental cost principles. 

Detailed income statement and balance sheet reflecting impact 
of all proposed adjustments. 
Most recent capital construction budget containing at least 
period of time as proposed for any pro forma adjustment for 
plant additions 

For each proposed pro forma adjustment reflecting plant 

None 

Exhibit 15 

Not applicable to non- 
Stock company 

Exhibit 16 

Not Applicable 

Not A LEC 

Exhibits 17 

Exhibit 18 

Exhibit 19 



additions the fallowing information: 

Explanation of any differences in amounts contained in the 
capital construction budget and amounts of capital 
construction cost contained in the pro forma adjustment 
period; and 

Section 10(7)(d) 

Section 10(7)(e) 

Exhibit 4 

Section 10(3)(a) 

Section 10(3)(b) 

Section 10(3)(c) 

Section 10(3)(d) 

Section 1 O(4) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Starting date of the construction of each major component 
of plant; 

Proposed in-service date; Exhibit 19 

Total estimated cost of construction at completion; Exhibit 19 

AtllolJnt contained in construction work in progress at end 
of test period; 

Exhibit 4 

Complete description of actual plant retirements and Exhibit 4 
anticipated plant retirements related to the pro forma plant 
additions including the actual or anticipated date of 
retirement; 

Operating budget for each month of the period encompassing 
the pro forma adjustments; 

Exhibit 18 

Number of customers to be added to the test period - end 
level of customers and the related revenue requirements 
impact for all pro forma adjustments with complete details and 
supporting work papers. 

Exhibit 4 

Amount of change requested in dollar amounts and Exhibit 2,3 
percentage for each customer classification to which change 
will apply. 

Present and proposed rates for each customer class to which 
change would apply. 

Exhibit 2, 3, 4 

Electric, gas, water and sewer utilities - effect upon average 
bill for each customer class to which change will apply. 

Exhibit 2,3 

Local exchange companies include effect upon average bill for 
each customer class for change in basic local service. 

If copy of public notice included, did it meet requirements?' 

Not A LEC 

Exhibit 3 



COMMONWEAL,TH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

Application of Water Service Corporation ) 

1 
of Kentucky for an Adjustment of Rates ) Case No. 2008-00563 

PETITION FOR CONFIDENTIALITY 

Water Service Corporation of Kentucky (WSCK) petitions the Commission 

(“Commission”), pursuant to 807 KAR 5:001, Section 7 and all other applicable law, for 

confidential treatment of schedules provided with the Application, namely the Independent 

Auditor’s Report, Exhibit 12, the Distribution of Expenses Report, Exhibit 16 and certain 

schedules in Exhibit 4. In support of its Petition, WSCK states as follows: 

In accordance with its rules and Kentucky law, the Commission requires certain 

information to be filed in support of an application for rate adjustment. Based on the reasons set 

forth below, the information in question is entitled to confidential treatment under 807 KAR 

5:001, Section 7, and all other applicable law. 

807 KAR 5:001§ 10(6)(k) requires the filing of the independent auditor’s report. That 

report contains detailed financial information about WSCK and its parent Utilities, Inc., which if 

publicly disclosed could have adverse consequences to their competitive standing. Utilities, Inc. 

is a privately held company operating in several states. The disclosure of detailed audit 

information will provide its competitors with information that those competitors do not disclose 

to TJtilities, Inc. 

807 KAR 5:OOl generally requires supporting schedules for pro forma adjustments to the 

test year. Three of those schedules, included in exhibit 4 of the application, contain employee 

sensitive information about wages and salaries. Because of the area where WSCK operates, 



disclosure of this information will create public awareness of personal information of the 

employees and will disclose wage rates that may impact the company’s ability to attract and 

retain employees. 

807 KAR 5:OOl also requires information about the allocation of expenses among 

affiliates. Four documents in exhibit 16, which provide the allocations for rate base and 

expenses, contain information about the business practices and financial condition of Utilities, 

Inc, non-Kentucky affiliates and its allocation methods, which if disclosed would provide 

valuable financial and internal accounting policy information to its competitors. 

WSCK and Utilities, Inc. do not as a matter of company policy publicly disclose the 

information described above, except as required by law or pursuant to a court order or subpoena. 

The company’s internal policies are directed toward non-disclosure of the information in 

question. In fact, the information will not be disclosed to any personnel, except those who need 

to know in order to discharge their responsibilities. The information sought by the Commission 

is not information customarily disclosed to the public and is generally recognized as confidential 

and proprietary. 

There is no significant interest in public disclosure of the attached information. Any 

public interest in favor of disclosure of the information is outweighed by the competitive interest 

in keeping the information confidential, enabling WSCK to successfully compete for business in 

Kentucky and other states. Disclosure of the information in question would put WSCK at a 

competitive disadvantage. Moreover, the public interest would be best served by the 

nondisclosure of the materials in question because competition would thereby be promoted. 

The information that WSCK seeks to be afforded confidential treatment also constitutes a 

trade secret under the two prong test of KRS 365.880: a) the economic value of the information 

is derived by not being readily ascertainable by other persons who might obtain economic value 

2 



by its disclosure; and, b) the information is the subject of efforts that are reasonable under the 

circumstances to maintain its secrecy. Both of the statutory tests are met in this instance. Only 

WSCK and Utilities, Inc. are in a position to know its business operations and financial 

condition. The economic value of this information is derived by WSCK and it parent 

maintaining the secrecy of the information, since its competitors could obtain economic value 

through its disclosure. 

Pursuant to 807 KAR 5:001, Section 7(3), temporary confidentiality for the enclosed 

information should be maintained until the Commission enters an Order as to this Petition. Once 

the Order regarding confidentiality has been issued, WSCK would have the opportunity to seek 

alternative remedies pursuant to 807 KAR 5:001, Section 7(4). 

WHEREFOE, WSCK petitions the Commission to treat as confidential all of the 

information identified in this Petition. 

124 West Todd Street 
Frankfort, Kentucky 40601 
(502) 227-7270 (T) 
(502) 875-7059 (F) 

Attorney for Water Service 
Corporation of Kentucky 

Certificate of Service: 

A copy of this petition was delivered to David S enard 
Capital Center Dr, Frankfort, KY 40601 the 5 day of 

ey General’s Office, 1024 4 

3 







Commonwealth of 2/2 3/2 0 0 9 

Trey Grayson, Secretary of State 
-- - - 

Division of Corporations 
Business Filings 

P. 0. Box 718 
Frankfort, KY 40602 

http://w.sos. ky.gov 
(502) 564-2848 

Certificate of 

Authentication Number: 76835 
Visit httD://aDw.sos.kv.4ov/business/obdb/certvalidate.asDx to authenticate this certificate. 

I, Trey Grayson, Secre 
hereby certify that acco the Secretary of State, 

is a corporation duly incorpor 
whose date of incorporation i 
perpetual. 

I further certify that al l  fees and retary of State have 
been paid; that articles of dissolution have not been filed; and thatihe most 
recent annual report requir delivered to the 
Secretary of State. 

IN WITNESS WHERE0 y hand and affixed my 
Official Seal at Frankfort, Kentucky, this 23rd day of February, 2009. 

Trey Grayson 
Secretary of State 
C o m o n w e a l t h  of Kentucky 
76835/ 053492 1 

http://w.sos




AS 





Steve I_. Beshear 
Governor 

Leonard K. Peters 
Secretary 
3ergy and Environment Cabinet 

Commonwealth of Kentucky 
Public Service Commission 

21 1 Sower Blvd. 
P.O. Box 61 5 

Frankfort Kentucky 40602-061 5 
Telephone: (502) 564-3940 

Fax: (502) 564-3460 
psc.ky.gov 

January 29,2009 

David L. Armstrong 
Chairman 

James Gardner 
Vice-Chairman 

John W. Clay 
Commissioner 

John N. Hughes 
124 West Todd Street 
Frankfort, KY 40601 

RE: Filing No. YFS2008-00396 
Rates and Tariff revisions per Order in Case No. 2005-00325. 

Dear John N. Hughes: 

The above referenced filing has been received and reviewed. An accepted copy is enclosed for 
/our files. You may also use the following link to access documents related to this filing. 

http://psc. ky.gov/trf/TRFListFiIings.aspx? I D=TFS2008-00396 

Sincerely, 

http://psc.ky.gov
http://psc


-1 - --- 
For Middlesboro, Clinton, and Adjacent Territory 

P.S.C. K.Y. No. 

Cancels P.S.C. ICY. No. I .- 
Water Service Corporation of Kentucky 

Rates, Rdes, and Regulations for Furnishing 

Water 
At 

I 

Middlesboro (Bell County) Kentucky 
Clinton (Hickman County) Kentucky 

Filed with the Pu llic Service Co ssion of Kentucky 

LIssued February 28,2007 

Issued by: Water 

By: -532Zi 
Steven. M. Lube 



FOR Middlesboro and Clinton and Adiacent Territory 
Community, Town or City 

P.S.C. KY. NO. 2 

S m T  NO. 1 

Water Service Coworation of Kentuckv 
(Name of Utility) 

CANCIXLJNG P.S.C. KY. NO. 1 (in its entirety) 

INDEX 

Sheet Number 

Territory Served 4 

Definitions Applicable to Rules and Regulations 5-6 

Rules and Regulations 7-37 

Rule No. - Title 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

Rules and Regulations Governing Rendering of Service 

Application for Water Service 

Use of Water in Accordance with Application 

Special Applications for Water Service 

Customers' Liability for Charges 

Street Service Connections 

Customers' Service Pipes 

Plumbing Must be Approved by Company 

Meters and Meter Installation 

Meter Tests and Test Fees 

7 

8 

9 

9 

9 

10 

11-12 

12 

13 

14 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

February, 28,2007 
Month / Date / Year 
February, 28,2007 PUBLIC SERVICE COMMISSION 
Month / Date / Year 

Steven M. hbertozzi 

SECTION 9 (1) TITLE Chief Redatom Officer 

BY AUTHORITY OF ORDER OF "HE PUBLIC SERVICE CUMh4ISSION 
IN CASE NO. 2005-00325 DATED Februarv 28,2007 B 

or 



FOR Middlesboro and Clinton and Adiacent Territorv 
Community, Town or City 

P.S.C. KY. NO. 2 

SHEET NO. 2 

Water Service Corporation of Kentuckv 
(Name of Utility) 

CANCELLINGP.S.C. KY. NO. 1 (in its entirety) 

CONTENTS 

INDEX - Cont’d 

Sheet Number 

11.  

12. 

13. 

14. 

1s. 

16. 

17. 

18. 

19. 

20. 

21. 

Public Fire Hydrants 

Private Fire Hydrants 

Fire Hydrants in Unincorporated Areas 

Discontinuance of Water Service 

Renewal of Water Service after Discontinuance 

Turn-On Charge 

Bills for Water Service 

Terms for Payment 

Abatements and Refunds 

Boiler and Engine Water Supply 

Interruption in Water Supply 

15-1 8 

15-1 8 

15-18 

19 

20 

21 

22 

23 

24 

24 

25 

DATE OF ISSUE February, 28.2007 
Month / Date / Year 

DATE EFFECTIVE February. 28,2007 PUBLIC SERVICE COMMISSION 
Month / Date/ Year 

- Steven M. Lubertozzi ISSUED BY 

TITLE Chief Regulatory Officer 

BY AIJTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSiON 
mi CASE NO. 2005-00325 DATED February 28.2007 



FOR Middlesboro and Clinton and Adiacent Territoq 
Community, Town or City 

P.S.C. KY. NO. 2 

SHEET NO. 3 

Water Service Comoration of Kentucky 
(Name of Utility) 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

-- I 

CONTENTS - - 

22. 

23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

INDEX - Cont’d. 

Liability of Company 

Cross Connections and Interconnections 

General 

Approval of Rules and Regulations 

Main Extensions 

Form of Extension Agreement 

Special Charges 

Customers Deposits 

Customer Bill of Rights 

25 

26 

27 

27 

28 

29-30 

31 

32-33 

34 

DATE OF ISSUE February. 28.2007 

DATE EFFECTNE Februaw, 28.2007 

Month / Date I Year 

Month / Date I Year 
PUBLIC SERVICE COMMISSION 

OF KENTUCKY 
EFFECTIVE 

I S S W  BY Steven M. Lubertozzi 

SECTION 9 (I) mLE Chief Regulatory Officer 

BY AUTHORITY OF OR~ER OF THE PUBLIC SERVICE COMMISSION 
DATED Februaw 28,2007 BY IN CASE NO. 2005-00325 



FOR Middlesboro and Clinton and Adjacent Territory 
Community, Town or City 

P.S.C. KY. NO. 2. 

S B T  NO. 4 

Water Service Cornration of Kentucky 
(Name of Utility) 

CANCEILING P.S.C. KY. NO. 1 (in its entirety) 

CONTENTS 

INDEX - Cont'd. 

Contract for Water Service 

Customer Rill Form (all customers) 

Monitoring of Customer Usage 

Schedule of Special Service Charges 

Classification of Service - Middlesboro - Rates 

Classification of Service - Clinton - Rates 

Customer Complaints, Handling 

35-36 

37 

38 

39-40 

40 

41 

42 

Februaw, 28,2007 
Month I Date I Year 

DATE OF ISSUE 

DATE EFFECTIVE Februaw, 28.2007 

Month I Date I Year 

ISSUED BY Steven M. Lubertozzi 

TITLE Chief Remlatorv Officer 

BY AIJT€IORITY OF ORDER OF "HE PUBLIC SERVICE COMMISSION 
LN CASE NO. 200500325 DATED Februaw 28,2007 



FOR Middlesboro and Clinton and Adiacent Territory 
Community, Town or City 

Water Service Corooration of Kentucky 
(Name of Utility) 

P.S.C. KY. NO. 2 

SHEET NO. 5 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

CONTENTS 

TERRITORY TO WHICH RULES, REGUIATIONS ANI) SERVICE CLASSmCATIONS APPLY: 

The Rules, Regulations, and Service Classifications contained in this tariff apply in the 
following: 

City of Middlesboro and contiguous territory in Bell County, Kentucky 

City of Clinton and contiguous territory in Hickman County, Kentucky 

DATE OF ISSUE February, 28.2007 
Monthl Date I Year 

SERVICE CO M M I SS ION DATE EFFECTIVE February, 28,2007 

Monthl Date / Year 

ISSUED BY Steven M. hbertozzi 

TITLE Chief Remlatory Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
IN CASE NO. 2005-00325 DATED February 28.2007 



FOR Middlesboro and Clinton and Adiacent T e r r m  
Comunity,  Town or City 

P.S.C. KY. NO. 2 

SILEET NO. 6 

Water Service Cornoration of Kentucky 
(Name of Utility) 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

-- 
CONTENTS 

DEFINlTIONS 

DFFINITIONS APPLICABLE TO RUIES AND REGULATIONS: 

“Customer” shall mean any person, fun, corporation or municipality supplied by water 

service pursuant to these Rules and Regulations. 

“Bana fide prospective customer” shall mean any owner or lessee who is to be the 

occupant of an existing development premises having a curt, line abutting on that part of 
a street or public highway in which there is, or is to be, located a distribution main of the 
Company, who shall file a signed application for a new street service Connection and for 
water service to such premises to be occupied. 

“Company” shall mean the Water Service Corporation of Kentucky acting through its 
officers, managers, or other duly authorized employees or agents. 

“Street service connections” shall mean a pipe with appurtenances used to conduct water 
from a distribution main of the Company to the curb line of the premises. 

(e) “Premises” shall mean and include: 

(1) a building under one roof and occupied as one business or residence and served 
through one street service connection; or 

DATE OF ISSUE February. 28,2007 

DATE EFFECTIVE 

Month/ Date I Year 

February. 28.2007 S ERVl CE COMMISSION 

Month I Date I Year 

ISSUED BY Steven M. Lubertozzi 

TI= Chief Regulatory Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
IN CASE NO. 2005-00325 DATED February 28,2007 



FOR Middlesboro and Clinton and Adiacent Territory 
Community, Town or City 

P.S.C. KY. NO. 2 

SHEET NO. 7 

W E  
(Name of Utility) 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

a combination of buildings in c o m o n  ownership in one common enclosure or 
on a single tract of land not crossed by public streets, roads, or ways and occupied 
by one family or business and served through one street connection or through 
more than one such connection if in the exclusive discretion of the Company, 
multiple connections are advisable in providing service; or 

one side of a double house having a solid vertical partition wall or each unit of a 
series of what are commonly known as row houses, each unit being occupied by 
one family or business and each served through one street service connection; or 

a building having a number of apartments or offices and using halls and means of 
entrance in common, and served through one street service connection; or 

a building previously erected as a single family residence served through one 
street service connection and subsequently converted into apartments or offices or 
a combination of such, with two or more separate halls and means of entrance not 
used in common, and where separate water supply plumbing would not be 
practicable; or 

each residential or business single occupancy unit, served through one street 
service connection, in a building which is not a premises otherwise defined in 
these Rules. 
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(7) Rates are based on single family residences or multi-family units and are not 
applicable to other single family residences or multi-family units. W e r e  two or 
more residences or multi-family units are served through one street connection the 
Company may allow service to be taken through one meter if the segregation of 
plumbing on customer’s premises would involve undue expense to the customer, 
but in this event the unit blocks and minimum bills of rate would be multiplied by 
such number of residences or units. 

PROVIDED: They are located on lots having curb line abutting on that part of a street or public 
highway in which there is, or is to be, located a distribution main of the Company extending for at least 
one-half of the frontage of the lot on said street or highway. 
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1. RULES AND REGULATIONS GOVERNING RENDERING OF SERVICE: 

(a) The Rules and Regulations in their entirety as hereinafter set forth or as they may 
hereafter be altered or amended in a regular and legal manner shall govern the rendering 
of water service and every customer upon signing of an application for water service or 
upon the taking of water service will be bound thereby. 

(b) Except fire and special temporary services, all service will be rendered on a meter basis. 
Residential, commercial, industrial and municipal service is only regularly available for 
single premises as “premises” is defined in these Rules. When the interests of other 
customers would not be jeopardized or prejudiced, the Company’s President or a Vice 
President may, by writing, authorize service at regular rates to governmental or political 
corporations, districts, or authorities not qualifying as “premises” under these Rules. In 
special cases, for good causes shown, the Public Service Commission may pennit deviations 
from this regulation. 

2. APPLICATIONS FOR WATER SERVICE 

(a) New Street Service Connection 

Upon written application by the owner, or his properly authorized agent, on forms 

furnished by 

premises having a curb line abutting on that part of a public street or highway in which a 

distribution main of the Company is located, the Company will install, own and maintain 

the street service connection to such premises. The company shall determine the size of 

all street service connections. 

the Company, for the immediate and continuous supply of water to 
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(b) Existing Street Service Connection 

When any person, f m  or corporation, not theretofore taking water service from the 

Company, applies for water service, the application shall be in writing on forms supplied 

by the Company. When such application is accepted by the Company, it shall constitute a 

contract between the applicant and the Company for service at the premises named in the 

application and at any other premises at which named applicant may be securing service 

unless a separate application for service to such other premises shall have been accepted 

by the Company. 

Any change in the location of the contracting customer to any other premises will require 

notification of the Company by the Customer. The obligation of the customer to the 

Company under the existing contract will continue in full force and effect at the new 

location, premises or address. 

The Company shall have the right to discontinue the supply of water to any premises if the 

owner or occupant does not have a contract for such service with the company. Within 

twenty-four (24) hours after such termination, the Company shall send written notification 

to the Customer of the reason or reasons for the termination of service. 
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3. USE OF WATER IN ACCORDANCE VSrITH APPLJCATION: 

No person or persons, corporation or partnership receiving water service from the 

Company will be permitted to use water for any other purposes than that for which they 

shall have contracted to pay as shown by their application, nor shall they supply water 

in any way to any other party or parties withaut a written permit from the President or a 

Vice President of the Company. An accepted application for water service to any 

premises shall constitute a license to the applicant to take and receive a supply of water 

far said premises but only €or the uses specified in such applications and the supply shall 

not be used except for the premises specified in the application. 

4. SPECIAL APPLJCATIONS FOR WATEB SERVICE: 

(a) Water for transient, temporary or special services must be specially applied for. 

(b) Water far building construction purposes, when not furnished on an application for 

regular metered service, will be supplied under special application. 
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5 .  CUSTOMER'S LIABILITY FOR CEMRGES: 

A customer who has made application for water service to any premises shall be held liable for 

all water service furnished to such premises. Any customer desiring service terminated or 

changed from one address to another shall give the Company three (3) working days' notice in 

person, writing, or by telephone. 

6.  STREEZ' SERVICE CONNECTIONS: 

(a) The Company will make all connections to its mains and will specify the size, kind and 
quality of all materials entering into the street service connections. 

(b) The corporation cock, meter box and the street service pipe from the street main to the 
curb line or meter box shall be furnished and installed by and shall be the property of the 
Company and under its sole control and jurisdiction. 

(c) Where a street service connection is already laid to the curb line, or meter box, the 
Customer shall connect with the street service connection as laid. 

(d) The meter box shall be set in sidewalk or just inside customer's property on a level with 
the grade of sidewalk or yard and shall be kept accessible at all times. 

(e) The street service connection from the main to and including the meter box will be 
maintained by the Company at its expense. 
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7. CUSTOMEiR’S SERVICE PIPES: 

The company will specify the size, kind and quality of the materials which shall be laid 

between the curb line and the structure on the premises to be supplied. 

The service pipe from the meter box to the place of consumption shall be furnished and 
installed by the Customer at his expense and risk. 

The Customer’s service pipe and all connections and fixtures attached thereto shall be 
subject to the inspection and approval of the Company before the water will be turned on. 

The service pipe shall be laid below the frost line at all points and shall be placed on f m  
continuous earth so as to give unyielding and permanent support, and shall be installed in 
a trench at least two feet in a horizontal direction from any other trench wherein are laid 
gas pipe, sewer pipe, or other facilities, public or private, unless specifically authorized 
and approved by the Company. 

Tht customer shall install a stop and waste cock of a type approved by the Company on 
the service pipe immediately inside the foundation wall of the building supplied, and to 
be located so as to be easily accessible to the occupants and to provide proper drainage 
for all of the pipes in the building. 

The Customer shall make all changes in his portion of the service pipe required on 
account of changes of grade, relocation of mains or other causes. 

No fixtures shall be attached to or any branch made in the service pipe between the 
meter and the street main. 
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Each premises shall be supplied through an independent service pipe from a separate 

meter box and the applicant for service shall be solely responsible for all water used on 

and in said premises. 

When more than one premises is supplied through a single service pipe, and violation of 

the Rules and Regulations of the Company with reference to either or any of the said 

buildings or premises shall be deemed a violation as to all and the water service shall 

be discontinued after the customer has been given at least ten (10) days written 

termination notice and reasonable opportunity allowed for each premises to attach their 

pipes to separately controlled service connections. 

Any repairs or maintenance necessary on the Customer's service pipe or on any pipe or 

fixture in or upon the Customer's premises shall be performed be the Customer at his 

expense and risk. 

In those instances where the Customer requires water pressure which differs from the 

standard pressure provided by the Company he shall be required to install and maintain at 

his own expense the necessary equipment to provide the desired pressure. 

Such equipment and the installation thereof to be approved by the Company. In no event, 
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however, shall the pressure at the Customer's service pipe under normal conditions fall 
below thirty (30) psig nor shall the static pressure exceed 150 psig. 

8. PLUMBING WORK MUST BE APPROVED BY COMPANY: 
All plumbing work done in connection with the Company's water mains or appurtenances shall be 
submitted for the inspection of the Company, and no underground work shall be covered up until 
inspected and approved by the Company. Whenever the Company determines that a job of plumbing is 
obviously defective, although not in direct violation of these Rules and Regulations, the Company will 
insist upon its being corrected before the water will be tmed on. 

9. METERS AND METER INSTALLATIONS: 

(a) The company shall specify the kind and size of meter to be installed. 

(b) Meters will be furnished, installed, and removed by the Company and shall remain its 
Propert Y. 

(c) Each premises shall have a separate meter and the applicant for service shall be solely responsible for 
all water used on and in said buildings or premises. 

(d) Meters will be maintained by the Company at its expense insofar as ordinary wear is 
concerned, but damage due to hot weather, eeezing (as a result of Customer's 
unauthorized removal of meter cover) or other external causes arising out of or caused by 
the Customer's negligence or carelessness shall be paid for by the Customer. 
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10. METER TESTS AND TEST FEES: 

(a) All meters are accurately tested before installation and are also periodically tested in 
accordance with the Public Service Commission's regulations. The Company may at any 
time remove any meter for periodic tests or for repairs or replacement and may, at its 
option and expense, test any meter when the Company has reason to believe that it is 
registering inaccurately. 

(b) The Company shall make a test of the accuracy of any meter upon written request of the 
Customer, provided the Customer does not request such test more frequently than once 
in twelve months. For such request test, the fee as estimated herein shall be paid in . 
advance by the complaint but should the said meter be found, upon said test, to be more 
than two (2) percent incorrect to the prejudice of the Customer, the fee so charged shall 
be returned to the complaint. 

(c) For test of meters made upon request of the Customer and performed by the Company, 
the following fees shall be paid: 

UutIet I-inch or less $15.00 

Outlet 2-inches and over 1 -inch Cost of Test 

Outlet 3-inches and over 2-inches Cost of Test 

Outlet 4-inches and over 3-inches Cost of Test 

Outlets greater than 4-inches Cost of Test 
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(d) In addition to the request tests of meters performed by the Company, the Customer may, 

upon formal written application to the Public Service Commission accompanied by 

payment of the fees as set forth, have a test conducted by the Company in the presence 

of an employee of the Comnaission, or by an employee of the Commission. Should the 

meter by found, upon said test, to be more than two (2) percent incorrect to the prejudice 

of the Customer, the total cost of such test shall be assumed by the Company and the 

amount of the fee paid shall be returned to the Customer. 

(e) For test of meters made upon complaint of the Customer and performed by the Public 

Service Commission, the charges therefore shall be in conformity with the rules and 

charges prescribed by the Commission. 
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1 1, 12, & 13. PUBLIC FIRE HYDRANTS (including Private Fire Hydrants) and 
(Fire Hydrants in Unincorporated Areas) 

Fire Protection Generally 
1. On or after the effective date (June 7, 1992) of administrative regulation 807 
KAR 5:066 Section I O(2) fire hydrants may be installed by a Utility only if: 

a, A Professional engineer with a Kentucky registration has certified that the 
system can provide a minimum fke flow of 250 gallons per minute; and 

b. The system supporting this flow has the capability of providing this flow 
for a period of not less than two (2) hours plus consumption at the maximum 
daily rate. 

2. The location, installation, and the responsibility for maintenance of fire hydrants, 
public and private fire protection facilities, connecting mains, and their ownership may 
be subject to negotiation between the Utility and the applicant. Fire hydrants and 
public and private fire protection facilities shall be installed as required by the Utility 
and if owned by the Utility shall by subject to any conditions the Public Service 
Commission may impose, based upon the compensation received for this service. 

Fire Departments Any city, county, wban-county, charter county, fire protection district, 

distribution system for the puqose of fighting fires or training firefighters at no charge on 
the condition that it maintains estimates of the amount of water used for fire protection and 

later than the 15“’ day of the following calendar month. 

or volunteer fire protection district (YJser”) may withdraw water from the utility’s water 

training during the calendar month and reports the amount of this water usage to the utility no 

. .  
‘ . 
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Any city, county, urban-county, charter county, fire protection district, or volunteer fire 
protection district that withdraws water from the utility’s water distribution system for fire 
protection or training purposes and fails to submit the required report on water usage in a timely 
manner shall be assessed the cost of this water. 

A non-reporting user’s usage shall be presumed to be 0.3 percent of the utility’s total water 
sales for the calendar month. A non-reporting user may present evidence of its actual usage 
to rebut the presumed usage. The utility shall consider this evidence and may adjust the 
presumed usage amount accordingly. 

The non-reporting user shall be billed for this usage at the lowest wage block rate 
regardless of customer classification that the utility charges. 

A. Non-reporting user shall also be assessed a penalty of $20.00 for each failure to submit a report in a 
timely manner 

B. 14, DISCONTINUANCE OF WATER SERVICE: 

(a) Service rendered under any application, contract or agreement may be discontinued by 
the Company after proper notification in accordance with 807 KAR 5:006, Section 14 
for any of the foIlowing reasons: 

(1) For willfbl or indifferent waste of water. 
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(2) For failure to protect the meter and its connections from injury or damage, or for failure 
to protect and maintain the service pipe or fixtures on the property of the Customer in a 
condition satisfactory to the Company. 

(3) For molesting or tampering by the Customer. or others with the knowledge of the 
Customer' with any meter' connections, service pipe' seal or any other appliance of 
the Company controlling or regulating the Customer's water supply. 

(4) For failure to provide the Company's employees free and reasonable access to the 
premises supplied or for obstructing he way of ingress to the meter or other 
appliances controlling or regulating the Customer's water supply. 

( 5 )  For non-payment of any account for water service or for meter or service 
maintenance or for any other fee or charge accruing under the contract 

(6) In case of vacancy of the premises unless the owner requests that water is 
left on 
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and pays a minimum monthly bill. 

(7) For violation of any rule or regulation of the Company. 

(b) The water service will be discontinued to any premises on account of temporary 

vacancy upon request of the Customer, without in any way affecting the agreement in 

force, after the payment of all charges and fees due as provided for in the rates, rules and 

regulations of the Company. 

(c) Discontinuing the supply of water to any premises for any reason shall prevent the 

Company from pursuing lawful remedies by action at law or otherwise for the collection 

of moneys due from the Customer. 

15 RENEWAL OF WATER SERVICE AFTER DISCONTINUANCE: 

When water service to any premises has been terminated for any reason other than 
temporary vacancy, it will be renewed after the acceptance of a new application and 
when the conditions, circumstances or practices which caused the water service to be 
discontinued are corrected to the satisfaction of the Company, and upon the payment 
of all charges due and payable by the Customer in accordance with the rates, rules and 
regulations. The Company will then reconnect existing service within twenty-four (24) 
hours, and shall install and correct new service within seventy-twa (72) hours. 
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16. TURN-ON CHARGE 

(a) When it has been necessary to discontinue water service to any premises because 
of a violation of the Rules and Regulations or on account ofthe non-payment of 
any bill; a change WiII be made to cover the expense ofturning on water, and this 
charge together with any arrears that may be due the Company for charges against 
the Customer must be paid before the water will again be turned on. 

(b) If at the time of such discontinuance of service, the Customer does nat have a 
deposit with the Company, the Company may require a deposit as a guarantee of the payment of fiture 
bills before the water will be turned on. 

17. BILLS FOR WATER SERVICE: 

(a) Customers ate responsible for h i s h i n g  the Company with their correct address. Failure to receive 
bills will not be considered an excuse for non-payment nor permit an extension of the date when the 
account would be considered delinquent. 

(b) All bills will be sent to the address entered in the application unless the Company is 
notified in writing by the Customer of any change of address. 

(c) If requested in writing by the Customer, the Company will send bills to and will receive payments 
from agents or tenants. However7 this accommodation will in no way relieve the Customer of the 
liability for all water charges. The Company shall notify the Customer of the nm-payment of water bills 
by such agents or tenants pursuant to applicable regulations. 

I (d) Payments shall be made at the ofice of the Company or at such other places 
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conveniently located as may be designated by the Company. 

(e) The company will not be bound by bills rendered under mistake of fact and to the 
quantity of service rendered. 

( f )  The use of water by the same customer in different prem@es or localities will not be 

combined, and each installation shall stand by itself. 

18. TERMS OF PAYMENT: 

(a) Special charges shall be payable upon demand. 

(b) Bills for metered service shall be rendered monthly and are due and payable when 
rendered. 

(c) Bills for private fire service shall be rendered monthly in advance and are due and 
payable when rendered. 

(d) If a bill is not paid within ten days after its due date, the Company may discontinue the 
water service. The Company will give at least five (5) days notice before termination for 
nonpayment and that service will not be terminated before 20 days after the mailing date 
of the original bill. 

19. (a) There shall be no abatement of the minimum rates due to the extended absence of the 
Customer without proper notice having been given to the Company. No abatement 
shall be made for leaks or for water wasted by improper or damaged service pipes or 
fixtures belonging to the Customer. 
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(b) If test results on a Customer's meter show an average error greater than two percent (2%) fast or 
slow, or if a Customer has been incorrectly billed for any other reason, except in an instance where a 
Company has filed a verified complaint with the appropriate law enforcement agency alleging fraud or 
theft by a Customer, the Company shall immediately determine the period during which the error has 
existed, and shall recompute and adjust the Customer's bill to either provide a refind to the Customer or 
collect an additional amount of revenue fiom the underbilled Customer. The account adjustment shall be 
performed according to 807 KAR 5006 Section lO(2) with corrected billing or refund as directed 
therein. 

20. BOILER AND ENGTNE WATER SUPPLY: 

The Company does not guarantee a sufficient or uniform pressure, or an uninterrupted supply of water, 
and Customers are cautioned to provide a sutiicient storage of water where an absolutely uninterrupted 
supply must be assured; such as for steam boilers, hot water systems, gas engines, etc. 

21. INTERR'CTIPTIONS IN WATER SUPPLY: 

The Company may at any t h e  shut off the water in the mains in case of accident, or for the purpose of 
making connections, alterations, repairs, changes, or for other reasons, and may restrict the use of water 
to reserve a sufficient supply for the public fire service or other emergencies whenever the public 
welfare may require it. 
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22. LUBILlTY OF COMPANY: 

(a) The company will undertake to use reasonable care and diligence in order to prevent and 
avoid interruptions and fluctuations in the service, but it cannot and does not guarantee 
that such will not occur. 

(b) The Company shall in no event be liable for any damage or inconvenience caused by 
reason of any break, leak or defect in the Customer's service pipe or fixtures. 

23. CROSS CONNECTIONS AND INTERCONNEETIONS: 

(a) A cross-connection is any pipe, valve, or other arrangement or device connecting the 
pipelines of the Company or facilities directly or indirectly connected therewith to and 
with pipes of fixtures supplied with water from any source other than the lines of the 
Company directly connected. 

(b) An interconnection is a plumbing arrangement, other than a cross-connection, by 
which continuation might be admitted or drawn into the distribution system of the 
Company, or into lines connected therewith, used for the conveyance of potable water. 

(c) No cross-connection or interconnection will be made by Customer without the 
approval of the State Health Department and the Company. 
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24. GENERAL 

The service pipes, meters and fixtures on the Customer’s premises shall at all reasonable 
hours be accessible to the Company for observation or inspection. 

No person shall turn the water on or off at any street valve, corporation cock, meter or 
other street connections, or disconnect or remove any meter without the consent of the 
Company. Penalties provided by law for any such action will by rigidly enforced. 

Employees or agents of the Company are expressly forbidden to demand or accept any 
compensation for and service rendered to its Customers except as covered in these Rates, 
Rules and Regulations. 

No employee or agent of the Company shall have the right or authority to bind it by any 
promise, agreement of representation contrary to the letter or intent of these Rules and 
Regulations . 

Any complaint against the service or employees of the Company should be made at the 
office of the Company and preferably in writing. If a Complaint either written, in person 
or by telephone is not resolved, the Company shall advise the complaint of his right to 
file a complaint with the Public Service Commission and provide h i d e r  with their 
address and telephone number. 

25. APPROVAL OF THE RULES AND REGULATIONS: 

All Rules and Regulations of the Company are subject to the approval of the Public Service 
Commission of the State of Kentucky and if any part thereof should be adjudged to be in 
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violation of any rule or order made by the Commission, then that particular part shall be in- 
effective but without in any way affecting the other portions thereof. 

26. MATN EXTENSIONS: 

(a) The company will extend existing distribution mains a distance of fifty (50) feet for 
each bona fide prospective customer, making application for service connection and 
water service therefrom for a period of one year or more under these Rules and 
Regulations. Such extensions will be made without cost to such customer(s). 

When an extension greater than fifty (50) feet in length for each bona fide prospective 
customer is required or requested such extension will be made under the terms of an 
“Extension Deposit Agreement” as hereinafter set forth. The Company shall have the 
exclusive right to determine the type and size of mains to be installed and of the related 
facilities required to render adequate service. 

In determining the length of any extension required pursuant hereto the terminal point of 
such extension shall, in all cases, be at that point in the curb line of the last lot on which 
is lacated a premises to be served which is equidistant from the side property lines of 
said lot. 

Before water lines are laid in new subdivisions, the subdivider shall furnish the Water 
Company with a plat (or plan) or the subdivision approved by the City-County Planning 
and Zoning Commission, and the plat (or plan) shall have been recorded in the County 
court. 
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27. FORM OF EXTENSION AGl2EEMENT: 

THtS CONTRACT made and entered into this the day of 

by and between Water Service Corporation of Kentucky, hereinafter referred to as the Company 

and 

Customer. 

, hereinafter referred to as the 

W I T N E S S E T H  

WHEREAS, Customer desires water service be made available to 
which is located on the 

as shown on the attached print and marked Exhibit A, 
and 

WHEREAS, the company is willing to make this water main extension from their 
existing main located on the 
attached Exhibit A. 

, as shown on the 

NOW, therefore for and in consideration of the above premises the mutual agreement and 

benefits herein contained, parties hereto agree as follows: 
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1. The Company agrees that it will secure the necessary material and install the main 

extensions hereinafter described and shown on the attached print and marked 

Exhibit A. 

2. The amount and size of pipe and fittings required are as follows: 

3. It is further agreed that for each customer connected to this main extension the 

Company 

50' of this extension, or 

ex tension. 

will refund to the Customer a sum equivalent to the cost of 

per customer connected to said 

4. This contract applies only to customers connected to above size pipe, and shown 

on attached plan, Exhibit A. 

5 .  Such refund to Customer shall be made in December of each year for water 

customers 

refund be extended beyond ten 

connected to this water main extension, but in no event shall the 

(10) years from the date of this contract, and 

DATE OF ISSUE 

DATE EFlFEC"lvE 

ISSUED BY 

February, 28,2007 
Month I Date I Year 

February, 28,2007 
Month I Date I Year 

Steven M. Lubertozzi 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

TITLE Chief Redatow Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
IN CASE NO. 2005-00325 DATED F e b m  28,2007 



FOR Middlesboro and Clinton and Adjacent Territory 
Community, Town or City 

Water Service Corooration of Kentuckv 
(Name of Utility) 

P.S.C. KY. NO. 2 

SKEET NO. 29 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

CONTENTS 

in the event that the total amount deposited by the Customer with Company is not 

refunded under the terms specified hereinbefore within said ten (10) years period 

the Company shall not be required to pay or refund the difference between the 

total amount of refund and the total amount deposited by Customer, any balance 

remaining in its hands shall belong to the Company. 

6. The Company shall not be required to pay interest on the deposit or any part of 

unpaid balance thereof. 

7. Nothing in this agreement shall give the Customer any right, title or interest in the 

owner- ship or operation of this water main extension or facilities to be installed 

by Company, as herein provided. 
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FOR Middlesboro and Clinton and Adiacent Territory 
Community, Town or City 
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CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

IN WITNESS lVHEmOF the parties hereto have executed this agreement this 

day and year written above. 

WrrNESS: WATER SERVICE CORPORATION 

OF KENTUCKY 

WITNESS: CUSTOMER 
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28. SERVICE CHARGE: 

The following charges will be made by the Company to cover the cost incurred in reconnecting 
the meter or service when the Customer’s service has been disconnected: 

(a) Far non-payment of bills ............................................ .$20.00 

(b) For violation of the Company’s Rules and Regulations after the Customer has 
qualified for and requested that the service be reconnected . . . . . . . . . . . . . . . . . .  $20.00 

(c) At his request and at any time subsequently within 12 months is reconnected 
at the same location ................................................ .$20.00 

These charges are to be paid by customer before or at the time service is reconnected. 

29. CUSTOMER’S DEPOSITS: 

The Company may require a minimum cash deposit other guarantee to secure payment of bills. 
Service may be refused or discontinued for failure to pay the requested deposit. Interest, as 
prescribed by KRS 278.4601, will be paid annually either by refund or credit to the Customer’s 
bill, except that no refund or credit will be made if the Customer’s bill is delinquent on the 
anniversary date of the deposit. 

The deposit may be waived upon a Customer’s showing of satisfactory credit or payment history, 
and required deposits will be returned after one (1) year if the Customer has established a 
satisfactory payment record for that period. If a deposit has been waived or returned and the 
customer fails to maintain a satisfactory payment record, a deposit may then by required. The 
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Company may require a deposit in addition to the initial deposit if the Customer’s classification 
of service changes or if there is a substantial change in usage. Upon termination of service, the 
deposit, any principal amounts, and any interest earned and owing will be credited to 
the final bill with any remainder refunded to the Customer. 

In determining whether a deposit will be required or waived, the following criteria will be 
considered: 

1. Previous payment history with the Company. If the Company has no previous history 
with the Company, statements from other utilities, banks, etc. may be presented by the 
Customer as evidence of good credit. 
Whether the Customer has an established income or line or credit. 
Length of time the Customer has resided or been located in the area. 
Whether the customer owns property in the area. 
Whether the customer has filed bankruptcy proceedings within the last seven years. 
Whether another customer with a good payment history is willing to sign as a guarantor 
for an amount equal to the required deposit. 

2. 
3. 
4. 
5. 
6. 

If a deposit is held longer than 18 months, the deposit will be recalculated at the Customer’s 
request based on the Customer’s actual usage. If the deposit on account differs from the 
recalculated amount by more than $10.00 for a residential customer or 10 percent for a non- 
residential customer, the Company may collect any underpayment and shall refund any 
overpayment by check or credit to the Customer’s bill. No refund will be made if the 
Customer’s bill is delinquent at the time of the recalculation. 
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Ecjual Deposits 

All residential, small business and small commercial customers will pay equal deposits in the 
amount of $40.00. This mount does not exceed the average bill of residential customers served 
by the Company and is equal to 2/12 of the average annual bill. (3/12 where bills are rendered 
bimonthly or 4/12 where bills are rendered quarterly.) 

Calculated Deposits 

Large Business/Conxnercial or Industrial Customer’s deposits shall be based upon actual usage 
of the Customer at the same or similar premises for the most recent 12-month period, if such 
information is available. If usage information is not available, the deposit will be based on the 
average bills of similar Customers and premises in the system. The deposit amount shall not 
exceed 2/12 of the Customer’s actual or estimated annual bill where bills are rendered monthly, 
3/12 where bills are rendered bimonthly, or 4/12 where bills are rendered quarterly. 

30. CUSTOMER BILL OF RIGIFTS 

As a residential Customer of a regulated public utility in Kentucky, you are guaranteed the 

following rights subject to Kentucky Revised Statues and the provisions of the Kentucky Public 

Service Commission Administration Regulatians: 

- You have the right to service, provided you (or a member of your household whose debt 

was accumulated at your address) are not indebted to the utility. 
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- You have the right in inspect and review the utility’s rates and tariffed operating 

procedures during the utility’s normal office hours. 

- You have the right to be present at any routine utility inspection of your service 

condi tion. 

- You must be provided a separate, distinct disconnect notice alerting you to a possible 

disconnection of your service if payment is not received. 

- You have the right to dispute the reasons for any announced termination of your service. 

- You have the right to negotiate a partial p a p e n t  plan when your service is threatened by 

disconnection for non-payment. 

- You have the right to maintain your utility service for up to thirty (30) days upon 

presentation of a medical certificate issued by a health official. 

- You have the right to prompt (within 24 hours) restoration of your service when the cause 

for discontinuance of the service has been corrected. 
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- You have the right to contact the Public Service Commission regarding any dispute that 

you have been unable to resolve with your utility (Call Toll Free 1-800-772-4636).) 

CONTRACT FOR WATER SERVICE 

DATE- 
NAME____-- ADDRESS 

PHONE 
SOCIAL SECURITY OR OTHER 1.D. NO.- -~ 

Application for water service is accepted by and between the undersigned and the 
-- - with the following stipulations and agreements: 

1. Public Service Commission rules and regulations as set forth in 807 KAR 5 and Kentucky 
Department for Natural Resources, Division of Water standards and laws must be observed 
and adhered to, and may be viewed upon request by the applicant. 

The applicant agrees to pay a $ meter deposit, which will be refunded with 
interest when the applicant ceases to be a water customer and all accounts are paid in full. 

2. 

3. 

4. 

5. 

One household may be served by one meter. The company reserves the right to terminate 
service at the meter if addition of other houses or mobile homes is suspected. 

Company employees, possessing proper identification have right of egress and ingress for 
meter reading, maintenance and repair activities as they are warranted. 

Water bills are due to be paid between the first and the tenth of each month at the Company 
office. If not paid by the tenth, a ten percent penalty is added to the mount due. If not paid 
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6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

in full by the twentieth, service is subject to disconnection. An additional meter deposit may 
be required and a service charge must be paid before service may be restored. 

The water customer is responsible for water service lines from the meter to the dwelling. 
Installation, repair, and water loss are the responsibility of the Customer. 

Customer service lines and connections must be inspected by Company personnel to insure 
against cross-connections and inadequate materials for drinking water. 

Customer service lines shall be of at least 34 inch pipe or larger, and shall be at least 160 
pounds pressure with 200 psi preferred. Service line shall be buried at least 24 inches to 
prevent freezing. 

No galvanized fittings may be used on Customer lines. 

A cut-off valve outside the meter box must be installed on the Customer's service line for the 
Customer's use. 

A check valve to prevent back flow in case of water outage must be installed in Customer's 
service line. 

A plumbing inspection permit from the local Health Department must be shown before 
installation of a meter. 

The company agrees to supply potable water with adequate pressure to the Customer meter. 
If water must be off for a planned outage Customers will be notified. In. case of emergency 
water line repair or unforeseen water outage, the Company will restore service as soon as 
possible. 

Upon fulfilling contract terns and desiring to discontinue water service, the Customer must 
give written notice in person or via telephone pursuant to 807 KAR 5:006 Section 12(1) of 
discontinuance at the Company office at least three days prior to the date on which 
chsconnection is desired. If such notice is not given, the customer will remain liable for 
water used and service rendered to the premises by the Company until said notice is received 
by the Company office. 
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CONTRACT APPROVED BY: 

ApplicantlCustomer 

Company Representative 
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CUSTOMER BILL FORM (All Customers) 
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Water Service Corp of Kentucky 
Picne (606; 246-573i) 

Cus:or;er Servicd: (606; 2C8-5733 
w.uiwater .com 

CO~~~C!ICX!S. (695) 248.5730 

ice 

150000 11/13/2006 
Na 145400 1 0/15/2008 
Se F/ilDi)tESEORO KY 40965 

Meter Reading Meter # 43497 

Activity Since Last Bill 
Previous Balance 
Payments received as of 1111 7!20C8 
Balance as of 1 l/l7/20G8 

1,000 gallons at S6.74 per 1.000 ga!lons 
Next 3 600 gallons at $2.71 per i ,000 gallons 
City School Tax at 3% 
Total Residential Water Service 

Residential Water Service 

Total Amount Due ' 

2335 Sanders Road 
Northhmolc. ii. 61)062 

MIUDLESBORO KY 40365 

S15.32 
S-I 5 32 

SD 00 

s5 74 
S9 76 
SO 50 

S17.00 
S17.00 

Usage 4.600 Gallons 
Number of Days- 29 
Average Daily Use 159 Gallons 
P r a g e  Daily Cost. S 0 59 

Billing +listtory i 
"̂.---- I ?  

llSllllSlll11Il1111111111 HI 111 111 111 111 IIIIIIIII 
Account Numb 

PURSUANT TO 807 KAP 5:OI 1 

The payment for this bill is due upon receipt. - 
Make check payable to. Water Service Corp of Kentucky 

Messages 

http://w.uiwater.com
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MONITORING OF CUSTOMER USAGE 

At least once annually the Company will monitor the usage of each Customer according to the 
following procedure: 

The Customer’s annual usage for the most recent 12-month period will be compared with 
the annual usage for the 12 months immediately preceding that period. 

If the annual usage for the two periods are substantially are same or if any difference is 
known to be attributed to unique circumstances, such as unusual weather conditions, 
c o m o n  to all Customers, no further review will be done. 

If the annual usages differ by twenty (20) percent or more and cannot be attributed to a 
readily identified common cause, the Company will compare the Customer’s monthly 
usage records for the 12-month period with the monthly usage for the same months af 
the preceding year. 

If the cause for the usage deviation cannot be determined from analysis of the Customer’s 
meter reading and billing records, the Company will contact the Customer by telephone 
or in writing to determine whether there have been changes such as different number of 
household members or work staff, additional or different appliances, changes in business 
volume, or known leaks in the Customer’s service line. 

Where the deviation is not otherwise explained, the Company will test the Customer’s 
meter to determine whether it shows an average error greater than 2 percent fast or slow. 

(6) The Company will notify the Customers of the investigation, its findings, and any refunds 
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or backbillling in accordance with 807 KAR 5:006, Section 10(4) and (5). 

In addition the the annual monitoring, the Company will immediately investigate usage 
deviations brought to its attention as a result of its on-going meter reading or billing process or 
customer inquiry. 

SCHEDULE OF SPECTAL SERVICE CII;QRGES 

The following charges for special services shall be made: 

1.  Service Reconnection Charge. A charge of $20.00 shall be made for all service reconnections 
made during regular working hours, except that there shall be no connetion charges made for 
service on the original installation of facilities. 

2. Meter ReadinE Recheck Charge. A charge of $20.00 shall be made for a trip to recheck a meter 
reading when the Customer requests the meter to be rechecked for a correct reading and meter 
was not misread. 

3. Meter Test. Upon request and payment of $15.00 the Customer may have his meter tested 
provided request by the Customer is not more frequent than once each twelve months. If such 
test shows the meter to be more than two percent fast, a refund of $15.00 charge shall be made 
and bill adjusted accordmgly. If the periodic testing requirement of 807 K A R  5 : 0 6  has not been 
met for the meter tested, no charge will be made for the test regardless of results of the test. 
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4. PSC Meter Test Complaint. Any Customer of the Company may request a meter test by 
written application to the Kentucky Public Service Commission. 

A P P W I X  C 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION X N  CASE 
NO. 2005-00325 D A E D  February 28,2007 

The following rates and charges are prescribed for the customers in the area served by Water Service 
Corporation of Kentucky. All other rates and charges not specifically mentioned herein shall remain the 
same as those in effect under authority of the Commission prior to the effective date of this Order. 

Monthly Water Rates 

Middlesboro 

Consumption 

First 1,000 gallons $6.74 Minimum bill 
Next 9,000 gallons 2.7 1 per 1,000 gallons 
Next 15,000 gallons 2.47 per 1,000 gallons 
Next 25,000 gallons 2.35 per 1,000 gallons 
Next 50,000 gallons 2.10 per 1,000 gallons 
All Over 100,000 gallons 1.92 per 1,000 gallons 
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Minimum Monthlv Charge 

5/8” or 3/4” meter 
1” meter 
1 l/2”meter 
2” meter 
3” meter 
4” meter 
6” meter 

Consumption 

First 

Next 

Next 

Next 

Next 

All Over 

1,000 gallons 

9,000 gallons 

15,000 gallons 

25,000 gallons 

50,000 gallons 

100,000 gallons 

$6.74 
20.29 
38.54 
59.29 
165.57 
284.73 
580.41 

Clinton 

1,000 gallons 
6,000 gallons 
13,000 gallons 
21,400 gallons 
68,400 gallons 
127,500 gallons 
28 1,500 gallons 

$9.02 Minimum bill 

5.1 1 per 1,000 gallons 

4.69 per 1,000 gallons 

4.27 per 1,000 gallons 

3.79 per 1,000 gallons 

3.31 per 1,000 gallons 
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Minimum Monthly Charge 

5/8” or 3/4 “ meter 

1 ”meter 

1 1/2” meter 

2” meter 

3” meter 

4” meter 

6” meter 

$ 9.02 

30.99 

60.64 

90.65 

262.05 

423.93 

919.77 

1,000 gallons 

5,300 gallons 

1 1,200 gallons 

17,600 gallons 

57,900 gallons 

100,700 gallons 

250,500 gallons 

Monthly Fire Protection Charges 

Private Hydrants or Sprinkler Systems 

Clinton municipally owned hydrants 

Middlesboro municipally owned hydrants 

$ 15.00 per hydrant or sprinkler 

3.33 per hydrant 

3.33 per hydrant 
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CUSTOMER COMPUTNTS 

Complaints may be made to the Area Manager whose decision may be appealed to the Water Service 
Corporation of Kentucky Regional Manager. Such appeal shall be in writing within ten (10) days of the 
date of the decision by the Manager stating the nature of the complaint and supporting evidence. These 
decisions may be brought before the Public Service Commission in accordance with 807 KAR 5:006, 
Section 9. 

WATER SHORTAGE RESPONSE PLAN 

Water Service Corporation of Kentucky 

Middlesboro, Kentucky, Clinton, Kentucky 

This Water Shortage Response Plan is adopted pursuant to the recommendations of the Kentucky Public 
Service Commission and the Commission’s Model Water Shortage Response Plan, as herein mohfied, 
which was transmitted to all jurisdictional water utilities by letter from the Commission dated July 12, 
1988. 

Section 1. Purpose. The purpose of this Plan is to provide for the declaration of official 
phases of water supply shortages and the implementation of voluntary and mandatory water 
conservation measures throughout the area served by Water Service Corporation of Kentucky 
in the event of a shortage is declared. 

Section 2. 
noted. 

Definitions. These terms are applicable only for this Plan unless specifically 
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(a) “Customer” shall mean any person or entity using water for any purpose from 
the Water Service Corporation of Kentucky water distribution system and for 
which either a regular charge is made or, in the case af bulk sales, a cash charge 
is made at the site of delivery. 

(b) “Raw Water Supplies” shall mean all water potentially available to persons in the 
Water Service Corporation of Kentucky. 

(c) “Treated Water” shall mean water that has been introduced by the Water Service 
Corporation of Kentucky into its water distribution system, including water 
offered for sale. Uses of treated water are classified as follows: 

Essential Water Uses (Class 1 ): 

The following uses of water, listed by site or user type, are essential. 

Domestic: 

- water necessary to sustain human life and the lives of domestic pets, and to main- 
tain minimum standard of hygiene and sanitation. 

Health Care Facilities: 

- patient care and rehabilitation, including related filling and operation of 
swimming pools. 

Water Hauling: 

- sales for domestic use where not reasonably available elsewhere. 
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Public Use: 

- firefighting, 

- health and public protection purposes, if specifically approved by health officials. 

Sociallv or Economicallv Important Uses (Class 2): 

The following uses of water, listed by site or user type, are socially or economically 
important. 

Domestic: 

- personal, in-house water use including kitchen, bathroom and laundry. 

Water Hauling: 

- non-domestic, when other sources are not reasonably available elsewhere. 

Commercial and Civic Use: 

- commercial car and truck washes. 

- Laundromats. 

- restaurants, clubs, and eating places. 

schools, churches, motelshotels, and similar commercial establishments. - 
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Outdoor Non-Comercial Watering: 

- minimal watering of vegetable gardens. 

minimal watering of trees where necessary to preserve them. - 

Outdoor Commercial or Public Watering (using conservation methods and when other 
sources of water are not available or feasible to use): 

- agricultural irrigation for the production of food and fiber or the maintenance 

watering by arboretums and public gardens of national, state, regional, or 

watering by commercial nurseries at a minimum level necessary to maintain stock 

watering at a minimum rate necessary to establish or maintain revegetation or 

watering of woody plants where necessary to preserve them. 

minimal watering of golf course greens. 

of livestock. 

- 
community significance where necessary to preserve specimens. 

- 

- 
landscape plantings required pursuant to law or regulation. 

- 

- 

Recreational: 

- operation of municipal swimming pools and residential pools that serve more 
than 25 dwelling units. 
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Air Conditioning: 

- refilling for startup at the beginning of the cooling season. 

- makeup of water during the cooling season. 

- refilling specifically approved by health officials where the system has been 
drained for health protection or repair services. 

Non-Essential Use (Class 3): 

Any waste of water, as defined herein, is non-essential. The following uses of water, 
listed by site or user type, are non-essential. 

Public Use: 

- use of fire hydrants (excluding Class 1 and Class 2 uses), including use of 
sprinkler caps, testing fire apparatus, and fire de.partment drills. 

- flushing of sewers and hydrants except as needed to ensure public health and 
safety as approved by health officials. 

Commercial and Civic Use: 

- serving water in restaurants, clubs, or eating places, except by customer request. 

- failure to repair a controllable leak. 

- increasing water levels in scenic and recreational ponds and lakes, except for the 
minimum amount required to support fish and wildlife. 
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Ornamental Purposes: 

- fountains, reflecting pools, and artificial waterfalls. 

Outdoor Non-Commercial Watering: 

- use of water for dirt control or compaction. 

- watering of annual or non-woody plants, lawns, parks, golf course fairways, 
playing fields, and other recreational areas. 

- washing sidewalks, walkways, driveways, parking lots, tennis courts, or other 
hard-surface areas. 

- washing down buildings or structures for purposes other than immediate fire 
protection. 

- flushing gutters or permitting water to run or accumulate in any gutter or street. 

Outdoor Commercial or Public Watering: 

- expanding nursery facilities, placing new irrigated agricultural land in production 
or planting of landscaping except when required by site design review process. 

- use of water for dirt control or compaction. 

- watering of lawns, parks, golf course fairways, playing fields, and other 
recreational areas. 
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- washing sidewalks, walkways, driveways, parking lots, tennis courts or other 
hard-surface areas. 

- washing down buildings or structures for purposes other than immediate fire 
protection. 

- flushing gutters or permitting water to run or accumulate in any gutter or street. 

Recreational uses other than those specified in Class 2. 

Nan-commercial washing of motor and other vehicles. 

Air Conditioning (see also Class 2 purposes): 

- refilling cooling towers after draining. 

“Base Entitlement” shall mean the monthly usage for a customer during the same month 
of the preceding calendar year or the average per customer usage for each class of service 
during the same month of the preceding year. 

“Curtailed Entitlement” shall mean the monthly usage for a customer after any 
curtailment percentage has been applied. 

“Curtailment” shall mean the reduction in entitlement by some percentage to meet 
anticipated water shortages. 

Water Shortage Response Phases: 
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“Advisory” shall mean that conditions exist which indicate the potential for serious raw 
or treated water supply shortages. 

“Alert” shall mean the raw or treated water supplies are consistently below seasonal 
averages, and if they continue to decline, may not be adequate to meet norrnal needs. 

“Emergency” shall mean that raw or treated water supplies are below the level necessary 
to meet normal needs and that serious shortages exist in the area. 

(h) “Rationing” shall mean that procedures must be established to provide for the equitable 
distribution of critically-limited raw or treated water supplies, in order to balance demand 
and limited available supplies, and to assure that sufficient water is available to 
preserve public health and safety. 

Section 3. Applicability. The provisians of this Plan shall apply to all retail and wholesale 
Customers of the Water Service Corporation of Kentucky. When implemented, this Plan 
becomes Water Service Corporation of Kentucky’s Water Shortage Response Regulation. 

Section 4. Entitlements. Entitlements shall be established for each customer by adjusting the 
base entitlement to reflect any known change in usage pattern. 

Section 5. Deterrnination of Water Shortage. Water supply and usage shall be monitored on a 
continuous basis. Unrestricted demand shall be projected from past records and adjusted for 
charges such as new developments and weather concrlltions on a regular basis. (Note: A sample 
calculation page is attached as Appendix A to assist in determining overall water levels. It is 
important that accurate water measurements be used.) Water shortages generally occur for two 
reasons: a reduction in available supplies or a system failure. Each of these has a distinct 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

Februarv, 28,2007 
Month I Date I Year 

Februarv, 28,2007 
Month I Date I Year * EFFECTIVE 
- Steven M. Lubertozzi 

m L E  Chief Regulatorv Officer 

BY AUTHORITY OF ORDER OF “HE PUBLIC SERVICE COMMISSION 
IN CASE NO. 2005-00325 DATED Februarv 28.2007 



FOR Middlesboro and Clinton and Adiacent Territorv 
Community, Town or City 

Water Service Comoration of Kentucky 
(Name of Utility) 

P.S.C. KY. NO. 2 

S E E T  NO. 52 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

CONTENTS 

influence on the nature and duration of the conservation program implemented. Official 
declaration of a water shortage stage and implementation of the measures necessary to curtail 
water use shall be approved by the President of Water Service Corporation of Kentucky. 

Section 6.  Term of Water Shortage Declaration. Any water shortage declaration shall remain in 
effect until water supplies and service conditions have returned to normal. A final determination 
as to terminating a water shortage declaration shall be made by the President of Water Service 
Corporation of Kentucky. 

Section 7. Water Shortage, Criteria, Conservation, and Curtailment Measures. 

A. Advisory Stage: 

(1) Criteria: A water advisory shall be declared when the amount of treated water or 
raw water available for treatment is projected to be no more than 15 percent 
above demand, or there are periods of low water pressure in one or more areas of 
the dstribution system due to system failure or inadequacies or the State Division 
of Water issues a Water Shortage Watch which includes the areas from which the 
Water Service Corporation of Kentucky draws water. 

Conservation and Curtailment Measures: 

(a) Declare a Water Shortage Advisory. 

(b) Provide proper notice to all customers and to all local news media. 
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(c) Eliminate all water leaks. 

(d) Request voluntary conservation of all non-essential (Class 3) water use. 

(e) 
by0 their customers of all non-essential (Class 3) water use. 

Request wholesale customers also issue request for voluntary conservation 

Alert Stage: 

Criteria: A water alert shall be declared when the amount of treated water 
available is projected to be no more than 10 percent above demand, and raw 
water supplies are consistently below seasonal averages and if they continue to 
decline, may not be adequate to meet normal needs. 

Conservation and Curtailment Measures: 

(a) Declare a Water Shortage Alert. 

(b) Provide proper notice to all customers and to all local news media. 

(c) Eliminate all water leaks. 

(d) Prohibit all non-essential (Class 3 ) water uses. 

(e) Curtail elements to all customers by the same percentage as the projected 
shortage. 

(f) Begin billing all customer water usage in excess of curtailed entitlement 
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at the normal rate plus an excess usage charge of $7.50 per 1,000 gallons. 

C. Emergency Stape: 

1. Criteria: A Water Emergency shall be declared when the amount of treated water 
available is projected to be no more than 5 percent above demand, and there are 
periods of no water in one or more areas of the distribution system due to low 
water supply or raw water supplies below the level necessary to meet normal 
needs. 

2. Conservation and Curtailment Measurements: 

Declare a Water Shortage Emergency. 

Provide proper notice to all customers and to all local news medla. 

Eliminate all water leaks. 

Prohibit all Class 3 uses of water. 

Prohibit all Class 2 uses of water except Domestic uses for kitchens, 
bathrooms, and laundries. 

Curtail all commercial and industrial entitlements (except Health Care 
Facilities) by 100%. 

Curtail Residential entitlements by the same percentage as the 
projected shortage. 

DATE OF ISSUE February. 28,2007 

DATE EFFECTIVE Februarv. 28,2007 

Month / Date I Year 

Month / Date I Year 

ISSUED BY Steven M. Lubertozzi 
(Signature of Offi 

TITLE Chief Regulatory Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
IN CASE NO. 2005-00325 DATED February 28,2007 

PUBLIC SERVICE COMMISSION 

FFECTIVE 

SECTION 9 (I) 

B 



FOR Middlesboro and Clinton and Adiacent Territorv 
Community, Town or City 

P.S.C. KY. NO. 2 

Water Service Corporation of Kentucky 
(Name of Utility) 

SHEET NO. 55 

CANCELLING P.S.C. KY. NO. 1 (in its entirety) 

(h) Curtail entitlements to all wholesale customers by the same percentage 
as the projected shortage. 

(i) Begin billing all customer water usage in excess of curtailed entitlement at 
the normal rate plus an excess usage charge of $8.50 per 1,000 gallons. 

D. Rationing Stage: 

1. Criteria: Treated water available is below demand and raw water supplies are no 
more than 3 percent above the level necessary to meet essential needs, and in the 
opinion of the President and/or Manager of Water Service Corporation of 
Kentucky, mandatory rationing is required to insure adequate water is available 
to maintain public health and safety. 

2. Conservation and Curtailment Measures: 

(a) Declare Water Shortage Rationing. 

(b) Provide proper notice to all customers and to all local news media. 

(c) Eliminate all water leaks. 

(d) Prohibit all Class 3 and Class 2 uses of water. 
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(e) Curtail all commercial and industrial entitlement (except Health Care 
Facilities) by 100%. 

(f) 

(g) 

Curtail all residential and wholesale entitlements by the same percentage 
as the projected shortage. 

Implement service interruptions to portions of system in accordance with 
approved published schedule. The schedule shall be provided to all local 
medla. 

(h) Begin billing customer water usage in excess of curtailment entitlement at the 
rate plus an excess usage charge of $9.50 per 1,000 gallons. 

normal 

Section 8. Enforcement of Water Restriction. Any person who violates the provisions of this 
Plan, who fails to cany out the duties and responsibilities imposed by this Plan, or who impedes 
or interferes with any action undertaken or ordered pursuant to this Plan shall be subject to the 
following: 

(a) If the utility official charged with implementation and enforcement of this Plan 
learns of any violation of any water use restriction imposed, a written notice of 
the violation shall be affixed to the property where the violation occurred and 
mailed to the customer of record. Said notice shall describe the violation and 
order that it be corrected, cured, or abated inkediately or within 48 hours. 

(b) The notice will inform the customer of his or her right to appeal by requesting a 
hearing before the utility’s designee. If a hearing is requested by the customer, he 
or she shall be given full opportunity to be heard before termination. The 
governing body shall make findings of fact and decide whether service should 
continue or terminate. 
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(c) Any customer whose water service is terminated for violating provisions of this 
water curtailment plan shall be subject to the approved reconnection fee prior to 
reconnection of service. 

(d) Any residential or non-residential water customer who exceeds the allotments 
established pursuant to this water shortage response plan will be subject to excess- 
use charges. 

(1) “Excess-use charges” will be collected based on the amount by which a 
customer’s use exceeds the water allotments established pursuant to this 
Water Shortage Response Plan. 

(2) Any monies collected through excess-use charges shall not be accounted 
for as income, but shall be placed in a reserve account that is dedicated to 
addressing water shortage problems and water conservation initiatives. 

(3) However, the excess usage charge billing provisions of this Plan shall not 
be put in effect if a county of city ordrnance containing penalty provisions 
is in effect to assist enforcement of this Plan. 

Section 9. Request for Exception. 

(a) Exception to water use restrictions: If compliance with any curtailment measure auth- 
orized herein would cause a customer to bear extraordinary hardship, that individual or 
entity may apply to the Water Service Corporation of Kentucky for an exception. For 
these purposes, “extraordinary hardship” shall be defined as a condition which may 
threaten health and safety, or cause property or economic losses, each of which must be 
shown to be substantially more severe than the sacrifices borne by other users. If extra- 
ordinary hardship is found to exist, then an exception shall be granted and a written 
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waiver issued to the customer. If an appeal is made, water service shall be continued 
until a decision is announced. Any person aggrieved by the decision may file a complaint 
with the Public Service Commission. 

(b) Exception to curtailment surcharge: Exceptions to excess use charges shall not be 
considered or granted. 

Section 10. Severability. If any provision of this Plan is declared invalid by the courts, the 
remainder of the Plan and its applicability to other persons and circumstances shall not be affected by 
that declaration. 

Section 11. 
Service Commission. 

Effective Date. This Plan shall take effect immediately upon approval by the Public 
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Water Service APPENDIX A 

Corporation of Kentucky 

Middlesboro, Kentucky and Clinton, Kentucky 

PROJECTED DEMAND W O R K S m T  FOR 

The information below would be used to estimate projected demand for one (1) month. 
(Month) (Year) 

Calculations will done at the beginning of each month. 

Average use in -- for the past 5 years: 

(Last Month) 

Average use in - -far 2 years ago: 

(Last Month) 

Average use in for 1 year ago: 

(Last Month) 

Average use in for current year: 

(Last Month) 

Average use in - for the past 5 years: 

(This Month) 

Average use in .- for 2 years ago: 

(This Month) 
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Average use in for 1 year ago: 

(This Month) 

Usage Notes: 

- -~ 
Weather Notes: - 

- 
- 

Average projected use for 

Without conservation measures: ---gPd 

(reduction) A d  

(More than reduction) -- 2 d  

(Mare than reduction) --.---gpd 

(More than reduction) _ _ g ; p d  

With advisory conservation measures 

With alert conservation measures 

With emergency conservation measures 

With rationing conservation measures 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

Februarv. 28,2007 
Month / Date / Year 

- Februarv, 28,2007 
Month / Date / Year 

Steven M. Lubertozzi 

TITLE Chief Redatorv Officer 

BY AUTHORITY OF OmER OF "'€€E PUBLIC SERVICE COMMISSION 
JN CASE NO. 2005-00325 DATED Februarv 28,2007 





FOR Middlesboro and Clinton and Adiacent Territoa 
Community, Town or City 

Water Service Comoration of Kentucky 
(Name of Utility) 

P.S.C. KY. NO. 3 

SHEETNO. 1 

CANCELLING P.S.C. KY. NO. 2 (in its entirety) 

CONTENTS 

INDEX 

Territory Served 

Definitions Applicable to Rules and Regulations 

Rules and Regulations 
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4. 
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6. Street Service Connections 

7. Customers’ Service Pipes 

8. 

9. Meters and Meter Installation 

10. 

Rules and Regulations Governing Rendering of Service 

Use of Water in Accordance with Application 

Special Applications for Water Service 

Plumbing Must be Approved by Company 

Meter Tests and Test Fees 
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TERRITORY TO WHICH RULES, REGULATIONS AND SERVICE CLASSIFICATIONS APPLY: 

The Rules, Regulations, and Service Classifications contained in this tariff apply in the 
following: 

City of Middlesboro and contiguous territory in Bell County, Kentucky 

City of Clinton and contiguous territory in Hickman County, Kentucky 
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DEFINITIONS 

DEFINITIONS APPLICABLE TO RULES AND REGULATIONS: 

(a) “Customer” shall mean any person, firm, corporation or municipality supplied by water 

service pursuant to these Rules and Regulations. 

“Bona fide prospective customer” shall mean any owner or lessee who is to be the 

occupant of an existing development premises having a curb line abutting on that part of 
a street or public highway in which there is, or is to be, located a distribution main of the 
Company, who shall file a signed application for a new street service connection and for 
water service to such premises to be occupied. 

(b) 

(c)  “Company” shall mean the Water Service Corporation of Kentucky acting through its 
officers, managers, or other duly authorized employees or agents. 

(d) “Street service connections” shall mean a pipe with appurtenances used to conduct water 
from a distribution main of the Company to the curb line of the premises. 

(e)  “Premises” shall mean and include: 

(1) a building under one roof and occupied as one business or residence and served 
through one street service connection; or 
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a combination of buildings in common ownership in one common enclosure or 
on a single tract of land not crossed by public streets, roads, or ways and occupied 
by one family or business and served through one street connection or through 
more than one such Connection if in the exclusive discretion of the Company, 
multiple connections are advisable in providing service; or 

one side of a double house having a solid vertical partition wall or each unit of a 
series of what are commonly known as row houses, each unit being occupied by 
one family or business and each served through one street service connection; or 

a building having a number of apartments or offices and using halls and means of 
entrance in common, and served through one street service connection; or 

a building previously erected as a single family residence served through one 
street service connection and subsequently converted into apartments or offices or 
a combination of such, with two or more separate halls and means o f  entrance not 
used in common, and where separate water supply plumbing would not be 
practicable; or 

each residential or business single occupancy unit, served through one street 
service connection, in a building which is not a premises otherwise defined in 
these Rules. 
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(7) Rates are based on single family residences or multi-family units and are not 
applicable to other single family residences or multi-fmily units. Where two or 
more residences or multi-family units are served through one street connection the 
Company may allow service to be taken through one meter if the segregation of 
plumbing on customer’s premises would involve undue expense to the customer, 
but in this event the unit blocks and minimum bills of rate would be multiplied by 
such number of residences or units. 

PROVIDED: They are located on lots having curb line abutting on that part of a street or public 
highway in which there is, or is to be, located a distribution main of the Company extending for at least 
one-half of the fi-ontage of the lot on said street or highway. 
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1. RULES AND REGULATIONS GOVERNING RENDERING OF SERVICE: 

(a) The Rules and Regulations in their entirety as hereinafter set forth or as they may 
hereafter be altered or amended in a regular and legal manner shall govern the rendering 
of water service and every customer upon signing of an application for water service or 
upon the taking of water service will be bound thereby. 

2. 

(b) Except fire and special temporary services, all service will be rendered on a meter basis. 
Residential, commercial, industrial and municipal service is only regularly available for 
single premises as “premises” is defined in these Rules. When the interests of other 
customers would not be jeopardized or prejudiced, the Company’s President or a Vice 
President may, by writing, authorize service at regular rates to governmental or political 
corporations, districts, or authorities not qualifying as “premises” under these Rules. In 
special cases, for good causes shown, the Public Service Commission may permit deviations 
from this regulation. 

APPIJCATIONS FOR WATER SERVICE 

(a) New Street Service Connection 

Upon written application by the owner, or his properly authorized agent, on forms 
furnished by 
premises having a curb line abutting on that part of a public street or highway in which a 
distribution main of the Company is located, the Company will install, own and maintain 
the street service connection to such premises. The company shall determine the size of 
all street service connections. 

the Company, for the immediate and continuous supply of water to 
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(b) The Company reserves the right to specify the size of the service connection for each 

installation. When application for a service connection installation is made, a service 

connection fee shall be paid according to the following schedule: 

Less than1 inch connection $1,434.00 

1 inch and greater connection Actual cost 

(c) Existing Street Service Connection 

When any person, fim or corporation, not theretofore taking water service from the 

Company, applies for water service, the application shall be in writing on forms supplied 

by the Company. When such application is accepted by the Company, it shall constitute a 

contract between the applicant and the Company for service at the premises named in the 

application and at any other premises at which named applicant may be securing service 

unless a separate application for service to such other premises shall have been accepted 

by the Company. 

Any change in the location of the contracting customer to any other premises will require 

notification of the Company by the Customer. The obligation of the customer to the 

DATE OF ISSUE March 5,2009 

DATE EFFECTIVE  AD^ 15,2009 

Month / Date / Year 

Month / Date / Year 

ISSUED BY John Hov 
(Signature of Officer) 

TITLE Chief Regulatory Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 2008-00563 DATED 



FOR Middlesboro and Clinton and Adiacent Territory 
Community, Town or City 

Water Service Corporation of Kentucky 
(Name of Utility) 

P.S.C. KY. NO. 3 

SHEET NO. 11 

CANCELLING P.S.C. KY. NO. 2 (in its entirety) 

CONTENTS 

Company under the existing contract will continue in fidl force and effect at the new 

location, premises or address. 

The Company shall have the right to discontinue the supply of water to any premises if the 

owner or occupant does not have a contract for such service with the company. Within 

twenty-four (24) hours after such termination, the Company shall send written notification 

to the Customer of the reason or reasons for the termination of service. 

(d) A customer account set up fee of $27.00 shall be charged for each new account. 

3. USE OF WATER IN ACCORDANCE WITH APPLICATION: 

No person or persons, corporation or partnership receiving water service from the 

Company will be permitted to use water for any other purposes than that for which they 

shall have contracted to pay as shown by their application, nor shall they supply water 

in any way to any other party or parties without a written permit from the President or a 

Vice President of the Company. An accepted application for water service to any 

premises shall constitute a license to the applicant to take and receive a supply of water 

for said premises but only for the uses specified in such applications and the supply shall 

not be used except for the premises specified in the application. 
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4. 

5 .  

6. 

SPECIAL APPLICATIONS FOR WATER SERVICE: 

(a) Water for transient, temporary or special services must be specially applied for. 

(b) Water for building construction purposes, when not furnished on an application for 

regular metered service, will be supplied under special application. 

CUSTOMER’S L,IAl3IL,ITY FOR CHARGES: 

A customer who has made application for water service to any premises shall be held liable for 

all water service furnished to such premises. Any customer desiring service terminated or 

changed from one address to another shall give the Company three (3) working days’ notice in 

person, writing, or by telephone. 

STREET SERVICE CONNECTIONS: 

(a) The Company will make all connections to its mains and will specify the size, kind and 
quality of all materials entering into the street service connections. 

(b) The corporation cock, meter box and the street service pipe from the street main to the 
curb line or meter box shall be furnished and installed by and shall be the property of the 
Company and under its sole control and jurisdiction. 
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(c) Where a street service connection is already laid to the curb line, or meter box, the 
Customer shall connect with the street service connection as laid. 

(d) The meter box shall be set in sidewalk orjust inside customer’s property on a level with 
the grade of sidewalk or yard and shall be kept accessible at all times. 

(e) The street service connection from the main to arid including the meter box will be 
maintained by the Company at its expense. 

7 .  CUSTOMER’S SERVICE PIPES: 

(a) The company will specify the size, kind and quality of the materials which shall be laid 

between the curb line and the structure on the premises to be supplied. 

(b) The service pipe from the meter box to the place of consumption shall be furnished and 
installed by the Customer at his expense and risk. 

(c) The Customer’s service pipe and all connections and fixtures attached thereto shall be 
subject to the inspection and approval of the Company before the water will be turned on. 

(d) The service pipe shall be laid below the frost line at all points and shall be placed on firm 
continuous earth so as to give unyielding and pennanent support, and shall be installed in 
a trench at least two feet in a horizontal direction from any other trench wherein are laid 
gas pipe, sewer pipe, or other facilities, public or private, unless specifically authorized 
and approved by the Company. 
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The customer shall install a stop and waste cock of a type approved by the Company on 
the service pipe immediately inside the foundation wall of the building supplied, and to 
be located so as to be easily accessible to the occupants and to provide proper drainage 
for all of the pipes in the building. 

The Customer shall make all changes in his portion of the service pipe required on 
account of changes of grade, relocation of mains or other causes. 

No fixtures shall be attached to or any branch made in the service pipe between the 
meter and the street main. 

Each premises shall be supplied through an independent service pipe from a separate 
meter box and the applicant for service shall be solely responsible for all water used on 
and in said premises. 

When more than one premises is supplied through a single service pipe, and violation of 
the Rules and Regulations of the Company with reference to either or any of the said 
buildings or premises shall be deemed a violation as to all and the water service shall 
be discontinued after the customer has been given at least ten (10) days written 
termination notice and reasonable opportunity allowed for each premises to attach their 
pipes to separately controlled service connections. 

Any repairs or maintenance necessary on the Customer’s service pipe or on any pipe or 
fixture in or upon the Customer’s premises shall be performed be the Customer at his 
expense and risk. 

In those instances where the Customer requires water pressure which differs from the 
standard pressure provided by the Company he shall be required to install and maintain at 
his own expense the necessary equipment to provide the desired pressure. 
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Such equipment and the installation thereof to be approved by the Company. In no event, 
however, shall the pressure at the Customer's service pipe under normal conditions fall 
below thirty (30) psig nor shall the static pressure exceed 150 psig. 

8. PLUMBING WORK MUST BE APPROVED BY COMPANY: 
All plumbing work done in connection with the Company's water mains or appurtenances shall be 
submitted for the inspection of the Company, and no underground work shall be covered up until 
inspected and approved by the Company. Whenever the Company determines that a job of plumbing is 
obviously defective, although not in direct violation of these Rules and Regulations, the Company will 
insist upon its being corrected before the water will be turned on. 

9. METERS AND METER INSTAL,LATIONS: 

(a) The company shall specify the kind and size of meter to be installed. 

(b) Meters will be fiirnished, installed, and removed by the Company and shall remain its 
property. 

(c) Each premises shall have a separate meter and the applicant for service shall be solely 
responsible for all water used on and in said buildings or premises. 

(d) Meters will be maintained by the Company at its expense insofar as ordinary wear is 
concerned, but damage due to hot weather, freezing (as a result of Customer's 
unauthorized removal of meter cover) or other external causes arising out of or caused by 
the Customer's negligence or carelessness shall be paid for by the Customer. 

10. METER TESTS AND TEST FEES: 

(a) All meters are accurately tested before installation and are also periodically tested in 
accordance with the Public Service Commission's regulations. The Company may at any 
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time remove any meter for periodic tests or for repairs or replacement and may, at its 
option and expense, test any meter when the Company has reason to believe that it is 
registering inaccurately. 

(b) The Company shall make a test of the accuracy of any meter upon written request of the 
Customer, provided the Customer does not request such test more frequently than once 
in twelve months. For such request test, the fee as estimated herein shall be paid in 
advance by the complaint but should the said meter be found, upon said test, to be more 
than two (2) percent incorrect to the prejudice of the Customer, the fee so charged shall 
be returned to the complaint. 

(c)  For test of meters made upon request of the Customer and performed by the Company, 
the following fees shall be paid: 

Outlet 1-inch or less $4-540 $ m o a  
Outlet 2-inches and over 1 -inch Cost of Test 

Outlet 3-inches and over 2-inches Cost of Test 

Outlet 4-inches and over 3-inches Cost of Test 

Outlets greater than 4-inches Cost of Test 

(d) In addition to the request tests of meters performed by the Company, the Customer may, 

upon formal written application to the Public Service Commission accompanied by 
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payment of the fees as set forth, have a test conducted by the Company in the presence 

of an employee of the Commission, or by an employee of the Commission. Should the 

meter by found, upon said test, to be more than two (2) percent incorrect to the prejudice 

of the Customer, the total cost of such test shall be assumed by the Company and the 

amount of the fee paid shall be returned to the Customer. 

(e) For test of meters made upon complaint of the Customer and performed by the Public 

Service Commission, the charges therefore shall be in conformity with the rules and 

charges prescribed by the Commission. 

1 1 , 12, & 13. PUBLIC FIRE HYDRANTS (including Private Fire Hydrants) and 
(Fire Hydrants in Unincorporated Areas) 

Fire Protection Generally 
1. On or after the effective date (June 7, 1992) of administrative regulation 807 

KAR 5:066 Section 10(2) fire hydrants may be installed by a Utility only if: 

a. A Professional engineer with a Kentucky registration has certified that the 
system can provide a minimum free flow of 250 gallons per minute; and 

b. The system supporting this flow has the capability of providing this flow 
for a period of not less than two (2 )  hours plus consumption at the maximum 
daily rate. 
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2.  The location, installation, and the responsibility for maintenance of fire hydrants, 
public and private fire protection facilities, connecting mains, and their ownership may 
be subject to negotiation between the Utility and the applicant. Fire hydrants and 
public and private fire protection facilities shall be installed as required by the Utility 
and if owned by the Utility shall by sub.ject to any conditions the Public Service 
Commission may impose, based upon the compensation received for this service. 

Fire Departments 

Any city, county, urban-county, charter county, fire protection district, 
or volunteer fire protection district (“User”) may withdraw water from the utility’s water 
distribution system for the purpose of fighting fires or training firefighters at no charge on 
the condition that it maintains estimates of the amount of water used for fire protection and 
training during the calendar month and reports the amount of this water usage to the utility no 
later than the 15“’ day of the following calendar month. 

Any city, county, urban-county, charter county, fire protection district, or volunteer fire 
protection district that withdraws water from the utility’s water distribution system for fire 
protection or training purposes and fails to submit the required report on water usage in a timely 
manner shall be assessed the cost of this water. 

A non-reporting user’s usage shall be presumed to be 0.3 percent of the utility’s total water 
sales for the calendar month. A non-reporting user may present evidence of its actual usage 
to rebut the presumed usage. The utility shall consider this evidence and may adjust the 
presumed usage amount accordingly. 

The non-reporting user shall be billed for this usage at the lowest usage block rate 
regardless of customer classification that the utility charges. 
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A. Non-reporting user shall also be assessed a penalty of $20.00 for each failure to submit a 
report in a timely manner. 

B. 14. DISCONTINUANCE OF WATER SERVICE: 

(a) Service rendered under any application, contract or agreement may be 
discontinued by the Company after proper notification in accordance with 807 
KAR 5.406, Section 14 for any of the following reasons: 

(1) For willful or indifferent waste of water. 

(2)  For failure to protect the meter and its connections from injury or damage, 
or for failure to protect and maintain the service pipe or fixtures on the 
property of the Customer in a condition satisfactory to the Company. 

(b) The water service will be discontinued to any premises on account of temporary 
vacancy upon request of the Customer, without in any way affecting the 
agreement in force, after the payment of all charges and fees due as provided for 
in the rates, rules and regulations of the Company. 

(c) Discontinuing the supply of water to any premises for any reason shall prevent the 
Company from pursuing lawful remedies by action at law or otherwise for the 
collection of moneys due from the Customer. 

(d) Water service may be terminated for non-payment per section 18(d) 

15. RENFiWAL OF WATER SERVICE AFTER DISCONTINUANCE: 

When water service to any premises has been terminated for any reason other than 
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temporary vacancy, it will be renewed after the acceptance of a new application and 
when the conditions, circumstances or practices which caused the water service to be 
discontinued are corrected to the satisfaction of the Company, and upon the payment 
of all charges due and payable by the Customer in accordance with the rates, rules and 
regulations. The Company will then reconnect existing service within twenty-four (24) 
hours, and shall install and correct new service within seventy-two (72) hours. 

16. TURN-ON CHARGE 

(a) When it has been necessary to discontinue water service to any premises because 
of a violation of the Rules and Regulations or on account of the non-payment of 
any bill; a change will be made to cover the expense of turning on water, and this 
charge together with any arrears that may be due the Company for charges against 
the Customer must be paid before the water will again be turned on. 

(b) If at the time of such discontinuance of service, the Customer does not have a 
deposit with the Company, the Company may require a deposit as a guarantee of the 
payment of future bills before the water will be turned on. 

17. BILLS FOR WATER SERVICE: 

(a) Customers are responsible for furnishing the Company with their correct address. Failure 
to receive bills will not be considered an excuse for non-payment nor permit an extension 
of the date when the account would be considered delinquent. 
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(b) All bills will be sent to the address entered in the application unless the Company is 
notified in writing by the Customer of any change of address. The Company may when 
possible at a future date provide for the option for Customers to have their bills sent by 
electronic mail upon request, which will replace paper bills, except for purposes of notice 
of disconnection. 

(c) If requested in writing by the Customer, the Company will send bills to and will receive 
payments from agents or tenants. However, this accommodation will in no way relieve 
the Customer of the liability for all water charges. The Company shall notify the 
Customer of the non-payment of water bills by such agents or tenants pursuant to 
applicable regulations. 

(d) Payments shall be made at the office of the Company or at such other places 
conveniently located as may be designated by the Company. The Company may allow 
payments to be made with cash, check, creditldebit card. Customers who choose to 
pay by creditldebit card or online shall be charged a per transaction fee plus a fee of a 
percentage of amount to be paid. The fees shall be based on the bank fees billed to the 
Company for such payments. 

(e) The company will not be bound by bills rendered under mistake of fact and to the 
quantity of service rendered. 

(f) The use of water by the same customer in different premises or localities will not be 

combined, and each installation shall stand by itself. 

18. TERlLlS OF PAYMENT: 

(a) Special charges shall be payable upon demand. 
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19. 

Rills for metered service shall be rendered monthly and are due and payable when 
rendered. 

Bills for private fire service shall be rendered monthly in advance and are due and 
payable when rendered. 

If a bill is not paid within ten days after its due date, the company may discontinue the 
water service. The Company will give at least five ( 5 )  days notice before termination for 
nonpayment and that service will not be terminated before 20 days after the mailing date 
of the original bill. 
If a customer has two returned checks for non-sufficient funds, all subsequent bills must 
be paid in cash for a period of six months or until the credit score is returned to an 
acceptable level, whichever comes first.. 

There shall be no abatement of the minimum rates due to the extended absence of the 
Customer without proper notice having been given to the Company. No abatement 
shall be made for leaks or for water wasted by improper or damaged service pipes or 
fixtures belonging to the Customer. 
If test results on a Customer's meter show an average error greater than two percent (2%) 
fast or slow, or if a Customer has been incorrectly billed for any other reason, except in 
an instance where a Company has filed a verified complaint with the appropriate law 
enforcement agency alleging fraud or theft by a Customer, the Company shall 
immediately determine the period during which the error has existed, and shall recompute 
and adjust the Customer's bill to either provide a refund to the Customer or collect an 
additional amount of revenue fi-om the underbilled Customer. The account adjustment 
shall be performed according to 807 KAR 5:006 Section 10(2) with corrected billing or 
refund as directed therein. 

20. BOILER AND ENGINE WATER SUPPLY: 
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The Company does not guarantee a sufficient or uniform pressure, or an uninterrupted supply of water, 
and Customers are cautioned to provide a sufficient storage of water where an absolutely uninterrupted 
supply must be assured; such as for steam boilers, hot water systems, gas engines, etc. 

2 1. INTERRUPTIONS IN WATER SUPPLY: 

The Company rnay at any time shut off the water in the mains in case of accident, or for the purpose of 
making connections, alterations, repairs, changes, or for other reasons, and may restrict the use of water 
to reserve a sufficient supply for the public fire service or other emergencies whenever the public 
welfare may require it. 

22. LLARILITY OF COMPANY: 

(a) The company will undertake to use reasonable care and diligence in order to prevent and 
avoid interruptions and fluctuations in the service, but it cannot and does not guarantee 
that such will not occur. 

(b) The Company shall in no event be liable for any damage or inconvenience caused by 
reason of any break, leak or defect in the Customer’s service pipe or fixtures. 

23. CROSS CONNECTIONS AND INTERCONNECTIONS: 

(a) A cross-connection is any pipe, valve, or other arrangement or device connecting the 
pipelines of the Company or facilities directly or indirectly connected therewith to and 
with pipes of fixtures supplied with water from any source other than the lines of the 
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Company directly connected. 

(b) An interconnection is a plumbing arrangement, other than a cross-connection, by 
which continuation might be admitted or drawn into the distribution system of the 
Company, or into lines connected therewith, used for the conveyance of potable water. 

(c) 

(d) 

No cross-connection or interconnection will be made by Customer without the 
approval of the State Health Department and the Company. 

The Company shall require the use of an approved protective device on the service line 
serving the premises to assure that any contamination that may originate in the 
customer’s premises is contained therein. The methods of installation of backflow 
protective devices shall be approved by the Company. Any and all cost incurred with the 
installation and maintenance of cross-connection control devices and appurtenances shall 
be borne by the customer 

24. GENERAL 

(a) The service pipes, meters and fixtures on the Customer’s premises shall at all reasonable 
hours be accessible to the Company for observation or inspection. 

(b) No person shall turn the water on or off at any street valve, corporation cock, meter or 
other street connections, or disconnect or remove any meter without the consent of the 
Company. Penalties provided by law for any such action will by rigidly enforced. 

(c) Employees or agents of the Company are expressly forbidden to demand or accept any 
compensation for and service rendered to its Customers except as covered in these Rates, 
Rules and Regulations. 
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(d) No employee or agent of the Company shall have the right or authority to bind it by any 
promise, agreement of representation contrary to the letter or intent of these Rules and 
Regulations. 

(e) Any complaint against the service or employees of the Company should be made at the 
office of the Company and preferably in writing. If a complaint either written, in person 
or by telephone is not resolved, the company shall advise the complaint of his right to 
file a complaint with the Public Service Commission and provide hidher  with their 
address and telephone number. 

25. APPROVAL OF THE RULES AND REGULATIONS: 

All Rules and Regulations of the Company are subject to the approval of the Public Service 
Commission of the State of Kentucky and if any part thereof should be adjudged to be in 
violation of any rule or order made by the Commission, then that particular part shall be in- 
effective but without in any way affecting the other portions thereof. 

26. MAIN EXTENSIONS: 

(a) The company will extend existing distribution mains a distance of fifty (50) feet for 
each bona fide prospective customer, making application for service connection and 
water service there from for a period of one year or more under these Rules and 
Regulations. Such extensions will be made without cost to such customer(s). 

(b) When an extension greater than fifty (SO) feet in length for each bona fide prospective 
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customer is required or requested such extension will be made under the terms of an 
“Extension Deposit Agreement” as hereinafter set forth. The Company shall have the 
exclusive right to determine the type and size of mains to be installed and of the related 
facilities required to render adequate service. 

hi determining the length of any extension required pursuant hereto the terminal point of 
such extension shall, in all cases, be at that point in the curb line of the last lot on which 
is located a premises to be served which is equidistant from the side property lines of 
said lot. 

Before water lines are laid in new subdivisions, the subdivider shall furnish the Water 
Company with a plat (or plan) or the subdivision approved by the City-County Planning 
and Zoning Commission, and the plat (or plan) shall have been recorded in the County 
Court. 

27. FORM OF EXTENSION AGREEMENT: 

W I T N B S  s E T B  
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eveloper Extensio 

This Contract made and entered into this the day of 

200- by and between Water Service Corporation of Kentucky, referred to as the Company, and 

referred to as the Customer. 

Whereas, Customer desires water service to be made available to , which is located as shown 

on the attached plat, and which has been approved by all local, state or other regulatory. planning and zoning. or other 

governmental agencies prior to submission to the Company and. 

Whereas. Company is willing to allow Customer to construct and install this water main extension from its existing 

main located on as shown on the attached map or plat, 

NOW, THEREFORE, the Company and Customer mutually agree: 

Prior to construction. Customer shall provide Company with the engineering plans and specifications for the 

proposed main extension. All plans and specifications must conform to the Company’s tariffs and any other requirements of 

applicable regulatory agencies. The Company shall have the exclusive right to determine the feasibility of the extension, the 

type, location and size of mains to be installed and any related facilities or modifications to existing facilities necessary to 

render adequate service consistent with its tariffs and Public Service Commission regulations. 

The Customer shall reimburse Company all expenses incurred in the review of the proposed plans prior to beginning 

construction. The estimated cost of t h s  review is $ 

The Customer, after approval by the Company of the plans, shall install at its cost all facilities necessary for the 

extension of service to the designated development. 
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The Company shall have the right to inspect the installation of the facilities and the materials at all times during 

construction. No facilities shall be covered or backfilled until approved by the Company. 

If the Customer fails to complete the project or fails to complete the project according to the approved plans, the 

Company may complete the project or correct any deficiencies in workmanship or materials. The Company shall give 

Customer sixty (60) days notice to correct any deficiencies. The Customer shall be liable for any costs incurred by the 

Company for completion of such work. 

The final project cost for the extension shall be the actual invoiced cost of materials, equipment. labor and other 

associated costs. Final documentation of the total project costs shall be presented to the Company within ninety (90) days of 

completion of the construction, along with “as built” plans of the construction certified by the Customer’s engineer that all 

construction was performed as required by the plans and specifications. Upon receipt of the fmal project costs from the 

Customer, the Company shall review those costs and once accepted shall approve the prqject costs as the amount to be 

refunded as specified below. 

No later than tt the time of completion of the construction, the Customer shall provide Company an easement 

sufficient to install. repair or construct facilities and to distribute water to the customers connected to the main extension. 

The grant of easement may be included in the recorded plat. The Customer shall also provide written notification to the 

Company of the contribution and dedication of the facilities to the Company for use in providing water service. 

For each customer connected to this main extension, the Company will refund to Customer a sum equivalent to fifty 

( S O )  feet of the final project cost of this extension. Total refunds shall not exceed the final project cost. This refiind applies 

only to customers connected to the water main shown on the attached plat. 

Refunds to the Customer shall be made in December of each year for those customers connected to this water main 

extension. It shall be the Customer’s responsibility to notify the Company no later than November 1 of each year of the 

names and addresses of the customers connected to the extension in that year. In no event shall the refund be extended 

beyond ten (10) years from the date of this contract. The Company shall not be required to refund a sum greater than the 

final project cost. 
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Nothing in this agreement shall give any right, title or interest in the ownership or operation of this water main 

extension or facilities installed by the Company. 

IN WITNESS WEREOF, the parties have executed this agreement. 

WATER SERVICE CORPORATION OF KENTUCKY 

BY: WITNESS : 

CUSTOMER 

BY: WITNESS: 

COMMONWEALTH OF KENTUCKY 

COUNTY OF: 

The foregoing instrument was signed before me by and 
after each was sworn and each acknowledged the signature to be his free 

act and in accord with law. 
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March 5.2009 
Month I Date I Year 

April 15,2009 
Month I Date I Year 
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(Signature of Officer) 

TITLE Chief Regulatory Officer 
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Notary Public 

My commission expires: 

This Contract made and entered into this the day of 

200- by and between Water Service Corporation of Kentucky, referred to as the Company, and 

referred to as the Customer. 

Whereas, Customer desires water service to be made available to . which is located as shown 

on the attached plat, and which has been approved by all local, state or other regulatory, planning and zoning. or other 

governmental agencies prior to submission to the Company and, 

Whereas, Company is willing to allow Customer to construct and install this water main extension from its existing 

main located on as shown on the attached map or plat, 

NOW, THEREFORE, the Company and Customer mutually agree: 

Prior to construction, Customer shall provide Company with the engineering plans and specifications for the 

proposed main extension. All plans and specifications must conform to the Company’s tariffs and any other requirements of 

applicable regulatory agencies. The Company shall have the exclusive right to determine the feasibility of the extension, the 

type, location and size of mains to be installed and any related facilities or modifications to existing facilities necessary to 

render adequate service consistent with its tariffs and Public Service Commission regulations. 

DATE OF ISSUE 

DATE EFFECTIVE 

March 5,2009 
Month I Date I Year 

April 15.2009 
Month I Date I Year 

ISSUED BY John Hov 
(Signature of Officer) 
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The Customer shall reimburse Company all expenses incurred in the review of the proposed plans prior to beginning 

construction. The estimated cost of this review is $ 

The Customer, after approval by the Company of the plans. shall install at its cost all facilities necessary for the 

extension of service to the designated development. 

The Company shall have the right to inspect the installation of the facilities and the materials at all times during 

construction. No facilities shall be covered or backfilled until approved by the Company. 

If the Customer fails to complete the project or fails to complete the project according to the approved plans. the 

Company may complete the project or correct any deficiencies in workmanship or materials. The Company shall give 

Customer sixty (60) days notice to correct any deficiencies. The Customer shall be liable for any costs incurred by the 

Company for completion of such work. 

The final project cost for the extension shall be the actual invoiced cost of materials. equipment, labor and other 

associated costs. Final documentation of the total project costs shall be presented to the Company within ninety (90) days of 

completion of the construction, along with “as built” plans of the construction certified by the Customer’s engineer that all 

construction was performed as required by the plans and specifications. I.Jpon receipt of the final project costs from the 

Customer, the Company shall review those costs and once accepted shall approve the prqject costs as the amount to be 

refunded as specified below. 

No later than tt the time of completion of the construction, the Customer shall provide Company an easement 

sufficient to install, repair or construct facilities and to distribute water to the customers connected to the main extension. 

The grant of easement may be included in the recorded plat. The Customer shall also provide written notification to the 

Company of the contribution and dedication of the facilities to the Company for use in providing water service. 

For each customer connected to this main extension, the Company will refund to Customer a sum equivalent to fifty 

(50) feet of the final project cost of this extension. Total refunds shall not exceed the final project cost. This refund applies 

only to customers connected to the water main shown on the attached plat. 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSIJED BY 

March 5.2009 
Month / Date / Year 
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Refunds to the Customer shall be made in December of each year for those customers connected to this water main 

extension. It shall be the Customer’s responsibility to notify the Company no later than November 1 of each year of the 

names and addresses of the customers connected to the extension in that year. In no event shall the refund be extended 

beyond ten (10) years from the date of this contract. The Company shall not be required to refund a sum greater than the 

final project cost. 

Nothing in this agreement shall give any right, title or interest in the ownership or operation of this water main 

extension or facilities installed by the Company. 

IN WITNESS WHEREOF, the parties have executed this agreement. 

WATER SERVICE CORPORATION OF KENTUCKY 

BY: WITNESS: 

CUSTOMER 

BY: WITNESS: 

COMMONWEALTH OF KENTUCKY 

COUNTY OF: 

DATE OF ISSUE March 5.2009 

DATE EFFECTIVE ADril 15,2009 

Month I Date I Year 

Month I Date I Year 

ISSIJED BY John Hov 
(Signature of Officer) 

TITLE Chief Regulatory Officer 
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The foregoing instrument was signed before me by and 
after each was sworn and each acknowledged the signature to be his free 

act and in accord with law. 

Notary Public 

My commission expires: 

28. SERVICE CHARGE: 

The following charges will be made by the Company to cover the cost incurred in reconnecting 
the meter or service when the Customer’s service has been disconnected: 

(a) For non-payment of bills . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $243430 $27.00 

(b) Far violation of the Company’s Rules and Regulations after the Customer has 
qualified for and requested that the service be reconnected . . . . . . . .  .28,88 $27.00 

(c) At his request and at any time subsequently within 12 months is reconnected 
at the same location. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ,$;_ze,ee $27.00 

These charges are to be paid by customer before or at the time service is reconnected. 

29. CUSTOMER’S DEPOSITS: 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

March 5,2009 
Month I Date / Year 

April 15,2009 

Month I Date I Year 
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The Company may require a minimum cash deposit other guarantee to secure payment of bills. 
Service may be refused or discontinued for failure to pay the requested deposit. Interest, as 
prescribed by I(RS 278.4601, will be paid annually either by refund or credit to the Customer’s 
bill, except that no refund or credit will be made if the Customer’s bill is delinquent on the 
anniversary date of the deposit. 

The deposit may be waived upon a Customer’s showing of satisfactory credit or payment history, 
and required deposits will be returned after one (1) year if the Customer has established a 
satisfactory payment record for that period. If a deposit has been waived or returned and the 
customer fails to maintain a satisfactory payment record, a deposit may then by required. The 
Company may require a deposit in addition to the initial deposit if the Customer’s classification 
of service changes or if there is a substantial change in usage. Upon termination of service, the 
deposit, any principal amounts, and any interest earned and owing will be credited to 
the final bill with any remainder refunded to the Customer. 

In determining whether a deposit will be required or waived, the following criteria will be 
considered: 

1. Previous payment history with the Company. If the Company has no previous history 
with the Company, statements fi-om other utilities, banks, etc. may be presented by the 
Customer as evidence of good credit. 
Whether the Customer has an established income or line or credit. 
Length of time the Customer has resided or been located in the area. 
Whether the customer owns property in the area. 
Whether the customer has filed bankruptcy proceedings within the last seven years. 
Whether another customer with a good payment history is willing to sign as a guarantor 
for an amount equal to the required deposit. 

2. 
3. 
4. 
5. 
6. 

If a deposit is held longer than 18 months, the deposit will be recalculated at the Customer’s 
request based on the Customer’s actual usage. If the deposit on account differs from the 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

March 5, 2009 
Month / Date / Year 

Ami1 15.2009 

Month / Date / Year 

John Hov 
(Signature of Officer) 

TITLE Chief Remlatorv Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
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recalculated amount by more than $10.00 for a residential customer or 10 percent for a non- 
residential customer, the Company may collect any underpayment and shall refiind any 
overpayment by check or credit to the Customer’s bill. No refund will be made if the 
Customer’s bill is delinquent at the time of the recalculation. 

42&+&&& Deposits 

1 Customer’s deposits shall be based upon actual usage 
of the Customer at the same or similar premises for the most recent 12-month period, if such 
information is available. If usage information is not available, the deposit will be based on the 
average bills of similar Customers and premises in the system. The deposit amount shall not 
exceed 2/12 of the Customer’s actual or estimated annual bill where bills are rendered monthly, 
3/12 where bills are rendered bimonthly, or 4/12 where bills are rendered quarterly. 

30. CUSTOMER BILL OF RIGHTS 

DATE OF ISSUE 

DATE EFFECTIVE 
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March 5,2009 
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April 15,2009 

Month / Date / Year 

John Hoy 
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BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
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As a residential Customer of a regulated public utility in Kentucky, you are guaranteed the 

following rights subject to Kentucky Revised Statues and the provisions of the Kentucky Public 

Service Commission Administration Regulations: 

- You have the right to service, provided you (or a member of your household whose debt 

was accumulated at your address) are not indebted to the utility. 

- You have the right in inspect and review the utility’s rates and tariffed operating 

procedures during the utility’s normal office hours. 

- You have the right to be present at any routine utility inspection of your service 

condition. 

- You must be provided a separate, distinct disconnect notice alerting you to a possible 

disconnection of your service if payment is not received. 

- You have the right to dispute the reasons for any announced termination of your service. 

- You have the right to negotiate a partial payment plan when your service is threatened by 

disconnection for non-payment. 

DATE OF ISSUE March 5, 2009 
Month / Date /Year 

DATE EFFECTIVE April 15,2009 

Month / Date / Year 

ISSUED BY John Hoy 
(Signature of Officer) 

TITLE Chief Regulatory Officer 
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- You have the right to maintain your utility service for up to thirty (30) days upon 

preseiitation of a medical certificate issued by a health official. 

- You have the right to proiiipt (within 24 hours) restoration of your service when the cause 

for discontinuance of the service has been corrected. 

- You have the right to contact the Public Service Commission regarding any dispute that 

you have been unable to resolve with your utility (Call Toll Free 1-800-772-4636).) 

CONTRACT FOR WATER SERVICE 

DATE 
NAME ADDRESS 

P H O m  

SOCIAL, SECURITY OR OTHER I.D. NO. 

Application for water service is accepted by arid between the undersigned and the 
with the following stipulations and agreements: 

1. Public Service Commission rules and regulations as set forth in 807 KAR 5 and Kentucky 
Department for Natural Resources, Division of Water standards and laws must be observed 
and adhered to, arid may be viewed upon request by the applicant. 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSIJED BY 

March 5.2009 
Month / Date /Year 

April 15,2009 

Month / Date / Year 

John Hov 
(Signature of Officer) 

TITLE Chief Regulatory Officer 

BY AIJTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
IN CASE NO. 2008-00563 DATED 
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2. 

3. 

4. 

5.  

6. 

7. 

8. 

9. 

10. 

11. 

12. 

The applicant agrees to pay a $ 
interest when the applicant ceases to be a water customer and all accounts are paid in hl l .  

meter deposit, which will be refunded with 

One household may be served by one meter. The company reserves the right to terminate 
service at the meter if addition of other houses or mobile homes is suspected. 

Company employees, possessing proper identification have right of egress and ingress for 
meter reading, maintenance and repair activities as they are warranted. 

Water bills are due to be paid between the first and the tenth of each month at the Company 
office. If not paid by the tenth, a ten percent penalty is added to the amount due. If not paid 
in full by the twentieth, service is subject to disconnection. An additional meter deposit rnay 
be required and a service charge must be paid before service rnay be restored. 

The water customer is responsible for water service lines from the meter to the dwelling. 
Installation, repair, and water loss are the responsibility of the Customer. 

Customer service lines and connections must be inspected by Company personnel to insure 
against cross-connections and inadequate materials for drinking water. 

Customer service lines shall be of at least % inch pipe or larger, and shall be at least 160 
pounds pressure with 200 psi preferred. Service line shall be buried at least 24 inches to 
prevent fi-eezing. 

No galvanized fittings may be used on Customer lines. 

A cut-off valve outside the meter box must be installed on the Customer’s service line for the 
Customer’s use. 

A check valve to prevent back flow in case of water outage must be installed in Customer’s 
service line. 

A plumbing inspection permit from the local Health Department must be shown before 
installation of a meter. 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

March 5,2009 
Month / Date /Year 

April 15,2009 

Month / Date / Year 

John Hov 
(Signature of Officer) 
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13. The company agrees to supply potable water with adequate pressure to the Customer meter. 
If water must be off for a plaimed outage Customers will be notified. In case of emergency 
water line repair or unforeseen water outage, the Company will restore service as soon as 
possible. 

Upon fulfilling contract terms and desiring to discontinue water service, the Customer must 
give written riotice in person or via telephone pursuant to 807 KAR 5:006 Section 12(1) of 
discontinuance at the Company office at least three days prior to the date on which 
disconnection is desired. If such notice is not given, the customer will remain liable for 
water used and service rendered to the premises by the Company until said notice is received 
by the Company office. 

14. 

CONTRACT APPROVED BY: 

Applicant/Customer 

Company Representative 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

March 5,2009 
Month / Date / Year 

Aoril 15,2009 

Month / Date / Year 

John Hov 
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TITLE Chief Regulatory Officer 
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CUSTOMER BILL FOI3.M (All Customers) 

See Attached 

MONITORING OF CUSTOMER USAGE 

DATE OF ISSIJE 

DATE EFFECTIVE 

ISSUED BY 

March 5.2009 
Month / Date / Year 

April 15.2009 

Month / Date / Year 

John Hov 
(Signature of Officer) 

TITLE Chief Regulatorv Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 2008-00563 DATED 



Activity Since Last Bill 
Previous Balance 
Payments received as of 1 l/l?i2C!C8 

Balance as of 11 / I  7/20G8 

1 .OOO gallons at S6 74 per 1 000 gatlons 
Next 3 600 gallons at $2 71 per 7,000 gallons 
City School Tax at 3% 
Total Residential Water Service 

Residential Water Service 

Total Amount Due 

The payment for this bill is due upon receipt. . 
Make check payable to: Water Service Corp of Kentucky 

Messages 

1 

2335 Sanders Road 
Northbrook. li 60062 

S15 32 
S-15 32 

S0.0D 

S6 71: 
S9 76 
SO 50 

s17.00 
$17.00 

Water Service Corp of Kentucky 
Prone (606) 246-5732 

Ca'lecrims. (6355 218-5730 
Cus:orw Servics: (6r33.j Z.3-5733 

wv.uiwater.com 
ice , -  

Meter Reading Meter # 43497 
Current '1 50000 11/23/2008 

Previous 145400 I(M512008 
Usage 4;600 Gallons 

NumberofDays: 23 ' 

verage Daily Use 159 Gallons 
verage Daily Cost: S 0 59 

Billing Hislory 

- - . _ _ _ _ ~ -  

Consumption History 
- ̂ _-- .- -. -___ 

lllllll II I1 Ill1 Ilalnl~l Ill Ill1 II tis 

Account N urn b 

I l l l l l  

ctor 

3 

http://wv.uiwater.com
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At least once annually the Company will monitor the usage of each Customer according to the 
following procedure: 

The Customer’s annual usage for the most recent 12-month period will be compared with 
the annual usage for the 12 months immediately preceding that period. 

If the annual usage for the two periods are substantially are same or if any difference is 
known to be attributed to unique circumstances, such as unusual weather conditions, 
common to all Customers, no further review will be done. 

If the annual usages differ by twenty (20) percent or more and cannot be attributed to a 
readily identified common cause, the Company will compare the Customer’s monthly 
usage records for the 12-month period with the monthly usage for the same months of 
the preceding year. 

If the cause for the usage deviation cannot be determined from analysis of the Customer’s 
meter reading and billing records, the Company will contact the Customer by telephone 
or in writing to determine whether there have been changes such as different number of 
household members or work staff, additional or different appliances, changes in business 
volume, or known leaks in the Customer’s service line. 

Where the deviation is not otherwise explained, the Company will test the Customer’s 
meter to determine whether it shows an average error greater than 2 percent fast or slow. 

(6) The Company will notify the Customers of the investigation, its findings, and any refunds 
or back billling in accordance with 807 KAR 5:006, Section lO(4) and (5). 

In addition the annual monitoring, the Company will immediately investigate usage 
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April 15,2009 

Month / Date / Year 
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deviations brought to its attention as a result of its on-going meter reading or billing process or 
customer inquiry. 

SCHEDULE OF SPECIAL SERVICE CHARGES 

The following charges for special services shall be made: 

1. Service Reconnection Charge. A charge of $24340 $27.00 shall be made for all service 
reconnections made during regular working hours, except that there shall be no 
charges made for service on the original installation of facilities. 

connection 

2. Meter Reading Recheck Charge. A charge of $2040 $27.00 shall be made for a trip to recheck 
a meter reading when the Customer requests the meter to be rechecked for a correct reading and 
meter was not misread. 

Non Sufficient Funds Charge: Any check returned for NSF shall incur a charge of $1 5.00 

Tampering Fee: Applies when it is deemed a customer willfidly took action to interfere, alter or 
compromise the accuracy, registration or indication of a service meter or service facility or 
willfully caused damage to such a device of facility to obtain illicit service. $27.00 

3. 

4. 

5. 
tested provided request by the Customer is not more Erequent than once each twelve months. If such 

Meter Test. Upon request and payment of $4-540 $20.00 the Customer may have his meter 

test shows the meter to be more than two percent fast, a refimd of $15.00 charge shall be made 
and bill adjusted accordingly. If the periodic testing requirement of 807 KAR 5:006 has not been 
met for the meter tested, no charge will be made for the test regardless of results of the test. 
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4. PSC Meter Test Complaint. Any Customer of the Company may request a meter test by 
written application to the Kentucky Public Service Commission. 

RATES 

The following rates and charges are prescribed for the customers in the area served by Water Service 
Corporation of Kentucky. All other rates and charges not specifically mentioned herein shall remain the 
same as those in effect under authority of the Cornmission prior to the effective date of this Order. 

Monthly Water Rates 

Middlesboro 

Consumption 

First 1,000 gallons 
Next 9,000 gallons 
Next 15,000 gallons 
Next 25,000 gallons 
Next 50,000 gallons 
All Over 100,000 gallons 

- Minimum Monthly Charge 

5/8” or 3/4” nzeter 
I ’’ meter. 
1 1/2 ’’ nzeter 

$10.16 
4.09 
3.72 
3. .54 
3.17 
2.90 

10.16 
30.60 
58.12 

Minimum hill (I) 
per 1,000 gallons (I) 
per. 1,000 gallons (I) 
per I ,  000 gallons (I) 
per 1,000 gallons (I) 
per 1,000 gallons (I) 

1,000 gallons (0 
6,000 gallons (I) 
13,000 gallons (I) 
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2 ’ ?  meter 
3 ’’ meter 
4 ’’ meter 
6 ’’ meter 

Consumption 

First I ,  000 gallons 

Next 9,000 gallons 

Next 15,000 gallons 

Next 25,000 gallons 

Next 50,000 gallons 

All Over 100,000 gallons 

Minimum Monthly Charge 

5/8 ’’ or 3/4 I ‘  meter 

I ”meter 

89.4 1 21,400 gallons (I) 
24 9.68 68,400 galloris (I) 
429.37 I2 7,500 galloris (I) 
87.5.26 281,500 galloizs (I) 

Clinton 

$13.60 

46.73 

$ 13.60 

7.71 

7.07 

6.44 

5.72 

4.99 

Minimum hill (I) 

per I ,  000 gallons (I) 

per I ,  000 gallons (I) 

per I ,  000 galloizs (I) 

per I ,  000 gallons (I) 

per I ,  000 gallons (I) 

I ,  000 gallons (I) 
.5,300 gallons (I) 
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1 1/2"meter 

2 " meter 

6 '' meter 

91.45 

136.70 

1,387.01 

1 1,200 gallons (I)  

I 7,600 gallons ( I )  

250,500 gallons (I) 

Monthlv Fire Protection Charges 

Private Hydrants or Sprinkler System 

Clinton municipally owned hydrants 

Middlesboro municipally owned hydrants 

$22.62 per hydrant or sprinkler (I) 

5.03 per hydrant (I) 

5.03 per hydrant (I) 
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DATE OF ISSUE March 5.2009 

DATE EFFECTIVE April 15.2009 

Month I Date I Year 

Month I Date I Year 

ISSUED BY John Hoy 
(Signature of Officer) 

TITLE Chief Regulatory Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 2008-00563 DATED 



FOR Middlesboro and Clinton and Adiacent Territory 
Community, Town or City 

P.S.C. KY. NO. 2. 

SHEET NO. 49 

Water Service Comoration of Kentucky 
(Name of Utility) 

CANCELLJNG P.S.C. KY. NO. 2 (in its entirety) 

Complaints may be made to the Area Manager whose decision may be appealed to the Water Service 
Corporation of Kentucky Regional Manager. Such appeal shall be in writing within ten (10) days of the 
date of the decision by the Manager stating the nature of the complaint and supporting evidence. These 
decisions may be brought before the Public Service Commission in accordance with 807 KAR 5:006, 
Section 9. 

WATER SHORTAGE RESPONSE PLAN 

Water Service Corporation of Kentucky 

Middlesboro, Kentucky. Clinton, Kentucky 

This Water Shortage Response Plan is adopted pursuant to the recommendations of the Kentucky Public 
Service Commission and the Commission’s Model Water Shortage Response Plan, as herein modified, 
which was transmitted to all jurisdictional water utilities by letter from the Commission dated July 12, 
1988. 

Section 1. Pumose. The purpose of this Plan is to provide for the declaration of official 
phases of water supply shortages and the implementation of voluntary and mandatory water 
conservation measures throughout the area served by Water Service corporation of Kentucky 
in the event of a shortage is declared. 

Section 2. 
noted. 

Definitions. These terms are applicable only for this Plan unless specifically 

(a) “Customer” shall mean any person or entity using water for any purpose from 
the Water Service Corporation of Kentucky water distribution system and for 
which either a regular charge is made or, in the case of bulk sales, a cash charge 
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is made at the site of delivery. 

(b) “Raw Water Supplies” shall mean all water potentially available to persons in the 
Water Service Corporation of Kentucky. 

(c) “Treated Water” shall mean water that has been introduced by the Water Service 
Corporation of Kentucky into its water distribution system, including water 
offered for sale. IJses of treated water are classified as follows: 

Essential Water Uses (Class 1 2: 

The following uses of water, listed by site or user type, are essential. 

Domestic: 

- water necessary to sustain human life and the lives of domestic pets, and to main- 
tain minimum standard of hygiene and sanitation. 

Health Care Facilities: 

- patient care and rehabilitation, including related filling and operation of 
swimming pools. 

Water Hauling: 

- sales for domestic use where not reasonably available elsewhere. 

Public Use: 
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- firefighting, 

- health and public protection purposes, if specifically approved by health officials. 

Socially or Economically Important Uses (Class 2): 

The following uses of water, listed by site or user type, are socially or economically 
important. 

Domestic: 

- personal, in-house water use including kitchen, bathroom and laundry. 

Water Hauling: 

- non-domestic, when other sources are not reasonably available elsewhere. 

Commercial and Civic Use: 

- commercial car and truck washes. 

- Laundromats . 

- restaurants, clubs, and eating places. 

schools, churches, motelskotels, and similar commercial establishments. - 

Outdoor Nan-Commercial Watering: 
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- minimal watering of vegetable gardens. 

- minimal watering of trees where necessary to preserve them. 

Outdoor Commercial or Public Watering (using conservation methods and when other 
sources of water are not available or feasible to use): 

- agricultural irrigation for the production of food and fiber or the maintenance 
of livestock. 

- watering by arboretums and public gardens of national, state, regional, or 
community significance where necessary to preserve specimens. 

- watering by commercial nurseries at a minimum level necessary to maintain stock 

- watering at a minimum rate necessary to establish or maintain revegetation or 
landscape plantings required pursuant to law or regulation. 

- watering of woody plants where necessary to preserve them. 

- minimal watering of golf course greens. 

Recreational : 

- operation of municipal swimming pools and residential pools that serve more 
than 25 dwelling units. 

Air Conditioning: 

- refilling for startup at the beginning of the cooling season. 
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- makeup of water during the cooling season. 

- refilling specifically approved by health officials where the system has been 
drained for health protection or repair services. 

Non-Essential Use (Class 3): 

Any waste of water, as defined herein, is non-essential. The following uses of water, 
listed by site or user type, are non-essential. 

Public Use: 

- use of fire hydrants (excluding Class 1 and Class 2 uses), including use of 
sprinkler caps, testing fire apparatus, and fire department drills. 

- flushing of sewers and hydrants except as needed to ensure public health and 
safety as approved by health officials. 

Commercial and Civic Use: 

- serving water in restaurants, clubs, or eating places, except by customer request. 

- failure to repair a controllable leak. 

- increasing water levels in scenic and recreational ponds and lakes, except for the 
minimum amount required to support fish and wildlife. 

Ornamental Purposes: 
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- fountains, reflecting pools, and artificial waterfalls. 

Outdoor Non-Commercial Watering: 

- use of water for dirt control or compaction. 

- watering of annual or non-woody plants, lawns, parks, golf course fairways, 
playing fields, and other recreational areas. 

- washing sidewalks, walkways, driveways, parking lots, tennis courts, or other 
hard-surface areas. 

- washing down buildings or structures for purposes other than immediate fire 
protection. 

- flushing gutters or permitting water to run or accumulate in any gutter or street. 

Outdoor Commercial or Public Watering: 

- expanding nursery facilities, placing new irrigated agricultural land in production 
or planting of landscaping except when required by site design review process. 

- use of water for dirt control or compaction. 

- watering of lawns, parks, golf course fairways, playing fields, and other 
recreational areas. 

- washing sidewalks, walkways, driveways, parking lots, tennis courts or other 
hard-surface areas. 
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- washing down buildings or structures for purposes other than immediate fire 

flushing gutters or permitting water to run or accumulate in any gutter or street. 

protection. 

- 

Recreational uses other than those specified in Class 2.  

Non-commercial washing of motor and other vehicles. 

Air Conditioning (see also Class 2 purposes): 

- refilling cooling towers after draining. 

“Base Entitlement” shall mean the monthly usage far a customer during the same month 
of the preceding calendar year or the average per customer usage for each class of service 
during the same month of the preceding year. 

“Curtailed Entitlement” shall mean the monthly usage for a customer after any 
curtailment percentage has been applied. 

“Curtailment” shall mean the reduction in entitlement by some percentage to meet 
anticipated water shortages. 

Water Shortage Response Phases: 

“Advisory” shall mean that conditions exist which indicate the potential for serious raw 
or treated water supply shortages. 
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“Alert” shall mean the raw or treated water supplies are consistently below seasonal 
averages, and if they continue to decline, may not be adequate to meet normal needs. 

“Emergency” shall mean that raw or treated water supplies are below the level necessary 
to meet normal needs and that serious shortages exist in the area. 

(h) “Rationing” shall mean that procedures must be established to provide for the equitable 
distribution of critically-limited raw or treated water supplies, in order to balance demand 
and limited available supplies, and to assure that sufficient water is available to 
preserve public health and safety. 

Section 3. Applicability. The provisions of this Plan shall apply to all retail and wholesale 
Customers of the Water Service Corporation of Kentucky. When implemented, this Plan 
becomes Water Service Corporation of Kentucky’s Water Shortage Response Regulation. 

Section 4. Entitlements. Entitlements shall be established for each customer by adjusting the 
base entitlement to reflect any known change in usage pattern. 

Section 5. Determination of Water Shortage. Water supply and usage shall be monitored on a 
continuous basis. Unrestricted demand shall be projected from past records and adjusted for 
charges such as new developments and weather conditions on a regular basis. (Note: A sample 
calculation page is attached as Appendix A to assist in determining overall water levels. It is 
important that accurate water measurements be used.) Water shortages generally occur for two 
reasons: a reduction in available supplies or a system failure. Each of these has a distinct 
influence on the nature and duration of the conservation program implemented. Official 
declaration of a water shortage stage and implementation of the measures necessary to curtail 
water use shall be approved by the President of Water Service Corporation of Kentucky. 
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Section 6.  Term of Water Shortage Declaration. Any water shortage declaration shall remain in 
effect until water supplies and service conditions have returned to normal. A final determination 
as to terminating a water shortage declaration shall be made by the President of Water Service 
Corporation of Kentucky. 

Section 7. Water Shortage, Criteria, Conservation, and Curtailment Measures. 

A. Advisory Stage: 

(1) Criteria: A water advisory shall be declared when the amount of treated water or 
raw water available for treatment is projected to be no more than 15 percent 
above demand, or there are periods of low water pressure in one or more areas of 
the distribution system due to system failure or inadequacies or the State Division 
of Water issues a Water Shortage Watch which includes the areas from which the 
Water Service Corporation of Kentucky draws water. 

Conservation and Curtailment Measures: 

(a) Declare a Water Shortage Advisory. 

(b) Provide proper notice to all customers and to all local news media. 

(c) Eliminate all water leaks. 

(d) Request voluntary conservation of all non-essential (Class 3) water use. 
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(e) 
by0 their customers of all non-essential (Class 3) water use. 

Request wholesale customers also issue request for voluntary conservation 

B. Alert Stage: 

(1) Criteria: A water alert shall be declared when the amount of treated water 
available is projected to be no more than 10 percent above demand, and raw 
water supplies are consistently below seasonal averages and if they continue to 
decline, may not be adequate to meet normal needs. 

(2) Conservation and Curtailment Measures: 

Declare a Water Shortage Alert. 

Provide proper notice to all customers and to all local news media. 

Eliminate all water leaks. 

Prohibit all non-essential (Class 3 ) water uses. 

Curtail elements to all customers by the same percentage as the projected 
shortage. 

Begin billing all customer water usage in excess of curtailed entitlement 
at the normal rate plus an excess usage charge of $7.50 per 1,000 gallons. 

DATE OF ISSUE 

DATE EFFECTIVE 

ISSUED BY 

March 5,2009 
Month / Date / Year 

-1 5.2009 

Month / Date / Year 

John Hov 
(Signature of Officer) 

TITLE Chief Revulatory Officer 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 2008-00563 DATED 



FOR 5 
Community, Town or City 

Water Service Comoration of Kentucky 
(Name of Utility) 

P.S.C. KY. NO. 3. 

SHEET NO. 59 

CANCELLING P.S.C. KY. NO. 2 (in its entirety) 

-- 
CONTENTS 

C. Emergency Stage: 

1. -- Criteria: A Water Emergency shall be declared when the amount of treated water 
available is projected to be no more than 5 percent above demand, and there are 
periods of no water in one or more areas of the distribution system due to low 
water supply or raw water supplies below the level necessary to meet normal 
needs. 

2. Conservation and Curtailment Measurements: 

(a) Declare a Water Shortage Emergency. 

(b) Provide proper notice to all customers and to all local news media. 

(c) Eliminate all water leaks. 

(d) Prohibit all Class 3 uses of water. 

(e) Prohibit all Class 2 uses of water except Domestic uses for kitchens, 
bathrooms, and laundries. 

(f) Curtail all commercial and industrial entitlements (except Health Care 
Facilities) by 100%. 

(8) Curtail Residential entitlements by the same percentage as the 
projected shortage. 
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(h) Curtail entitlements to all wholesale customers by the same percentage 
as the projected shortage. 

(i) Begin billing all customer water usage in excess of curtailed entitlement at 
the normal rate plus an excess usage charge of $8.50 per 1,000 gallons. 

Rationing Stage: 

Criteria: Treated water available is below demand and raw water supplies are no 
more than 3 percent above the level necessary to meet essential needs, and in the 
opinion of the President andor Manager of Water Service Corporation of 
Kentucky, mandatory rationing is required to insure adequate water is available 
to maintain public health and safety. 

Conservation and Curtailment Measures: 

Declare Water Shortage Rationing. 

Provide proper notice to all customers and to all local news media. 

Eliminate all water leaks. 

Prohibit all Class 3 and Class 2 uses of water. 

Curtail all commercial and industrial entitlement (except Health Care 
Facilities) by 100%. 
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( f )  

(8) 

Curtail all residential and wholesale entitlements by the same percentage 
as the projected shortage. 

Implement service interruptions to portions of system in accordance with 
approved published schedule. The schedule shall be provided to all local 
media. 

(h) Begin billing customer water usage in excess of curtailment entitlement at the 
rate plus an excess usage charge of $9.50 per 1,000 gallons. 

normal 

Section 8. Enforcement of Water Restriction. Any person who violates the provisions of this 
Plan, who fails to carry out the duties and responsibilities imposed by this Plan, or who impedes 
or interferes with any action undertaken or ordered pursuant to this Plan shall be subject to the 
following: 

(a) If the utility official charged with implementation and enforcement of this Plan 
learns of any violation of any water use restriction imposed, a written notice of 
the violation shall be affixed to the property where the violation occurred and 
mailed to the customer of record. Said notice shall describe the violation and 
order that it be corrected, cured, or abated immediately or within 48 hours. 

(b) The notice will inform the customer of his or her right to appeal by requesting a 
hearing before the utility’s designee. If a hearing is requested by the customer, he 
or she shall be given full opportunity to be heard before termination. The 
governing body shall make findings of fact and decide whether service should 
continue or terminate. 

(c) Any customer whose water service is terminated for violating provisions of this 
water curtailment plan shall be subject to the approved reconnection fee prior to 
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reconnection of service. 

(d) Any residential or non-residential water customer who exceeds the allotments 
established pursuant to this water shortage respanse plan will be subject to excess- 
use charges. 

(1) “Excess-use charges” will be collected based on the amount by which a 
customer’s use exceeds the water allotments established pursuant to this 
Water Shartage Response Plan. 

(2) Any monies callected through excess-use charges shall not be accounted 
for as income, but shall be placed in a reserve account that is dedicated to 
addressing water shartage problems and water conservation initiatives. 

(3) However, the excess usage charge billing provisions of this Plan shall not 
be put in effect if a county of city ordinance containing penalty provisions 
is in effect to assist enforcement of this Plan. 

Section 9. Request for Exception. 

(a) Exception to water use restrictions: If compliance with any curtailment measure auth- 
orized herein would cause a customer to bear extraordinary hardship, that individual or 
entity may apply to the Water Service Corporation of Kentucky for an exception. For 
these purposes, “extraordinary hardship” shall be defined as a condition which may 
threaten health and safety, or cause property or economic losses, each of which must be 
shown to be substantially more severe than the sacrifices borne by other users. If extra- 
ordinary hardship is found to exist, then an exceptian shall be granted and a written 
waiver issued to the customer. If an appeal is made, water service shall be continued 
until a decision is announced. Any person aggrieved by the decision may file a complaint 
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with the Public Service Commission. 

(b) Exception to curtailment surcharge: Exceptions to excess use charges shall not be 
considered or granted. 

Section 10. Severability. If any provision of this Plan is declared invalid by the courts, the 
remainder of the Plan and its applicability to other persons and circumstances shall not be affected by 
that declaration. 

Section 11. 
Service Commission. 

Effective Date. This Plan shall take effect immediately upon approval by the Public 
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Water Service APPENDIX A 

Corporation of Kentucky 
Middlesboro, Kentucky and Clinton, Kentucky 

PROJECTED DEMAND WORKSHEET FOR 

The information below would be used to estimate projected demand for one (1) month. 

(Month) (Year) 

Calculations will done at the beginning of each month. 

Average use in for the past 5 years: 

(Last Month) 

Average use in _. for 2 years ago: 

(Last Month) 

Average use in for 1 year ago: 

(Last Month) 

Average use in for current year: 

(Last Month) 

Average use in for the past 5 years: 

(This Month) 

Average use in for 2 years ago: 

(This Month) 

Average use in for 1 year ago: 
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(This Month) 

Usage Notes: 

Weather Notes: 

- 
Average projected use for 

Without conservation measures: .--@d 

(reduction) a d  

With advisory conservation measures 

With alert conservation measures 

(More than reduction) 

With emergency conservation measures 

(More than reduction) 

With rationing conservation measures 

(More than reduction) 
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WATER SERVICE CORPORATION OF KENTUCKY 
CLINTON AREA 

NOTICE TO CUSTOMEXG 
WATER RATE ADJUSTMENT 

Pursuant to the regulations of the Public Service Commission (commission), Water Service Corporation of Kentucky 
(WSCK) gives notice to its customers in Clinton that it intends to adopt an increaseldecrease in its water rates. The rates listed below 
are to be effective April 15,2009, or sooner if approved by the Commission. The average customer bill for all meter sizes is shown 
below. Further information may be obtained from the Commission or WSCK. The rates proposed in this Notice may be modified by 
the Commission. Such action by the Commission may result in the rates being higher or lower than those proposed by the WSCK. 

Any corporation, association, body politic or person may by timely motion, within 30 days of this Notice, request intervention 
in this case. Intervention beyond the 30 day period may be granted for good cause shown. The Motion must be submitted to the Public 
Service Commission, 211 Sower Blvd., Box 615, F d o r t ,  Ky. 40602 and should state the grounds for the request, including the 
interest and status of the party. Intervenors may obtain copies of the Application and any testimony filed by contacting WSCK at the 
address below. A copy of the Application is available for public review at the office of WSCK and at the Public Service Commission, 
21 1 Sower Blvd, F d o r t ,  Ky. 40601, (502) 564-3940. 

John Hoy 
Water Service Corporation of Kentucky 
2335 Sanders Road 
Northbrook, Illinois 60062 
(847) 498-6440 

Local Oflice: 
100 East Jackson Street 
’.O. Box 178 
:linton, Kentucky 4203 1 
(270) 653-3621 

Current Rates (per 1 .OOO gallons): 

5/8” meters First 1,000 (minimum) 
3/4” meters Next 9,000 

Next 15,000 
Next 25,000 
Next 50,000 
Over 100,000 

1” meters First 5,300 (minimum) 
Next 3,700 
Next 15,000 
Next 25,000 
Next 50,000 
Over 100,000 

1 %,, meters First 11,200 (minimum) 
Next 13,800 
Next 25,000 

$9.02 
$5.1 1 
$4.69 
$4.27 
$3.79 
$3.3 1 

$30.99 
$5.1 1 
$4.69 
$4.27 
$3.79 
$3.31 

$60.64 
$4.69 
$4.27 

Next 50,000 $3.79 

Proposed Rates (gal): 

$13.60 
$7.71 
$7.07 
$6.44 
$5.72 
$4.99 

$46.73 
$7.71 
$7.07 
$6.44 
$5.72 
$4.99 

$9 1.45 
$7.07 
$6.44 
$5.72 

Avg Bill Dollar 
Inc/(Dec): Inc/(Dec): 

Avg Bill % 

$1 1.59 50.80% 

$36.56 

$130.15 

50.80% 

50.80% 



Over 100,000 $3.3 I $4.99 

L" meters 

6" meters 

First 17,600 (minimum) $90.65 
Next 7,400 $4.69 
Next 25,000 $4.27 
Next 50,000 $3.79 
Over 100,000 $3.3 1 

First 250,500 (minimum) $919.77 
Over 250,500 $3.3 1 

Current Rates (flat): 

Hydrant (private) $15.00 

5/8" sprinkler (private) $15.00 

Hydrant (municipal) $3.33hydrant 

$136.70 
$7.07 
$6.44 
$5.72 
$4.99 

$1,387.01 
$4.99 

Tap/Connection Fees 
Less than or Equal to 1 inch connection 
Greater than a 1 inch connection 

Tampering Fee 

Non Sufficient Funds Charge 

Adding a Meter Fee 
Less than or Equal to 1 inch connection 
Greater than a 1 inch connection 

Service Reconnection Charge 

New Customer Account Setup Fee 

Service Charges 

Meter Testing Fee 
Only for 5/8" or 3/41) residential meter 
Larger meter testing 

Proposed Rates (flat): 

$22.62 

$22.62 

$5.03hydrant 

Current Rates 

$20.00 

$20.00 

$15.00 

$157.29 

$467.24 

Avg Bill Dollar 
Inc/(Dec): 

$7.62 

$7.62 

$1.69 

$27.00 

$27.00 

$27.00 

$20.00 
Actual Cost 

50.80% 

Avg Bill % 
Inc/(Dec): 

50.80% 

50.80% 

50.80% 

Proposed Rates 

$1,434.00 
Actual Cost 

$27.00 

$15.00 

$50.00 
Actual Cost of Meter 

50.80% 



WATER SERVICE CORPORATION OF KENTUCKY 
MIDDLESBORO AREA 

NOTICE TO CUSTOMERS 
WATER RATE ADJUSTMENT 

Pursuant to the regulations ofthe Public Service Commission (Commission), Water Service Corporation of Kentucky (WSCK) gives notice to its customers in Middlesboro that it 

intends to adopt an increase in its water rates. The rates listed below to be effective April 15,2009, or sooner if approved by the Commission. The average customer bill for 
all meter sizes is shown below. Further information may be obtained h m  the Commission or WSCK. The rates proposed in this Notice may be modified by the Commission. 
Such action by the Commission may result in the rates being higher or lower than those proposed by the WSCK. 

Any corporation, association, body politic or person may by timely morion, within 30 days of this Notice, request intervention in this case. Intervention beyond the 30 day period 
may be granted for good cause shown. The Motion must be submitted to the Public Service Commission, 21 I Sower Blvd., Box 615, Flankfort, Ky. 40602 and should state the 
grounds for the request, including the interest and status of the party. Intervenors may obtain copies of the Application and any testimony filed by contacting WSCK at the address 
below. A copy of the Application is available for public review at the office of WSCK and at the Public Service Commission, 21 1 Sower Blvd., Frankfort, Ky. 40601, (502) 564- 
3940. 

John Hoy 
Water Service Corporation of Kentucky 
2335 Sanders Road 
Northbrook, Illinois 60062 
(847) 498-6440 

Local office: 
122 I East Cumberland Avenue 
P.O. Box 81 8 
Middlesboro, Kentucky 40965 

06) 248-5730 

5/8” meters 

I ”  meters 

1 1/2”meters 

Current Rates (Der 1.000 gallons): 

First 1.000 (minimum) $6.74 
Next 9,000 $2.71 
Next 15,000 $2.47 
Next 25,000 $2.35 
Next 50,000 $2.10 
Over 100,000 $1.92 

First 6,000 (minimum) $20.29 
Next 4,000 $2.71 
Next I5,OOO $2.47 
Next 25,000 $2.35 
Next 50,000 $2.10 
Over 100,000 $1.92 

First 13,000 (minimum) $38.54 
Next 12,000 $2.47 
Next 25,000 $2.35 
Next 50,000 $2.10 
Over 100,000 $1.92 

Prowsed Rates (Pallonage): 

$10.16 
$4.09 
$3.72 
$3.54 
$3.17 
$2.90 

$30.60 
$4.09 
$3.72 
$3.54 
$3.17 
$2.90 

$58.12 
$3.72 
$3.54 
$3.17 
$2.90 

Average Bill Average Bill 
Dollar Increase: Percentage Increase: 

$8.02 50.80% 

$35.19 

$59.78 

50.80% 

50.80% 



-'' meters First 2 1.400 (minimum) 
Next 3,600 
Next 25,000 
Next 50,000 
Over 100,000 

3" meters First 68,400 (minimum) 
Next 3 1,600 
Over 100,000 

4" meters First 127,500 (minimum) 
Over 127,500 

6" meters First 28 1,500 (minimum) 
Over 28 1,500 

$59.29 
$2.47 
$2.35 
$2.10 
$1.92 

$165.57 
$2.10 
$1.92 

$284.73 
$1.92 

$580.41 
$1.92 

Industrial city special 

Commercial city sprinkler 

'ustrial city sprinkler 

Commercial city special 

Commercial county special 

Commercial county special 

Government city special 

Government city special 

Commercial city special 

Commercial city special 

Industrial city sprinkler 

Industrial city special 

Government city hydrant 

- Current Rates (flat): 

$1 18.58 

$15.00 

$15.00 

$30.00 

$45.00 

$3 15.00 

$30.00 

$105.00 

$45.00 

$60.00 

$60.00 

$75.00 

$3.33/hydrant 

$89.41 
$3.72 
$3.54 
$3. I7 
$2.90 

$249.68 
$3.17 
$2.90 

$429.37 
$2.90 

$875.26 
$2.90 

Prouosed Rates (flat): 

$1 78.82 

$22.62 

$22.62 

$45.24 

$67.86 

$475.02 

$45.24 

$158.34 

$67.86 

$90.48 

$90.48 

$1 13.10 

$5.02/hydrant 

Average Bill 
Dollar Increase: 

$60.24 

$7.62 

$7.62 

$15.24 

$22.86 

$160.02 

$15.24 

$53.34 

$22.86 

$30.48 

$30.48 

$38.10 

$1.69 

$83.77 50.80% 

$204.38 50.80% 

$3 144.64 50.80% 

50.80% $845.30 

Average Bill 
Percentape Increase: 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 

50.80% 



ip/Connection Fees 
L.ess than or Equal to I inch connection 
Greater than a 1 inch connection 

Tampering Fee 

Non Sufficient Funds Charge 

Adding a Meter Fee 
Less than or Equal to 1 inch connection 
Greater than a 1 inch connection 

Service Reconnection Charge 

New Customer Account Setup Fee 

Service Charges 

Meter Testing Fee 
Only for 5/8” or %” residential meter 
Larger meter testing 

Current Rates 

$20.00 

$20.00 

$15.00 

Prooosed Rates 

$1,434.00 

Actual Cost 

$27.00 

$15.00 

$50.00 
Actual Cost of Meter 

$27.00 

$27.00 

$27.00 

$20.00 
Actual Cost 





Customcrs 
Water 
Avail 

Sewer 
Avail 
Sub Total 
Total 

Sub Total 

Utility 

TYE 

KENTUCKY 



pmmi 

pmmt 

Ova lM).OW 
16017 - 3" commcdal dty wl schwl (PI M d  KY Uate Idrr l a x  - mluniem~m 
i60n - 3" lndunrld dly wl =hod l a x  and KY EaIr ula lax - Mlddlabom 
I M 9 0  - 3" mmmrdsl Plnrvlllr d school tu - Mlddlnbom 
16095 - 3" gwrmmnr cMy w/ school tu - Mlddlnbam 

I 

S 16557 .. , * A  
_.- 

Fin1 68.400 lminimumchargcL 

16015 - 1 In" c n m m d n l  dly d schwl1.r and KY .tPlr Idn 111 ~ Mlddkrhom 
16M5 - 1 111" commcd.l county wI school tax and KY Rate mlm tpl  - Mlddlnbom 
16075 - 1 ln" b d u n r h l  dry wl school l a x  M d  KY ~ P I C  I d e s  l a x .  Mlddlnbom 
16093 - 1 1R" g o y ~ m ~ n l  dty wl ~ h w l l ~ x  - Mtddlnbom 

__.- 

s 3854 
I 247 
S 235 
5 210  
5 I92 

~ _ _ _ _ _  
Fin1 I3.000lnIinimumchargcl 
Next 12.000 
Next 25.W 
Ncxl5O.W 
Ova IO0.W 

- 
- ~ 

l M 1 6  - 2" mmmcFdddry wl school la1 nod KY Uslc I d e s  11. ~ Middlnbom 
16076 - 2" IndunrW dly wl school U x  m d  KY Epte uln lu ~ Mlddlnbom 
16083 - 2" mmmcdnl dry wl school l a x  - Mlddlnbom 
160% - 2" ~vcmmenl  cny wl school tu - M l d l u h o m  

- 
5 5929 Finl21.400t~mumchngcI 

Ncx~~.MH) S 247 

__I- 

NCXI 25.000 5 - 2 3 5  
Next 50.000 s 210 

Rami 

- - -.., .-"."- 
lMl8 - 4 "  m m m d a l  dry wl school l a x  mnd KY Pile d e s  lax  * Mlddlnbom 
16078 - 4" lndurtrlrl dly wI school (PI and KY 11.1~ uln 1.1 - Mlddlnbom 
i6W6 ~ 4" ~ ~ v r m m n l  ctly r l  scbwl tu - Mlddlnbom 

Fin1 127.500gallws Iminimtmchmgc) ~ s 28473 
OvC7 127.500 g l b W  s -'92 

16019 - 6'' mmmerrLPl d ty  wl school (Px and KY  PIC I d c r  l a x .  Mlddlnbam 
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Ruml 
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R L S ~ I  

m m t  
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Rsmi 
R S ~ I  

162W ~ 518" wmmcrdd wl school lax a s d  KY Rplc MI" lax ~ Cllolam 
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16234 ~ 314" WmmrrtW Out ofdl) W l  school IPI  and KY *IC M I S  lax - Cllnloo 
'16235 - 5/11'' ra ldrn t la l  *VI scbwl U x  ~ Cllllloo 
16236- 314" publlcaulhrolry wl d d r y  Wlscbool In1 ~ CUnloo 
16242 ~ 314" mmmcrdd wl school (PI ~ CUnlon 
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- 

"- 
S 901 
s 5 I I  

F ~ l 1 . W I m i n i m u m c h q c I  
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Nexl 15.000 S 465 
NrxI2S.000 __ 
Ncxl SO W 
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5 -2 
5 3 7 5  
S A  

"- 

- - ~  
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16279 - 1" MUM WIT ~ Cllmon 
16292-I"WtrComOuiCl$  -CIbton  

Fin1 5.300 l ~ i m c k g e r  S 30% 
Ncx13.700 5 5 I1 
Nexl I5 .W - S 465 
Ncx125.W . 
NCXI SO.000 
Ova I O O W  S 331 

s 4 2 i  
S E  

.__- 

1623.9 ~ I 112" pobllc authortry nl vbml IPI - CUmon 
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162% - I 112" commcrdal wl schwl UI and KY Rate MILS lax - Cllnlon 

Fh111.200lminirmrmI 5 6 0 M  

5 4r 
NCXI 13.8W 
Ncx125.W 
Ncxt50.000 s 37' 
Ovn 100.000 S 331 

s ,46' 

16U8 ~ 2" pvbllc suthorlly wI school U. - CUoton 
16257 - 2" mulll r d d r a t l d  wl school lax M d  KY  PIC snla lax - Clinton 
16262 ~ 2 "  Indunrid wI xboal IM and KY natr #ala IPI - Cllnlon 
16264 - 2" wmmcrdnl wl school tar aDd KY E a r  "Its IPI ~ Cllmon 
16278 ~ 2" Mol l l  W t r  - Cllnton 
16291 ~ 2" Pub Aulb WIT - CUntoo 

- 
Fin1 1 7 . € Q O l ~ ~ m u m l  s 9oF 

5 2  
S 4 2  

NCXI 7,400 
Nc~i25.MX) 

S 37'  
s 3 3  

Ncxl SO.000 
Ova I00 ow 

Fbl25O.SW l m i n i m l  S 9197 
s 3 3  
5 15LN 

Ova 250.s00 
16285 ~ Hydrant - prlv.Ic ~ CIIDIOD 
16286-518".prtaWrr-prlvatc-CUnton S I S M  
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WATER SERVICE CORPORATION OF KENTUCKY 
Income Statement 
June 30.2008 

Schedule B 
Page 1 of 2 

,ng Revenues - 
Service Revenues - Water 
Service Revenues . Sewer 
Miscellaneous Revenues 
Uncollectible Accounts 

Total Operating Revenues 

Maintenance Expenses 
Salaries and Wages 
Purchased Power 
Purchased Water 
Maintenance and Repair 
Maintenance Testing 
Meter Reading 
Chemicals 
TransportatioflravellMeals 
Operating Exp. Charged to Plant 
Outside Services - Other 

Total 

General Expenses 
Salaries and Wages 
Office Supplies Kc Other Office Exp. 
Regulatory Commission Exp. 
Pension & Other Benefits 
Rent 
Insurance 
Office Utilities 
Miscellaneous 

Total 

r ition 
7 ther Than Income 
Income Taxes - Federal 
Income Taxes - State 
Defer. Inc Taxes - Fed 
Defer. Inc Taxes - State 
Expense Reduction Related to Clinton SewaOperations 
Amortization of PAA 
Amortiation of ClAC and MAC 

Total 

Total Operating Expenses 

Net Operating Income 

Interest During Construction 
Interest on Debt 

Net Income 

Per Pro Forma Pro Forma Proposed Pro Forma 
Books Adjustments Present Increase Proposed 

2,447.180 
404 404 404 

54.195 54.195 54.195 
( 18.1 56) ( I 8, I 56) (9.084) [b] (27.240) 

S 1.630.349 $ 730 [I] $ 1.631.079 S 816.101 [a] S 

I .666,792 

484,230 
71.875 
86.1 12 

145,484 
5 1.405 
4.200 

I 17,069 
60.278 

( I  32.437) 
68,266 

956,482 

2 18.683 
127.721 

4,358 
1 11,337 
17.870 
56.158 
60,888 
19,659 

616,674 

261.323 

730 I .667.522 807.01 7 

(79,140) [c] 
2.526 ti] 
3.026 ti] 
4.530 b][n] 
1.806 ti] 

148 ti] 
4.114 ti] 
1.252 fj][n] 

12,91 I [k] 
145 tilbl 

404.991 
74.400 
89.138 

150.014 
53,212 
4.348 

121,183 
61.530 

( I  19.526) 
68.4 I 1 

(48,784) 907.698 

(23.805) [c] 194,878 
2.993 Lil[n] 130.714 

26.471 [c] 137.808 
609 [Illnl 18,479 

8,989 [n] 65,147 

39.379 [d] 43,737 

56.079 672,754 

(2.391) re1 258.932 
88.021 (10,271) ifj 77,751 11.210 [fJ 

(89.776) (60.580) Lgl ( 150.356) 256.638 [g] 
386 (18,812) [SI ( 18,426) 40.989 [g] 

(52,570) 
( 1 1.638) 

( I  30,952) 

(2,309) 

62,486 

1,635,642 

S 31.150 

(15,229) 
271,564 

$ (225,185) 
P 

(52.570) 
(1 1.638) 

59.719 [m] (71.233) 

(872) [el (3.1 81) 
- [el 

(33.207) 29,279 308.837 

(25.91 I )  1.609,73 1 308,837 

$ 26.641 S 57.791 S 498,180 

15.229 [h] 
(57,347) [I] 2 14.2 I7 

S 68,759 S (156.426) $ 498.180 
P 

2,474.539 

404,991 
74.400 
89.138 

150,014 
53,212 
4.348 

121,183 
61.530 

( 1 19,526) 
68,41 1 

907,698 

194.878 
130,714 
43,737 

137.808 
18,479 
65,147 
62,287 
19,703 

672,754 

258,932 
88,960 

106.283 
22,563 

(52,570) 
(I  1.638) 
(7 1,233) 

(3.18 1) 

338.1 16 

1,918.568 

S 555,971 

214.217 

S 341.754 



WATER SERVICE CORPORATION OF KENTUCKY 
Explanation of Adjustments to Income Statement 

Schedule B 
Page 2 of 2 

[a] Revenues are annualized at proposed rates using the actual test year customer;. 

I' 'ncollectible accounts are adjusted based on the percentage of  uncollectible accounts to revenues in 
.e test year applied to pro forma proposed revenues 

[c] Salaries. wages and benefits are adjusted accordingly to reflect upcoming increases in salaries 

[d] Regulatory commission expense has been adjusted to reflect the cost of the current rate case over 3 years 

[e] Depreciation and amortization expense are annualized. Depreciation expense represents gross depreciable plant at 6/30/08 
plus actual and estimated general ledger additions, actual and estimated net capital projects additions, 

and actual and estimated capitalized time additions, multiplied by the depreciation rate of 2 00% for water plant, and 25% for vehicles and 12.50% for computers, 

Taxes other than income are adjusted for annualized payroll taxes, utility commission taxes. 
real estate taxes. and gross receipts taxes. 

[g] Income taxes are computed on taxable income at current rates (34% federal and the stepped state rate) 

[h] AFUDC is eliminated for rate making purposes. 

[i] Interest on debt has been computed using a 46.97% / 53"03% debt I equity ratio and a 
6.58% cost of debt. The 53.03% and 6.58% are multiplied by pro forma present rate base to determine interest on debt. 

u] A 3.514% adjustment has been made to account for the increase in the consumer price index since acquisition 

[k] Operating expense charged to plant has been adjusted for projected increases in salaries, taxes, and benefits for operators. 

[I] Revenues are adjusted to bring present revenues to the amount calculated from consumption information 

[m] Expenses for Clinton sewer operations have been reduced to actual expense reductions. 

[n] Reallocations of WSC and regional expenses based on the change in ERC factor. 

[fJ 
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WATER SERVICE CORPORATION OF KENTUCKY 
Rate Base and Rate of Return 
June 30,2008 

Schedule C 
Page 1 of I 

Nct *rating lncomc 

Gross Plant In Service 
Accumulatcd Depreciation 
Net Plant In Scrvice 
Cash Working Capital 
Contributions In Aid of Constmction 
Advances in Aid of Construction 
Accumulated Deferrcd Incomc Taxcs 
Customcr Dcposits 
Reduction for Transportation Equipmcnt 
WSC/rcgional - ratc basc adjustment 
CCB - new billing system 

Total Ratc B a x  

Effect of 
PrUWSCd As Proposed Per Pro Forma 

Restafcmcnt Adjustments Adjusted Incrcase lncreasc 

5 31.150 26.641 $ 57.791 498.180 $ 555,971 

. -  

(3.332.923) ibj (2,071) [e] (3.334.993) 
6.241.411 101.457 6.348.934 

201,641 (372) [c] 207.275 
(45.962) [b] 871 [b] (45,089) 
(84.684) [b] (84,684) 

(3133 16) (3 13.3 16) 
(109,546) (109,546) 

(6.036) [gl (6.036) 
(36.911) [hl (36.91 I )  
178,715 [d] 178,715 

S 9.580.400 la1 103,527 ffl 9,683,927 - $  9.683.927 
(3.334.993) 
6,348.934 

201.375 
(45.089) 
(84.684) 

(313,316) 
(109.546) 

(6,036) 
(36.91 I )  
178,715 

S 5,901.617 S 237,725 S 6,139,342 5 - S  6.139,342 - 
0.53% 0.94% 

1_____ 
Return on Ratc Base 

[a] Gross plant in servicc has been restated to account for an asset that was not booked at the timc of acquisition. 

[b] Accumulated deprcciation. CIAC, and AIAC havc bcen restated to reflect a 2% depreciation rate from the timc the assets or liabilities 

were put in service.. 

[c] Working capital is calculated based on pro forma msintcnance expenses. pro forma general expenses, and taxes other than income. 

[d’ --&B - new billing system allocated based on ERCs closed out in July of 2008. 

[e] Accumulated depreciation is adjusted for planned additional capital investments, invoiced and estimated additions to gross plant in scrvicc, 

and completed and estimated additions to capilalized time. 

[ f l  July 2008 through March 2009 actual invoiced general ledger and capitalized time additions, plus estimated invoiced general ledger additions 
This is only an estimate. The Company will only bc rcquesting rate base treatment on actual capital expenditures through the hearing date. 

[g] Transportation equipment has becn reduced due to operator timc for Clinton sewer operations. 

[h] WSClrcgional rate base adjustment. 

9.06% 

augh the :aring date 
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WATER SERVICE CORPORATION OF KENTUCKY 
Uncollectible Accounts 

Test Year I Present Revenues 

Uncollectible Accounts 

Uncollectible % 

Proposed Revenues 

Uncollectible YO 

Uncollectible Accounts 

Water 

$ 1,631,079 

$ 18,156 

1.11% 

c 

$ 2,447,180 

1.11% 

$ 27,240 



WATER SERVICE CORPORATION O F  KENTUCKY 
Calculation of Pro Forma Operating Expense Charged to Plant 

rota1 Operating Expense Chnrgcd to Plant (from Schedulc B) 
Total Allocatcd Salaries. Taxes. and Benefits (from above) 

Perucnfagc of Pro Forma Salaries. Taxes. and Benefits to Charge to Plant 

Pro Forma Salancs. Taxes. and Benefits for Operators (from w/p [b)) 
Percentage of Pro Forma Salaries. Taxes. and Benefit, to Chargc IO Plant 

Pro Forma Opcnring Expense Charged to Plant 

(132.437) 
870.408 

-15.229’. 
- 

785.556 
-15 2296 

(119.526) - w  - 



WATER SERVICE CORPORATION OF KENTIJCKY 
Rate Case Expense 

Legal Fees 

Customer Notices (2 notices): 
Postage 7,991 = customers x $0.42 
Stock 7,991 = notices x (.0526) 

Fed Ex, mailings, postage, and miscellaneous costs 

## of Trips/ 
Personnel Cost Nights 

Travel 
Airfare 

I €Iotel/Meals 
Rental Car 

2 350 3 
2 180 6 

200 

Water Service Personnel 
hours rate $ 

LG 500 $ 45 22,500 
JH 200 $ 96 19,200 
LY 800 $ 25 20,000 
JN 50 $ 27 1,350 
BS 100 $ 29 2,900 
DM 6 $ 29 174 

Total 

Cost of Capital Witness (AUS Consultants) 

Total Cost of current case 

Total 

25,000 

6,7 12 
84 1 

5,000 

2,100 
2,160 

200 

66,124 

10,000 

118,137 

Amortized over 3 years 3 



WATER SERVICE CORPORATlON OF KENTUCKY 
Calculation olTaxes Other Than Income Taxes 

Test Year 

UtilityICommission Tax 
Real Estate Tax 
Personal Property Tax 
Gross Receipls Tax 
Franchise Tax 
Payroll Taxes 

Total 

Pro Forma Present 

Payroll Tax Increase 

Adjustment - 
Gmss Receipts lnc- 

Water 

S 2,331 
40.970 
6, I30 
I50 39 
6,475 

58.150 

S 114.208 

( I  0,27 I f 

0 (10,271) - 

S 297,666 

3.00% 

Adjusfment 

uulityM3ommission Tax Increase 

S 8,930 

297.666 

0.77% 

2,280 



WATER SERVICE CORPORATION OF KENTlJCKY 
Depreciation Expense 

Gross Plant 
Add: 

Pro forma projects 
Actual and estimated general ledger additions 

Less: 
Land 
Organization 
Computers 
Pro forma project retirements 
Vehicles 
WSChegional Rate Base Adjustments 

Net: 

Plant Depreciation @ 2.00% 

Vehicles 
WSC/regional Rate Base Adjustments 
Vehicle Depreciation @ 25.00% 

Computers 
WSCkegional Rate Base Adjustments 
Computer Depreciation @ 12.50% 

CC&B - new billing system 12.50% 

Total Depreciation 

CIAC 

Amortization @ 2.00% 

Water 

$ 9,580,400 

19.784 
R3,743 

(20,044) 
( 164,394) 
(425,915) 

s 9,045.043 

$ 180,901 

28,269 

$ 7,000 

425,9 I5 
(36.378) 

s 48.692 

(27 1 

22,339 

s 258,932 
i 

$ (45,962) 

s (919) 

AlAC 

Amortization @? 2.00% 



WATER SERVICE CORPORATION OF KENTUCKY 
Calculation of Income Taxes 

' " " T B  

h i r e  Income Taxes 

Total Revenue 

Maintenance Expense 
General Expense 
Depreciation & Amortization 
Taxes Other Than Income 
Income from Management Services 
Interest Expense 

Taxable Income 
State Tax Rate 

First $25,000 @ 4.0% 
$25,001 to $50,000 @ 5.0% 
$50,001 to $100,000 @ 6.0% 
$100,001 to $250,000 @ 7.0% 
Over $250,000 @ 8.0% 

Total State Income Taxes 

Federal Taxes 

Taxable Income before taxes 

Less: State VT 

dl Taxable Income 
Federal Tax Rate 

Total Federal Taxes 

Pro Forma Pro Forma 
Present Proposed 

$ 1,667.522 $ 2,414,539 

907,698 907,698 
672,154 672,754 

255,75 1 255,75 1 
77,75 1 88,960 

0 0 
214,217 2 14,2 17 

$ (460,649) $ 335,159 

(1 8,426) 1.000 
1,250 
3,000 

10,500 
6,813 

$ (18,426) $ 22,563 * 

$ (460,649) $ 335,159 

(1 8,426) 22,563 

(442,223) 3 12,596 
34% 34% 

$ (150,356) $ 106,283 - $ .  



COMMON SHAREHOLDERS' EOUIW- 
Common shams. $.IO par value: authorizcd and 

Paid-in capital 
Rctaincd carnings 

issucd 1.000 sharcs 

Total Common Sharcholdcr's Equity 

LONG-TERM DEBT: 
Collateral r m s t  notes - 

6.58%. S9,000.000 due in annual installments 
bcginning in 2017 through 2035 

Total Long-Tcnn Dcbt 

UTILITIES. INC. AND SUBSIDIARIES 
Capital Structure at June 30,2008 

TOTAL CAPITALIZATION 

COST OF DEBT 

Unaudited 
Junc 30. 

W/P (h-1) 

Annual 
Interest Capital 

2.008 Expcnsc Structurc 

$ 100 
98, I I 1.656 
61.33 1,058 

$ 159.442.814 46 97% 

$ 180.000.000 I I .844,000 

$ 180.000.000 I1.844,000 53.03% 

S 339,442,814 

6.58% 

100.00% 



W A  I OK 3 O K V l L b  COKI'OKA I LON U P  KON I UCKY 

Pro Forma Intcwst Expcnsc 

Watcr 

Pro Fornia Prescnr Rate Bdsc 

Dcbr Ratio 

Embcddcd Cost of Dcbt 

Pro Fomd lntcrcsl Expense 

6.139.342 

53 03% 

m% 

214.217 





WATER SERVICE CORPORATION OF KENTUCKY 
Calculation of Working Capital 

Water 

Test Year 
Maintenance Expenses 
General Expenses 
Taxes Other Than Income 

Total 

Working Capital 

Pro Forma Present 
Maintenance Expenses 
General Expenses 
Taxes Other Than Income 

Total 

Working Capital 

451360 

451360 

s 956,482 
616,674 
88.021 

$ 1,661 , I  78 

s 207,647 

$ 907,698 
672,754 

77,75 1 

$ 1,658,202 

$ 207.275 

t. 
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WATER SERVICE CORPORATION OF KENTUCKY 
Plant Rerlatemenl 
Through Acquisition 

fllr?r?t 
Land 
Land 
Land 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
CommMl 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 

Year Placed 
in Service 

19RI 

1981 
1981 

1985 
1985 

19ns 

1985 
1985 

1985 
1985 
1985 
1985 
1985 
19R5 

1985 

1985 

1985 
1985 
1985 
1985 
1985 
1985 
1985 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 

1985 

19x5 

1985 

Dale Acq. 

i11119ni 
IIIII9XI 
1/111981 
lll21/19R5 
1112111985 
11121119x5 

1112111985 
1112111985 
I112 VI985 
I1/21/l985 

1112111985 
1112111985 
I I12 111 985 
I112111985 
11l2111985 

1112111985 
I112111985 
1112111985 
11/21/1985 
1112111985 
1112111985 
I I I2 111 985 
11/21/1985 
113 111997 
713111997 
713 111997 
713111997 
113 111997 
713111997 
713 I1  I997 
713111997 
7/31/1997 
713 I I I997 

ii121119ns 

I 11211ign5 

i1121119ns 

Cor1 

3.157 4x 
596 00 

1.234 50 
I3 478 20 
18547630 
2.641 38 
6.336 72 
30 123 53 
194.242 01 
25.622 80 
334. I89 62 
13.680 34 
10.164 72 

3 12.686 93 
125.585 14 

2.264.076 41 

40.452 80 
5 15.437 63 

370.692 25 
70. I95 28 
145,967 76 
19.188 32 
129.343 47 
21.88534 
6.000 81 
677 84 

39.95 I 21 
18.022 24 
29.151 79 
34.478 84 
682 50 

33.053 68 
6.843 7 I 
12.226 94 

283.658 5 I 

78.560 82 

713 111997 337 29 

Years in 
Service 

28 00 
?I( w 
28 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
24 00 
14 00 
24 00 
24 M) 
24 00 
24 00 
24.00 
24 00 
24 00 
24 00 
24 00 
I2 00 
I2 00 
I2 00 
I200 
I200 
I2 00 
I2 00 
I2 00 
I2 00 
I2 00 
I2 00 

Depr. Rntc 

0 0% 
0 0% 
0 0% 
2 0% 
2 0% 
2 0% 
2 o?h 
2 036 
2 0% 
2 0% 
2 0% 
1 0% 
z 0% 
2 0% 
2 0% 
2 0% 
2 0% 
2 0% 
2 0% 
2 0% 
2 o?/o 

2 ooh 
2 G% 
2 0% 
2 0% 
2 0% 
2 0% 
2 OD/. 
2 0% 
2.0?4 
2 0% 
2 0% 
2 ooh 
2 0% 
2 0% 
2 0% 
2 Wh 

Acc. Depr. 

6.469 54 
89.028 61 
1.267 86 
3.041 63 

14 459 29 
93236 16 
12.198 94 
160.4 I I 02 
6.566 56 
4.879 01 

150.089 73 

1.086.756 71 
136.15608 
19.4 I 7 34 

247.410 06 
37.709 19 
177.932 28 
33,693 73 
70.061 51 
9.2 10 39 
62.084 87 
10.504 96 
1.440 19 
I62 68 

9.588 29 
4,325 34 
6.9% 43 
8 274 92 
163 80 

1.642 49 
2,934 47 

80 95 

60.280 87 

7.932 88 

Net Plant 

3 257 48 
596 00 

1.234 50 
7.008 66 

96.447 68 
1.373 52 
3.295 09 
15.664 24 

101.005 85 
13.323 86 
173.778 60 

5.285 65 
162.597 20 
65.304 27 

1.177.31976 
147.502 43 
21.035 46 
268,027 57 
40.85 I 63 
192.759 97 
36.501.55 
75.903 24 
9,977 93 
67.258 60 
11,38038 
4,560 62 
515 16 

30.362 92 
13.696 90 
22,155 36 
26203 92 

518 10 
25.12080 
5.201 22 
9,292 47 
256 34 

7.113 78 

Fully Deprec 

NO 
No 
No 
No 
N o  
No 
No 
No 
No 
No 
No 
No 
No 
NO 
No 
No 
No 
NO 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 



Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
Common 
L.and 
Land 
Land 
Land 
Land 
Land 
Vehicle 
Vehicle 
Vchiclc 
Vehicle 
Vrhicle 
V c h i c I c 
Common 
Vehicle 
Vehicle 
Vehicle 
Organization 

Year Placed 
in Service 

1997 
I997 
I997 
I997 
1997 
1997 
I997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1991 
I997 
1997 
I991 
1997 
1997 
1999 
ZOO0 
2000 
2000 
2001 
2002 

pdvanccs in Aid of Construction 
Common 1991 
Common 1993 

Common 1995 

Common 1997 
Common 1997 
Common 1999 
Common 2000 
Common 2000 
Common ZOO0 

Common I995 

Common I995 

contributions in Aid of Conslructiop 
Common 1988 

Common 1990 
Common 1992 
Common 1994 
Common 1997 
Common 1998 
Common 1998 
Common 1999 

Common I990 

Date Acq. 
713 111997 
1/31/1997 
713 111 997 
1/31/1997 
713 I I I997 
7/31/1997 
713 111 997 
713 I! I 99 1 
713 111997 
713 111997 
713 111997 
113 I I I997 
713 111 997 
7/31/1997 
713 111997 
713 I1 1997 
713 111 997 
7t3111997 
713 111 997 
7/31/1997 
713 I/ I997 
113 111997 
7/1/1999 
l2/1/2000 
lllnm 
3lIl2OO0 
3/1/2001 

711 511 99 I 
12/15/1993 
111 Ill995 
3/15/1995 
311 5II995 
7/14/1997 
6/30/1997 
8/25/1999 
IOI2/2000 
41 I7/2000 
2/ I a2000 

7/12/1988 

4/12/1992 
6/26/1994 
2/27/1997 
4/20/1998 
41271 I998 
813 111999 

Cost 
25.347 95 
7.520 74 

20 637 80 
3.041 00 
854 21 

8.920 93 
10 713 80 
4231997 

I 17,894 63 
2.303 00 
454 00 
840 80 

6 853 00 
620 83 

1.02s 44 
5 496 00 

llZ00 
91.20055 
23.193 71 
30.641 95 
3.289 00 
626 00 

23,723 00 
69.976 00 
2I.6oI00 
24.098 00 
32.326 00 
36.282.69 

6.000.203 17 
--- 

11.61 I 30 
1.938 50 
5.579 76 
22.218 75 
7.500 00 
8.730 50 
23.736 03 
10,148 14 
1.866.20 
11,617 I8 
8.134.17 

113.080 53 

9.255 00 
19.145 65 
2.885 35 
38.77004 

3,600 00 
592 40 

6.393 40 
3.543 75 
5.087.76 
89.273 35 

Years in  
Service 

I?. 00 
I 2  00 
I2 00 
I:! 00 
I:! 00 

I2 00 
I? 00 
I2 00 
I? 00 
I2 00 
I2 00 
I? 00 
I: 00 
I2 00 
12 00 
I 2  00 
I2 00 
I2 00 
12 00 
I200 
I2 00 
10 00 
900 
900 
900 
800 
700 

I L  on 

I8 00 
I6 00 
14.00 
I4 00 
I4 00 
I200 
I200 
1000 
900 
900 
900 

21 00 
I9 00 
I9 00 
I7 00 
IS 00 
I 2  00 
I I  00 
I I  00 
10 00 

Depr. Rate 
2 0% 
2 OD? 
2 0% 
2 0% 
2 096 
2 056 
2 o?/o 

2 W? 
2 o?? 
2 0% 
2 00% 
0 0% 
0 0% 
0 o?? 
0 0% 
0 0% 
0 0% 
25 0% 
25 0% 
25 0% 
25 0% 
25.0?? 
25 0% 
2 0% 
25 o?? 
25 0% 
25 0% 
0 0% 

Aec. Depr. 
6.083 5 I 
I .804 98 
4”953 07 
729 RJ 
205 01 

2,141 02 
4.491 31 

10.150 79 
28.194 71 

571 92 
IO8 96 

2 0% 
2 0% 
2 0% 
2 o?? 
2.0% 
2 OD/. 
2 G?? 
2 0% 
2 0% 
2 0% 
2 0% 

91 200 55 
23.193 71 
30,641 95 
3.289 00 
626 00 

23.123 00 
12.595 68 
21.601 00 
24.098 00 
32.326 00 

2.859.347.90 

2.0% 
2 0% 
2 0% 
2 G?? 
2 0% 
2 0?4 
2 0% 
2 o?? 

4.180 07 
620.32 

1.562 33 
6.221 25 
2.I0000 
2.095 32 
5.696 65 
2.029 63 
335 92 

2.091 09 
1.464.15 

28.396 73 

3.887 10 
1.215 35 
I .09h 43 
13.181 81 
I.080 00 
142 18 

1.406 55 
179 63 

Net Plant 
I9 264 44 
5.715 76 

2 3 1 1  I6 
649 20 

6.779 91 
14.222 49 
32.163 18 
89.599 92 

345 04 
840 80 

6.853 00 
628 83 

1.025 44 
5.496 00 
11200 

1 5 . 6 ~  73 

1.81 I on 

57.380.32 

36.282.69 
3.140.855.27 

Fully Deprec. 
No 
N 0 

No 
NO 
No 
No 
No 
N U  
No 
No 
No 
No 
No 
No 
No 
No 
No 
Yes 
Y cs 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Y cs 
YeZ 
No 

7.431 23 No 
1.318 18 No 
4.017 43 No 
15.997 50 No 
5.400 00 No 
6.635 18 No 
18.039 38 No 
8,118 51 No 
1.530 28 No 
9,526 09 No 
6,670.02 No 
84.683 81 

5.367 90 No 
11.870 30 No 
1.788 92 No 

25.588 23 No 
2.520 00 No 
450 22 No 

4.986 85 No 
2.764 I3 No 
4070.21 No - 
59,406 76 
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WATER SERVICE CORPORATION OF KENTUCKY 
Expenses & UPIS Allocated to the City of Clinton Sewer Operations 

Expense Reductions Amount 

Operator Salaries $ (44,375) 
Operator Payroll taxes (3,628) 
Operator Benefits (1 0,7 17) 
Transportation exp. (4,025) 
Total 0 & M Expense Reduction (62,745) 

Office Salaries (5,687) 
Office Payroll taxes (408) 
Office Benefits ( 1 970 1 
Total General Expense Reduction (7,797) 

Vehicle depreciation (69 1 ) 
Total expense reduction $ (71,233) 

Rate Base Reductions Amount 

UPIS - Vehicles $ (47,199) 
Accum. Dep. - Vehicles 41,162 
Total rate base reductions $ (6,036) 



WATER SERVICE CORPORATION OF KENTUCKY 
Basis for Salary AI 

Employee 

Operator 
Leonard, James Ronald 
Pickard, Michael Anthony 
Turner. John R 

Office 
Hult, Christine D 
McIntyre, D. Renee 
Spelts, Cristle B 
Standifer, Reba Faye 
Southern, Dana 

Total Percentage Allocated to 
Clinton Sewer Operations Per 

REDACTED JDE Salary Allocation ReDort 



I 



REDACTED 

CONFIDENTIAL 



WATER SERVICE CORPORATION OF KENTUCKY 
Adjustment to lnsurance Expense 
Test Year Ended June 30,2008 

A B C D E 

Alloeatlon 
Amount @ 

Line No. 9/30/07 Total 

I Amount Booked to TB s 4.589 $ 4,589 
2 
3 Remove from TB s (4,589) S (4,589) 
4 
5 Amount Corrected 16.592 s 16.592 
6 
7 Amount of Adjustmen1 S 12,003 S 12,003 
a 
9 
10 
11 
12 

13 
14 
15 
16 
17 

Note: 
This adjustment pertains to an error in the calculation of the Insurance Expense allocation. This error in the 
allocation process has been corrected going forward 

Customers Total All 
Water Allocation 7,99 I 12,003 
Sewer Allocation 

7.991 12,003 



WATER SERVICE CORWRATION OF m c m  
CPI Increase 
T e a t  Year E n d e d  6/30/08 

A ROR 
1-1 

source: 

- 
Series I d :  CIISROOOOSAO 
Seasonally Adjusted 
Area: U.S. ciry averaqe 
Item: All items 
http://m.bls.gov/cpi/cpid0806.pdf 

http://m.bls.gov/cpi/cpid0806.pdf


WATER SERVICE CORPORATION OF KENTUCKY 
Transportation Allocation 

Total WSCK Operator's Salaries 
Total WSCK Operator's Salaries Allocated to City of Clinton Sewer Operatiom 

Total WSCK Transportation Expense 
Percent to Total Allocated to City of Clinton Sewer Operation: 
Total WSCK Transportation Expense Allocated to Clinton Sewer Operation: 

Total WSCK Vehicle Depreciation 
Percent to Total Allocated to City of Clinton Sewer Operation: 
Total WSCK Transportation Expense Allocated to Clinton Sewer Operations 

Total WSCK Vehicle 
Percent to Total Allocated to City of Clinton Sewer Operationr 
Total WSCK UPIS Allocated to Clinton Sewer Operations 

Total WSCK Accumulated DepreciationVehicle 
Percent to Total Allocated to City of Clinton Sewer Operation: 
Total WSCK Accumulated Depreciation Vehicle Allocated to Clinton Sewer Operation: 

Percent to 
Amount total 

fi 404,99 1 90 12% 
44,375 9.88% 

$ 449,366 100.00% 

40,756 

4,025 

7,000 

69 1 

9.88% 

9.88% 

477,956 
9.88% 

47,199 

(4 16,829) 
9.88% 

(41,162) 



WATER SERVICE CORPOIUTION OF fCENTUCKY 
Average Bill 

Prcscnt: 16001 - 5/8" residential city w/ school tax - Middlcsboro 
1601 I - 5/8" commercial city w/ school tax and K Y  statc sales tax - Middlcsboro 
16012 - 3/4" commcrcial city w/ school tax and KY state salcs tax .. Middlcsboro 
16031 - 5/8" rcsidcntial county w/ school txt - Middlcsboro 
16041 - 5/8" commcrcial county w/ school tax and KY statc salcs t d X  . Middlcsboro 
16071 - 5/8" industrial city w/ school tax and KY statc salcs tax Middlcsboro 
16081 - 5/8" commercial city w/ school tax - Middlcsboro 
16091 - 5/8" govemmcnt city w/ school tax - Middlcsboro 

Present: 5/8" mcters - Middlcsboro 
First 1,000 (minimum I .OOO) 
Ncxt 9,000 
Next 15,000 
Next 25.000 
Ncxt 50,000 
Ovcr 100,000 

Present: 16003 - I "  residential city w/ school tax - Middlesboro 
16013 - I" commercial city w/ school tax and K Y  state sales tax - Middlesboro 
16033 - I "  residential county w/ school tax - Middlesboro 
16043 - I" commercial county w school tax and KY statc sales tax - Middlesboro 
16073 - I "  industrial city w/ school tax and KY state sales tax - Middlesboro 
16082 - I" commcrcial city wl school tax . Middlesboro 
16092 - I "  government city w/ school tax - Middlesboro 

Present: I" meters - Middlcsboro 
First 6,000 (minimum charge) 
Next 4,000 
Ncxt 15,000 
Next 25,000 
Next 50.000 
Over IOO.000 

Present: 16015 - 1 1/2" commcrcial city w/ school tax and KY state sales tax - Middlcsboro 
16045 - 1 I/Z" commercial county w/ school tax and KY state salcs tax - Middlesboro 
16075 - 1 1/2" industrial city w/ school tax and KY state sales tax - Middlesboro 
16093 - 1 1/2" government city w/ school tax - Middlesboro 

Present: I 112" meters - Middlesboro 
First 13,000 (minimum charge) 
Next 12,000 
Next 25,000 
Ncxt 50,000 
Over 100,000 

Prescnt: 16016 - 2" commercia1 city wl school tax and KY state salcs tax - Middlesboro 
16076 - 2" industrial city w/ school tax and KY state sales tax - Middlcsboro 
16083 - 2" commercial city w/ school tax ~ Middlcsboro 
16094 - 2" govcmmcnt city w/ school tax - Middlcsboro 

Avcrage Averagl 
Bill - Ratc Usage --- 

6.74 
2 71 
2 47 
2 35 
2 I0 
I 92 

4.34 I 
4,341 
4.34 1 
4.34 I 
4.34 I 
4.34 I 
4.34 I 
4.34 I 

4.34 I 

S I58 
15.8 
15 88 
1581 
15 81 
15.81 
15 81 
I5 8( 

S 158( 

16,508 S 47.21 
16,508 47.2 1 
16,508 47.2 I 
16,508 47.2 1 
16.508 47.2 I 
16,508 47.21 
16,508 47.2 1 

16.508 S 47.21 
S 20.29 
$ 2.71 
S 2.47 
16 2.35 
S 2.10 
$ I .92 

46,066 
46,066 
46,066 
46,066 

S 117.69 
11 7.69 
1 17.69 
1 17.69 

46,066 $ 117.69 
S 38.54 
$ 2 47 
S 2 35 
s 2 IO 
$ I92 

68,083 S 16491 
68.083 I64 91 
68,083 164.9 I 
68,083 164.91 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Present: 

Prcscnt: 

Prcscnt: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Prcsen t : 

Present: 

Present: 

Present: 

Prcsent: 

Prcscnt: 

Prcscnt: 

Prcsent: 

2" mctcrs - Middlcsboro 
First 21.400 (minimum chargc) 
Ncxt 3,600 
Ncxt 25.000 
Ncxt 50.000 
Ovcr lO0,OOO 

1601 7 - 3" commcrcial city w/ school tax and KY state salcs tax - Middlesboro 
16077 - 3" industrial city w/ school tax and KY state salcs tax . Middlcsboro 
16090 - 3" commercial Pincville w/ school tax - Middlesboro 
16095 - 3" government city w/ school tax I Middlesboro 

3" meters - Middlcsboro 
First 68.400 (minimum charge) 
Ncxt 31,600 
Over 100.000 

16018 - 4" commercial city w/school tax and KY state salcs tax - Middlesboro 
16078 - 4" industrial city w/ school tax and KY statc salcs tax - Middlesboro 
16096 - 4" government city w/ school tax - Middlesboro 

4" meters - Middlesboro 
First 127.500 gallons (minimum charge) 
Over 127.500 gallons 

16019 ~ 6" commercial city w/school tax and KY state sales tax - Middlesboro 
16079 - 6" industrial city w/ school tax and KY state sales tax - Middlcsboro 

6" mctcrs - Middlcsboro 
First 28 1,500 (minimum charge) 
Over 28 1.500 

16010 ~ industrial city special w/ school tax and KY sta te  sales tax - Middlesboro (flat rate) 

16037 - Commercial city sprinkler - Middlesboro (flat rate) 

16039 - Industrial city sprinkler - Middlesboro (flat rate) 

16040 - Commercial city special - Middlesboro (flat rate) 

16050 - Commercial county special - Middlesboro (flat rate) 

16055 - Commercial county special - Middlesboro (flat rate) 

16056 - Governmcnt city special ~ Middlesboro (flat rate) 

16058 - Government city special - Middlcsboro (flat rate) 

16060 - Commercial city special - Middlesboro (flat rate) 

16070 ~ Commercial city special - Middlcsboro (flat ratc) 

16088 - Industrial city sprinkler - Middlesboro (flat ratc) 

16089 - Industrial city special - Middlesboro (flat ratc) 

16098 - Covcrnincnt city hydrant (per hydrant) - Middlcsboro (flat ratc) 

Avcragc Averags 
Rate Usagc Bill - 

68,083 S 164.9 
S 59.29 
$ 2 47 
$ 2.35 
5 2.10 
s 192 

188.749 S 4023 
188,749 402.3. 
188,749 402.3. 
188.749 402.3. 

188,749 $ 402.3.. 
$ 165.57 
s 2 IO 
$ I .92 

100,906 S 284.72 
100,906 284.73 
100,906 284.73 

100.906 S 284.73 
$ 284.73 
$ 1.92 

845,855 $1,663.97 
845,855 1,663.97 

845,855 $1,663.97 
$ 580.4 I 
$ I .92 

$ 118.58 

15.00 

$ 15.00 

$ 30.00 

$ 45.00 

$ 31500 

$ 30.00 

$ 105.00 

s 45.00 

s 60 00 

$ 60.00 

$ 75 00 

$ 3 33 

$ 118.58 

$ 15.00 

S 15.00 

$ 30.00 

S 45.00 

$ 315.00 

S 30.00 

$ 105.00 

S 45.00 

$ 60.00 

$ 60.00 

16 75.00 

s 3.33 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Prcscnt: 

Present: 

Present: 

Present: 

Present: 

Present: 

Prcscnt: 

Prcscnt: 

16204 - 518" commcrcial w/ school tax and KY statc sales tax - Clinton 
16205 - 5/8" rcsidcntial w/ school tax - C'lintoii 
16206 - 5/8" public authority w/ school tax - Clinton 
16214 - 3/4" commcrcial w/ school tax and KY statc salcs tax -Clinton 
16234 I 3/4" commcrcial out of city w/ school tax and KY statc salcs tax - Clinton 
16235 - 5/8" rcsidcntial w/ school tax - Clinton 
16236 - 3/4" public authroity out of city w/ school tax - Clinton 
16242 3/4" commcrcial w/ school t a x  - Clinton 
16246 - 3/4" public authority w/ school tax - Clinton 
16263 - 3/4" residential w/ school tax and KY statc sales tax - Clinton 
16265 - 3/4" residential out of city w/ school tax - Clinton 
16272 - 3/4" multi commercial w/ school tax - Clinton 
16275 - 314" Multi Com Wh. 
16276 - 314" Multi Corn Wtr 
16287 - 5/8" multi comtnercial w/ school tax and KY statc sales tax- Clinton 

16293 - 3/4" Wtr Com Out City 
16294 - 314" Corn Wn 
16295 - 314" Res Wtr 
16296 - 314" Res Wtr out of city 
16297 ~ 314" multi commercial wl school tax and KY state sales tax- Clinton 

16290 - 314" Pub Auth Wtr 

5/8" and 3/4" meters - Clinton 
First 1,000 (minimum charge) 
Next 9,000 
Next 15,000 
Next 25,000 
Next 50,OOO 
Over 100,000 

16208 - I "  public authority w/ school tax ~ Clinton 
16230 - I" commercial out of city w/ school tax and KY state sales tax - Clinton 
16244 - I "  commcrcial w/ school tax and KY state sales tax  - Clinton 
16247 - I "  multi residential w/ school tax and KY state sales tax - Clinton 
16279 - I " Multi Wh - Clinton 
16292 . I "  Wtr Corn Out City - Clinton 

I"  meters -Clinton 
First 5,300 (minimum charge) 
Next 3,700 
Next 15,000 
Next 25,000 
Next 50,OOO 
Over 100,000 

16238 - I 1/2" public authority w/ school tax I Clinton 
16252 - I 112" industrial city w/ school tax and KY state sales tax - Clinton 
16254 - I 112" commercial w/ school tax and KY state salcs tax - Clinton 

I l/2" mctcrs - Clinton 
First I 1 .LOO (minimum) 
Next 13,800 
Next 25,000 
Next 50,000 
Ovcr 100.000 

16248 - 2" public authority w/ school lax - Clinton 
16257 - 2" multi rcsidcntial w/ school tax and KY statc sales t a x  - Clinton 
16262 ~ 2" industrial w/ school t:ix and K Y  slato salcs  ax - Clinton 
16264 - 2" comnicrctd w/ school tax and K Y  statc salcs fax - Clinton 
16278 - 2" Multi Wtr - Clinton 
16291 - 2" Pub Auth Wtr - Clinton 

2" nictcrs - Clinton 

Average 
Katc Usage - 

9.02 
5 I t  
4.69 
4.27 
3.79 
3 31 

3,699 
3.699 
3.699 
3.699 
3,699 
3,699 
3.699 
3.699 
3.699 
3.699 
3,699 
3,699 
3.699 
3.699 
3.699 
3,699 
3,699 
3.699 
3,699 
3,699 
3.699 

3,699 

Avcragt. 
Bill 

$ 2'88 
22 8 
22.8 
22.8 
22.8 
22.8 
22.8 
22.8 
22.8 
22.8 
22.8 
22.8 I 
22.81 
22.8 1 
22.8 I 
22.8 1 
22.8 I 
22.8 I 
22.81 
22.8 I 
22.8 I 

$ 22.81 

14.707 s 71.97 
14,707 71.97 
14.707 7 I .97 
14,707 71.97 
14,707 71.97 
14.707 71.97 

14.707 S 71.97 
$ 30.99 
$ 5.11 
$ 4.69 
s 4.27 
$ 3.79 
$ 3.3 1 

55,640 $ 256.19 
55,640 256. I9 
55,640 256. I9 

55.640 $ 256.19 
$ 60.64 
16 4.69 
$ 4 27 
s 3 79 
$ 3 31 

70.353 $ 309.62 
70.453 309 62 
70.553 309 62 
70 353 309 62 
70.453 309 62 
70.451 309 62 

70.153 $ 10962 

Pnqc- 57 oC 55 



WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

First 17,600 (minimum) 
Next 7.400 
Next 75.000 
Next 50.000 
Ovcr IOO.000  

Present: 16280 - 6" commcrcial w/ school tax and KY statc sales tax - Clinton 

Present: 6" meters - Clinton 
First 250.500 (minimum) 
Over 250,500 

Present: 

Present: 

Present: 

16285 - Hydrant - private ($7SO/month) - Clinton (flat rate) 

16286 - 5/8" sprinkler -private ($15.00/nionth) - Clinton (flat rate) 

16299 - Hydrant . municipal (S;3.3334/hydrant/month) - Clinton (flat rate) 

Average A v e w g  
Usage Bill -- Rate 

$ 90.65 
$ 4.69 
$ 4.21 
$ 3.79 
S 3 31 

-. 

$ 919.7 

I 919.7 
$ 919 I7 
s 3.3 I 

S 15.00 

$ 15.00 

$ 3.33 

S 15.0 

$ 15.01 

$ 3.3 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Proposcd: 

Proposed: 

Proposed: 

Proposed: 

Proposed: 

Proposcd: 

Proposcd: 

Proposcd: 

518" - 3/4" 
First I .OM) 

Ncxt 9.000 
Ncxt 15.000 
Next 25,000 
Ncxt 50.000 
Ovcr 100.000 

1601 - 51s" rcsidcntial city w/ school tax - Middlesboro 
1601 1 - 5/8" commcrcial city w/ school tax and KY state salcs tax - Middlcsboro 
16012 - 314" commercial city wl school tax and KY state salcs tax - Middlcsboro 
16031 - 5/8" rcsidcntial county w/ school tax - Middlcsboro 
16041 - 518" commercia1 county wl school tax and KY state sales tax - Middlesboro 
16071 - 5/8" industrial city w/ school tax and KY state sales tax - Middlcsboro 
16081 ~ 5/8" commercial city wl school tax .. Middlcsboro 
16091 - 5/8" govcmment city w/ school tax - Middlcsboro 

518" metcrs 

I" 
First 6.000 

Next 4,000 
Ncxt 15,000 
Next 25,000 
Next 50,000 
Ovcr 100,000 

16003 - 1" residential city w/ school tax - Middlesboro 
16013 - I "  commercial city w/ school tax and KY state sales tax - Middlesboro 
16033 - I" residential county w/ school tax - Middlesboro 
16043 - 1 '* commercial county w school tax and KY state sales tax - Middlesboro 
16073 - I "  indusmal city w/ school tax and KY state sales tax - Middlesboro 
I6082 - I "  commercial city w/ school tax - Middlesboro 
16092 - I"  government city wl school t a x  - Middlesboro 

1" meters 

1 112" 
First I3,oM) 

Next 12,000 
Ncxt 25,000 
Next 50,000 
Over 100.000 

16015 - I 1/2" commercial city w/ school tax and KY statc sales tax - Middlcsboro 
16045 - I 1/2" commercial county w/ school tax and KY state sales tax - Middlesboro 
16075 - I 112" industrial city w/ school tax and KY state sales tax Middlesboro 
16093 - 1 I/?" govcmmcnt city w/ school tax - Middlesboro 

I 1/2" mcters 

2" 
First 2 I .400 

Next 3.600 
Next 25.000 
Ncxt 50.000 
Ovcr 100.000 

16016 - I" comnicrcial city w/ schcwl tax 2nd K Y   st:^ salcs tax - Middlcsboio 
l607h - 2" industrial city w! school tax and K Y  state snlcs tax - Middlcsboro 
160113 - 2" conirncrcial city w! school tax - Middlcsboro 
I6094 - 2" government ciry w! school tax ~ Middlcshuro 

2" nictcrs 

Averngc Avcragc 
Bill - Ratc Usage 

$ IO 16 
s 4.09 
5 3 71 
s 3.54 
s 3.17 
$ I 90 

434 I $ 238; 
4.34 I 23.8: 
4.34 I 23.8; 
4.34 I 23 8; 
4.34 I 23.8; 
4.34 I 23 8; 
4.341 23 8: 
4,341 23.8; 

4.34 I $ 23.82 

$ 30.60 
s 4.09 
$ 3.72 
$ 3.54 
$ 3.17 
$ 2.90 

16,508 $ 71.19 
16,508 71.19 
16.508 71.19 
16.508 71.19 
16.508 71.19 
16,508 71.19 
16,508 71.19 

16,508 $ 71.19 

$ 58.12 
$ 3.72 
s 3.54 
$ 3.17 
$ 2.90 

46.066 S 177.47 
46.066 177.47 
46,066 177.47 
46,066 177.47 

46.066 $ 17747 

5 89.4 1 
$ 3.77 
5 3 54 
5 3 17 
s 2 90 

68.083 s 24868 
hX.083 248 68 
68.083 '48 68 
6X.OX3 148 68 

hX.083 s 24868 

Page 59 of 6 5  



WATER SERVICE CORPORATlON OF KENTUCKY 
Average Bill 

Proposcd: 

Proposed: 

hoposed: 

Proposed: 

Proposed: 

Proposed 

hoposed: 

Proposed: 

Proposcd: 

Proposed: 

Proposed 

Proposed: 

hoposcd: 

Proposed: 

Proposed: 

Proposed: 

Proposcd: 

Proposcd: 

Proposcd: 

3" 
First 68.400 

Ncxt 3 1,600 
Ovcr 100.000 

16017 - 3" commercial city w/ school tax and KY state salcs tax - Middlcsboro 
16077 - 3" industrial city w/ school tax and KY statc salcs tax - Middlcsboro 
16090 - 3" comincrcial Pincville w/ school tax - Middlesboro 
16095 - 3" government city w/ school tax - Middlcsboro 

3" meters 

4 " 
First 127,500 

Over 127,500 

16018 - 4" commercial city w/ school tax and KY state salcs tax - Middlesboro 
16078 - 4" industrial city w/ school tax and KY statc sales tax - Middlcsboro 
16096 - 4" governmcnt city w/ school tax - Middlesboro 

4" meters 

6" 
First 281.500 

Over 28 1,500 

16019 - 6" commercial city w/ school tax and KY state sales tax - Middlesboro 
16079 - 6" industrial city wl school tax and KY state sales tax ~ Middlesboro 

6" metm 

16010 - Industrial city special wl school tax and KY state sales tax Middlesboro (flat rate) 

16037 - Commercial city sprinkler - Middlesboro (flat rate) 

16039 - Industrial city sprinkler - Middlesboro (flat rate) 

16040 - Commercial city special - Middlesboro (flat rate) 

16050 - Commercial county special - Middlesboro (flat ratc) 

16055 - Commercial county special - Middlesboro (flat rate) 

16056 - Government city special - Middlesboro (flat rate) 

16058 - Governmcnt city spccial . Middlcsboro (flat rate) 

16060 - Commcrcial city spccial - Middlcsboro (flat rate) 

16070 - Commercial city spccial - Middlcsboro (flat ratc) 

16088 . Industrial city sprinkler - Middlcsboro (flat rate) 

16089 - Industrial city spccial - Middlesboro (flat ratc) 

16098 - Govcrnmcnt city hydrant (pcr hydrant) - Mlddlcsboro (tlat ratc) 

Avcragc Avcrigi 
Ratc Usagc - Bill 

$ 249 68 
s 3.17 
$ 7 90 

188,749 S 606.7 
188,749 $ 606.7 
188,749 $ 6 0 6 7  
188.749 $ 606.7 

188.749 $ 606.71 

$ 429.37 
$ 2 90 

$ 875.26 
$ 2 90 

s 178.82 

$ 22.62 

$ 22 62 

$ 45.24 

s 67.86 

$ 475.02 

$ 45.24 

(6 158.34 

$ 67 86 

$ 90 48 

$ 90 48 

5 113 10 

$ 5.02 

100,906 
100,906 
100,906 

100,906 

$ 429.37 
$ 429.37 
$ 429.37 

$ 429.37 

845.855 $2,509.27 
845,855 2.509.27 

845,855 $2,509 27 

$ 178.82 

$ 22.62 

$ 22.62 

$ 45.24 

16 67.86 

$ 475.02 

$ 45.24 

$ 158.34 

$ 67.86 

S 9048 

$ 9048 

$ 111 I O  
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

CLINTON PROPOSED 
5/8" - 3f4" 

First 1.000 (minimum chargc) 
Next 9.000 
Ncxt 15.000 
Ncxt 25.000 
Next 50.000 
Over t 00.000 

Proposed: 16204 - 5/8" commercial w/ school tax and KY state sales tax - Clinton 
16205 - 5/8" residential w/ school tax - Clinton 
16206 - 5/8" public authority w/ school tax .. Clinton 
16214 - 3/4" commercial w/ school tax and KY state sales tax - Clinton 
16234 - 3/4" coinrnercial out of city w/ school tax and KY state sales tax - Clinton 
16235 5/8" residential w/ school tax - Clinton 
16236 - 3/4" public authroity out of city w/ school tax '. Clinton 
16242 - 3/4" cornrncrcial wl school tax - Clinton 
16246 - 3/4" public authority w/ school tax . Clinton 
16263 - 3/4" residential w/ school tax and KY statc sales tax - Clinton 
16265 - 3/4" residential out of city w/ school tax - Clinton 
16272 - 314'' multi commercia) w/ school tax - Clinton 
16287 - 5/8" multi commercial w/ school tax and KY state sales tax -Clinton 
16297 - 3/4" multi commercial w/ school tax and KY state sales tax- Clinton 

1 " 
First 5,300 
Next 3,700 
Next 15,000 
Next 25,000 
Next 50,000 
Over 100.000 

Proposcd: 16208 - 1" public authority w/schwI tax - Clinton 
16230 - I"  commercial out of city w/ school tax and KY statc sales tax - Clinton 
16244 - I" commercial wlschool tax and KY state sales tax - Clinton 
I6247 - 1 " multi residential w/ school tax and KY state sales tax - Clinton 
16279 - I" Mulh Wtr - Clinton 
16292 - I "  Wtr Corn Out City - Clinton 

I 112" 
First I 1,200 
Next 13.800 
Next 35,000 
Next 50,000 
Over 100.000 

Proposed: 16238 - 1 112'' public authority w; school tax - Clinton 
16252 - I 1/2" industrial city w: hchool tax and KY statc salcs tax 
16254 - I I/2" commercial w/ school tax and ICY statc salcs tax - Clinton 

Avcragc Avcragc 
Bill - Rate Usage _. 

s 13 60 
$ 7.7 I 
$ 7.07 
$ 6.44 
$ 5 72 
$ 4 99 

s 46.73 
s 7.71 
$ 7.07 
$ 6 44 
$ 5 72 
$ 4 99 

$ 91 45 
$ 7.07 
6 6 44 
S 5 72 
s 4 99 

3.699 $ 344(  
3,699 $ 344t 
3,699 $7 3441 
3,699 $ 344( 
3.699 $ 344(  
3,699 S 344( 
3,699 $ 344c 
3.699 S 34.4c 
3,699 s 344c  
3,699 $ 34.4C 
3,699 $ 3440 
3,699 $ 3 4 4 0  
3,699 $ 3 4 4 0  
3.699 6 3 4 4 0  

3,699 $ 34.40 

14.707 $ 108.54 
14.707 f 108.54 
14,707 $ 108.54 
14,707 $ 108.54 
14,707 S 10854 
14,707 $ 108.54 

14.707 S 108.54 

55,640 $ 386.34 
55.640 $ 386.34 
55.640 S 386.34 

S5.440 s 386 34 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Average Avcragc 
Bill - Ratc Usage 

2" 
First 17.600 
Next 7,400 
Next 25.000 
Next 50.000 
Over I00.000 

Proposcd: 16248 . 2" public authority wl school tax - Clinton 
16257 - 2" multi residcntial wl school tax and KY statc sales tax - Clinton 
I6262 - 2" industrial wl school tax and KY state sales tax - Clinton 
16164 . 2" conimcrcial wl school tax and KY statc salcs tax - Clinton 
16278 - 2" Multi Wn - Clinton 
16291 - 2" Pub Auth Wlr - Clinton 

6" 
First 250,500 
Over 250.500 

Proposed: 16280 - 6" commercial wl school tax and K Y  state salcs tax - Clinton 

Proposed: 

Proposed: 

Proposed: 

16285 - Hydrant - private (%9.38/month) . Clinton (flat rate) 

16286 - 5/8" sprinkler -private (518.75lmonth) - Clinton (flat ratc) 

16299 - Hydrant - municipal ($4 17/hydrant/month) - Clinton (flat ratc) 

$ I36 70 
S 7 07 
.$ 6.44 
$ 5 72 
$ 4 99 

$ 1,38701 
S 4.99 

$ 22.62 

5 22.62 

5 5.03 

70.453 
70.453 
70,453 
70,453 
70,453 
70.453 

70.453 

S 4669 
.$ 466.9 
S 466.9' 
$ 466.91 
$ 466.91 
$ 466.91 

S 466.91 

51.387 01 

'$ 22.62 

S 22.62 

5; 5.03 
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JDE Account 

5630 6049055 Dental Premiums 8.831 8,364 
Total Health Insurance 1,077,139 528 2,040 914.143 

TWITrme 

Account Balance Count as Benefit Balance Count as of Benefit 
Number Account Name 03/31/08 of 3/31/08 Calculation 06/30/08 6/30108 Calculation 

__ 
Empl Full Time Empl 

5690 
5660 
5670 
5675 
5600 
5605 
5660 
5660 

6049030 Tuition 2,711 
6049040 Deferred Compensation 
6049060Term Life Ins 38.389 
6049065Term Life Ins - OPT 556 

6049067 Af lac 
6049000 Disabilitv Insurance 

6049066 Depend Life Ins -OPT (743) 

1.2,174 

29,096 
(1,276) 

(996) 

6049090Other Emp Pens & Benefits 
Total Other Benefits 38.202 528 72 38,997 

Total health insurance 
9/30/2007 12/31/2007 

1,541 1,641 

Total other benefit 
9/30/2007 12/31/2007 

94 133 

3/31/2000 6/30/2000Total 
2,040.04 1,047 7,069 

3/31/2000 39,629 Total 
72 79 378 

WSC Benefit Allocation Recalc 
Health Ins 
Quarter WSC QuarterlyBenefit Calc KY WSC % 

3/31/2008 63 2,040 128,522 2.51% 3.221 
6/30/2008 62 1847 114,499 2 53% 2,891 

Other Ben. 
Quarter WSC QuarterlyBenefit Calc KY WSC % 

3/31/2008 63 72 4,558 2 51% 114 
6/30/2000 62 79 4,084 2 53% 123 

495 

495 

1847 

79 



I 6 0  i 60 160 160 
WSC of  K Y  usc Of 3 Y  wsc c;L “ 1  wsc “I  6Y 

occ.51 Wn-C? wo-c3 ‘lor31 S W . 5 1  ___--__I_- 

3 . 2 1 3  3,177 1.326 1,.-15 9,531 
2 , 7 1 1  3,177 1 . 9 2 6  i.215 9,53! 

;ti@ 160 180 
w.55 Of ZY WCC of I(Y wsc of A Y  W!IC o r  61 

Dec. 60A Wp-C? Wp-C? ?0f.?1 -- S*P. GOA -- 

4081201 FICA Expense 
1091060 5111h-IL 
40111050 Fl’IA 

l o t d l  

1,361 1,400 2,719 1,691 7.178 
3’ 3ti 520 94 6 7 3  

1 il %7 91 134 

1,420 L.443 3,332 : , 7 8 5  1 1,984 

I C ]  Z e s t  Year-WSC lse-60 and oe-50) 3enefirs - 

160 160 160 I60 
W5C of KY WSC of KY WSC of AY wsc Of i(Y 
~ e c . 6 0 ~  wn-ci W ~ C I  ‘rutdl Sep.cOA 

6049000 
6045010 
6049011 
604 901 2 
6049015 
6019020 
6049050 
6049055 
6049060 
6049065 
6049066 
6049067 
6045070 
6049080 
6019090 

Employee Pensions 6 nenefics 
i(ea1r.h Ins. R e m b  
Pmployee Ins. Deductions 
rlraltn Costs 6 Ocher 

Dental I n s .  Rermbuzscments 
Pens~on ContKIbJClons 
Health  I n s  Premiums 
Dental Premiums 
Term LIfe Ins. 
l r r m  Life Ins. - OP7 

Depend Life Ins.- OPT L AFLAC 
AI‘LAC 

401 I k l  Contributions 
Giriabilrcy Insurance 
Ocher Emp Pens (I Benefits 

1,955 
13951 
36 
111 
396 
37 
16 
‘15 

527 
27 
2R 

2,996 
l998l  
46 

1 7 3  

393 
18901 
26 
6 

523 

106 
(91  

2,793 2,772 3,229 2,966 I 11,760 

160 160 160 16G 
WSC Of KY wsc of SY wsc of LY wsc Of X Y  
5ep. 50  Dec.50 Wp-C2 Wp-c3 - 

[el Salarle.5 dencicky OEticr 20,002 20,912 27,905 23,159 j-1 



WATER SERVICE CORPORATION OF KENTUCKY 
Rate Base Reallocation 
Test Year Ended June 30.2008 

State of Kv wsc Total Rate Base 
Per Books Alloc Rate Base Per Reallocation Reallocation Adjustmenl 

Warer Plant 126.569.41 A 4.259 36 B 114.67266 C 118,932 02 (7.637 39) 
Water Plant AD (76.13469) A (68,759 43) CI (68.759.43) 7.375 26 

Transportation Equipment 
Transportation AD 

Computers 
Computers AD 

477.95602 A 470,60667 B 6,637 41 C2 477,244 OX (71 I 94) 
(416.X29 09) A (412,272 28) B (4.1 15 38) C3 (416,387 66) 441.43 

518,128 17 A 45,816 60 BI 426.558 16 C4 472,374 76 (45.753 41) 
( 1  22,363.03) A (25,584.60) B2 (87,403 38) C5 ( I  12.987 98) 9,375.05 

I Total Adjustment (36.91 1.00) 

Pro Forma Wsc Rate Base Allocations. Amount closed Ky Erc % as Pro Forma RB 
out uer GL of 6/30/08 lo be allocated I 

CC & B closed out 7/31/08 i,077,652 * 2.53% S 178,715 I 
* JDE 2009506 General Ledger attachment 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION 

Application of Kentucky Water Service 
Corporation of Kentucky for an Adjustment 
of Rates 

_I__-- 

Case No. 2008-00563 

PREPARED DIRECT TESTIMONY OF 

JOHN D. WILLIAMS 

ON BEHALF OF KENTUCKY WATER SERVICE CORPORATION OF KENTUCKY 
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PREPARED DIRECT TESTIMONY OF 

JOHN D. WILLIAMS 

ON BEHALF OF KENTUCKY WATER SERVICE CORPORATION OF KENTUCKY 

LEASE STATE YOUR NAME, PRESENT POSITION AND BUSINESS 

ADDRESS. 

My name is John D. Williams. I am employed as the Director of Governmental Affairs of 

Utilities, Inc. (“UI” or “Company”). My business address is 121 N. Monroe Street, 

#1210, Tallahassee, Florida, 32301. 

WHAT ARE YOUR DUTIES IN YOUR CURRENT POSITION? 

As IJYs Director of Governmental Affairs, it is my responsibility to serve as the 

Company liaison between Company personnel and the individual state regulatary agency 

staffs. I attend state commission public meetings when possible, and participate on 

behalf of the Company. I provide expert witness testimony on behalf of the Company at 

state commission hearings. I monitor state agency rulemaking proceedings, and monitor 

state legislative matters as they relate to our Company. I monitor and attend all of the 

NARUC meetings, as well as the NARUC regional conferences. I coordinate any 

requested presentations from our Company at these meetings. I coordinate UI’s 

participation in industry organizations such as the National Association of Water 

Companies and monitor Federal Government activities involving the USEPA and 

Congress as they relate to our industry and the Company. I also provide regulatory 

training to IJI employees. 
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2.3 

4.3 

WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND? 

I have a Bachelor of Science degree in Business Administration from the University of 

Florida. From 1974 until January of 2007 I was employed by the Florida Public Service 

Commission (“FPSC”). At the FPSC, most of my responsibilities involved the economic 

regulation of water and wastewater utilities. I was the Bureau Chief of Rates, 

Certification, and of Policy Development and Industry Structure. I testified and made 

recommendations in hundreds of cases before the FPSC. I was also responsible for the 

FPSC’s water legislative program, and was frequently called upon to testie on behalf of 

the FPSC at the Florida Legislature. 

During my employment at the FPSC, I was a member of the National Association of 

Regulatory Utility Commissioners (“NARUC”) Staff Subcommittee on Water. I was the 

Vice Chairman, and Chairman of the Water Subcommittee. I have been on the Faculty of 

the NARUC Water Committee’s Eastern and Western Utility Rate Schools since 1986. I 

have also been on the faculty of Michigan State University’s “Camp NARUC” program. 

I was also a member of the American Water Works Associations Rates and Charges 

Subcommittee and was involved in writing portions of the association’s Rate Manuals. 

I retired from my position at the FPSC in January of 2007, and was employed by 

Utilities, Inc. shortly thereafter. 

4.4 HAVE YOU TESTIFIE BEFORE THE KENTUC PUBLIC SERVICE 

COMMISSION? 

A.4 No. 
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Q.5 

4.5 

P.6 

4.6 

Q.7 

4.7 

Q.8 

4.8 

HAVE YOU TESTIFIED BEFORE ANY OTHER PUBLIC UTILITY 

COMMISSION? 

Yes. As I stated above, I have testified before the FPSC, the Florida Legislature, and 

before Florida Administrative Law Judges. In addition, I testified before the Arizona 

Corporation Commission on behalf of Perkins Mountain Water Company and Perkins 

Mountain Utility Company in Docket No. SW-20379A-05-0489 and W-20380A-05- 

0490. And also the Public Utilities Commission of Nevada on behalf of Spring Creek 

Utilities Co. in Docket No. 08-06036. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS DOCKXT? 

I support the Application of Kentucky Water Service Corporation of Kentucky 

(“WSCK”) for an increase in its water and sewer rates by explaining Project Phoenix for 

the Commission and the parties of record. 

ESCRIBE PROJECT HOENIX FOR THE COMMISSION AND THE 

PARTIES OF RECORD. 

Project Phoenix is the name of UI’s initiative to evaluate the state of the Company’s 

processes and systems. 

WHY DID U T I ~ , ~ ~ I ~ S ,  INC. INITIATE PROJECT PHOENIX? 

The Company had not made a significant investment in technology in quite some time. 

Antiquated systems, lack of integration, and the lack of standardization were beginning to 

have an adverse effect on the Company and its customers. Accordingly, UI set out to 

improve the Company’s capabilities and processes in the accounting, customer service, 

customer billing and financial and regulatory reporting areas. 
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3.9 

2.9 

WHEN DID PROJECT PHOENIX BEGIN? 

Project Phoenix began in early 2006 with a series of internal and external evaluations, 

which culminated in a business case presentation by Deloitte to the Company in 

September 2006. The business case identified: 

e Drivers for Change, 

e Current State Overview, 

e Recommended Solutions, 

e Future State, and 

e Benefits to Stakeholders. 

The business case presentation confirmed UI’s initial evaluations that: 

e Fragmented and non-standardized processes were complex and inefficient, with an 
attendant risk of error and control breakdown, 

e The infrastructure unnecessarily placed stress on the Company’s human capital, 

e The Company’s legacy financial and customer care systems were either fully 
customized or unsupported, or both, which resulted in a risk of breakdown and 
impeded management’s ability to obtain information to make decisions, and 

e Use of spreadsheets made ensuring accuracy and control difficult, resulting in the 
potential for errors in operation and regulatory reports. 

After the business case presentation and an evaluation of potential solutions, UI 

management selected JD Edwards Enterprise One (“JDE”) as the financial system, 

including asset management, and Oracle’s Customer Care and Billing System c‘CC&B’) 

as the customer information system.’ These systems are integrated in a manner that 

allows for the sharing of crucial information between the Company’s different 

operational organizations. 

Oracle acquired SPL WorldGroup, a provider of revenue and operations management 1 

software to electric, natural gas and water utilities. 
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j.10 PLEASE DESCRIBE THE JDE SYSTEM FOR THE COMMISSION AND THE 

PARTIES OF RECORD. 

JDE is a web-based software system that allows easy access from multiple locations. It is 

composed of the following modules: 

L 10 

Accounts Payable 

UI will use the accounts payable system for cash management. It will be used to issue 

checks, perform electronic hnds transfer, and perform bank reconciliation and expense 

reimbursements. 

Human Resources / Time Capture 

UI’s Human Resources organization will use JDE to manage employee information. This 

includes the management of personal information, benefits administration, health and 

safety, job information and more. The time capture module enables all employees to enter 

their time for tracking purposes, approved by their supervisor, and charge it directly to 

capital projects, if applicable. 

Requisitioning 

Requisitioning is handled within the procurement module of JDE, covering purchases 

fi-om outside vendors. The procurement module will be used to record and track 

purchases against capital projects, assets such as maintenance and replacement parts, IT 

related purchases and various other purchases such as office supplies and hrniture. The 

procurement module approval process will also be used to record capital project 

approval. 

Capital Projects 

The Capital Project/job cost functionality covers the project budget setup and schedule, 

management of the project and monitoring of cost. UI will use these hnctionalities in 
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Q.11 

4.11 

order to improve visibility of project status wherever access to JDE is available. As cost 

and purchases are updated in JDE, this same information can be viewed in real-time. 

Capital project approvals are also included in JDE using the procurement module 

approval process. 

Fixed Assets 

The Fixed Assets fbnctionality covers the asset management requirements of UI. Assets 

will be tracked throughout their entire lifetime, including automatic depreciation, 

retirements and tax calculations. 

Equipment Management 

The equipment management fbnctionality enables equipment tracking, servicing, and 

maintenance and cost effectiveness. Managers can track equipment by type, 

manufacturer, year, service history and other infomation. 

The General Ledger integrates financial information in real time from throughout UI and 

helps meet the financial consolidation and reporting needs of the business. 

AT ARE THE BENEFITS OF JDE? 

UI is excited about JDE. Each of the modules I described includes enhanced tracking and 

integration components, which should improve the Company’s ability to record and 

retrieve data. Because of this hctionality, UI, its customers and regulators should see 

marked improvement. The system has enhanced record keeping and retrieval functions, 

making production of financial and regulatory reports easier. In addition, the reports 

should be more accurate, which benefits customers by improving the management 

decision making process and allowing the Company to more efficiently deliver reliable 

information to regulators. The system also reduces manual effort and reliance on 
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1.12 

>.13 

1.13 

2.14 

i.14 

p.15 

4.15 

spreadsheets, which again improves the reliability of reports. The Capital Projects 

module allows employees to view and track projects in real-time. Employees should be 

able to manage projects and costs in a more effective manner, which benefits the 

Company and customers 

WHEN WAS JDE PLACED INTO SERVICE? 

JDE was officially placed in service on December 3,2007 

WHAT IS THE TOTAL COST OF THE JDE PROJECT INCURRED BY 

UTILITIES, INC.? 

The total cost of the JDE system as of March 3 1,2008 was $14,544,020. 

IS THAT THE TOTAL ESTIMATED COST OF JDE? 

No. The company expects that some invoices and internal costs will be recorded during 

later months. As is typical in a billing process from vendors there is usually a time lag 

from the rendering of services to the issuance of invoices and payment of said invoices. 

Additional costs incurred after March 3 1,2008 will be provided when available. 

WHAT PORTION OF THE COST OF JDE INCU 

WSCK? 

Approximately $367,498 was allocated to WSCK. 

WAS  LOCATED TO 
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k.16 

2.17 

i.17 

2.18 

1.18 

WHERE CAN THE ALLOCATION OF THAT COST BE FOUND IN WSCK’S 

FILING? 

The allocation of the UI’s investment in JDE to WSCK affects both rate base and 

operating expenses. WSCK’s share of the JDE costs, moreover, must be allocated 

between WSCK’s water and sewer operations. The allocation of the JDE portion was 

provided with the Allocation of 6/30/08 Rate Base work papers as part of the 

Application. The $367,498 is already closed in corresponding computer system account. 

HOW WAS THAT ALLOCATION DEVELOPED? 

UI uses an allocation process based on ERCs (equivalent residential connections). The 

allocation of Project Phoenix costs that was prepared for this case utilized the WSCK 

ERCs at the end of the test year in comparison to the total ERCs for UI. Dividing the 

WSCK ERCs by the total ERCs resulted in a percentage value that was then multiplied 

by the total investment in JDE. 

PLEASE DESC 

PARTIES OF RECORD. 

CC&B is a web-based software system. The web-based feature allows for quicker return 

of information to the user and allows for “quicker fixes” should the system go down 

involuntarily, or need to go down for routine maintenance. CC&B is composed of the 

following modules: 

BE THE CC&B SYSTEM FOR THE COMMISSION AN 

Customer Management and Service 

This module covers activities including creation and management of customers, accounts 

and premises. It also manages customer inquiries, creation and management of service 

orders, starting and stopping service, and other related functions. 
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2.19 

4.19 

Billing 

This module covers activities including creation and management of rates/tariffs, bill 

estimation, bill generation and print, canceVrebills and 3rd party billing. 

Accounts Receivables & Collections 

This module covers payments, adjustments, payment arrangements, LPC disconnects, 

collection agency referrals and write-offs. 

Device Management 

This covers activities including definition of meters and other equipment (e.g., back flow 

devices), meter installation and testing. 

Meter Reading 

This covers activities including meter reads, meter read uploads and downloads and 

meter read schedulesh-outes. 

WHAT ARE THE BENEFITS OF CC&B COMPARED TO UTILITIES, INC.’S 

LEGACY SYSTEM? 

UI’s legacy customer care and billing system was fully customized and unsupported. The 

system had several weaknesses. Customer and premise information were linked in one 

account. As residents moved, the service order history at the premise was purged and 

prior service activities eventually became unavailable for viewing. This resulted in the 

loss of valuable information. In addition, field personnel were sent daily service orders 

either through email or fax. They did not have access to the legacy billing system. Upon 

completion of the service orders, the information was emailed or faxed back to the billing 

office for closure of the orders. The process was manually intensive and led to untimely 

responses due to incomplete fax transmissions. Additionally, as residents moved from 

one premise to another within the Company, they were issued a new account nurnber. 
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2.20 

4.20 

e 

e 

e 

There was no efficient means of tracking a customer and transfemng payment 

information, service history and billed services (debt) from one account to another. 

CC&B offers the ability to focus on either a customer or a premise. Field activity 

information at a premise is stored in the records indefinitely, allowing field personnel to 

retain prior history of past service issues at a residence. This allows them to act in a cost 

effective manner when considering repair or replacement of equipment or lines at a 

premise. In addition, CC&B automates field activities to the field. A background 

process makes key decisions about assignments and timing. CC&B automates field 

activity dispatching and allows for uploading and downloading to hand-held devices. 

The system allows the field operators to complete field activities in a live environment so 

that CSR’s (customer service representatives) have the infomation available to them as 

soon as the order is completed. In this regard, WSCK has deployed “tough books” in 

each field vehicle. A picture of those tough books is contained in Attachment 1 to my 

testimony. 

OES THE CC&R SYSTEM AVE OTHER BENEFITS IN COMPARISON T 

E LEGACY SYSTEM? 

Yes, the CC&B system has several other improvements when compared to the legacy 

system. For instance: 

The billing estimation function is improved. 
incorporates: . 

It now includes a 3 tier process that 

Customer history from last year same period. 
Customer history for last 3-6 months. 
Trend data from the customer’s trend area (CIS Division) and trend class 
(Residential and Commercial) 

The system provides for the automatic proration of billings based on number of days in 
read period or bill period. 

The system allows for the automated dispatching of Field OrderdField Activities to 
Operations Staff for quicker response. 

More efficient means of billing customers who have one account, but more than one 
premises. 
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More history for viewing by Customer Service to answer questions from customers. 
o History of reads 

o History of billings 
Legacy system held only the last 12 readings 

Legacy system held only the last 12 billings 

Field Operations now have access to customer premise and service point 
well as meters and meter readings. 

nformation as 

Account numbers stay with the customer for life. This gives the Company the ability to 
track a customer from location to location. 

o This gives the company the ability to track a customer from location to location. 
o With the random generated account numbers, a reduction in misapplied payments 

will be drastically reduced. 

More information displayed on one screen for customer service to assist customers. The 
legacy system required moving from one screen to another. 

Automatic Collections and Severance process configured which reduces error from input. 
Accidentally disconnecting a customer for non-payment will be hard to do. 

Updates to the system are real time. 
o Completion of field activities 
o Payments and adjustments 
o Customer information 

Customers will have the ability to view account using the internet 
o View billing information 
o Update Account information 
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Q.21 AFTER THE CONVERSION TO CC&B, DID WSC OF ICY ALTER THE 

FORMAT OF BILLS IT SENDS TO CUSTOMERS? 

Yes. Attachment 2 to is a sample bill produced by CC&B. Attachment 3 to is a copy of 

a bill produced by UI’s legacy system. The new bill format demonstrates some of the 

enhanced information retrieval capabilities of the CC&B system. 

4.21 

As you can see, the bill produced by CC&B is easier to read. More importantly, the bill 

produced by CC&B conveys the customer’s billing history - both in consumption and 

dollars - for a 13-month period. This information allows a customer to compare the 

customer’s consumption to prior months, as well as the same month from the previous 

year. We believe this is usefid information, because water conservation is important. 

Customers should be cognizant of consumption trends. Customers who are aware of their 

consumption trends are more likely to detect leaks or undertake conservation measures, 

when such measures are appropriate. 

Q.22 WHEN DID W O W  N CC&B BEGIN? 

A.22 Functional workshops to identify the needs of the organization began in June 2006. The 

workshops were designed to gather information and aid in the vendor selection process. 

In January 2007, UI selected the Oracle customer information system and design work 

began on CC&B in February 2007. 

Q.23 

A.23 

WHEN WAS CC&B PLACED INTO SERVICE? 

CC&B was placed into service on June 2,2008. 
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Q.24 

4.24 

Q.25 

A.25 

4.26 

A.26 

HAVE WSCK EMPLOYEES USED CC&B IN FIJLFILLING THEIR DAILY 

RESPONSIBILITIES? 

Yes. The Office Manager 

indicated that CC&B is used on a daily basis to look up customer accounts to answer 

billing questions. Billing issues are identified and resolved immediately before the 

customer receives their bill. Mail and walk in payments are posted to the customer’s 

account in real time. I was told that field activities are created to turn odshut off water, 

check for leaks and re-read meters on a daily basis through CC&B, these activities are 

generated in real time for a quicker response from the field personnel. All corrections or 

adjustments to a customer’s account is entered into CC&B and, again, posted in real time. 

I asked field operations to describe their experience. 

Customer Service personnel use CC&B to look up customer’s accounts and review meter 

reads, payment history, consumption history and mailing addresses. All pertinent 

information is displayed on one screen which helps Customer Service answer questions 

quickly. New customers are signed up through CC&B. Customers discontinuing their 

service are also taken care of through CC&B. Payments are posted in real time to a 

customers account through CC&B. 

WHAT IS THE TOTAL COST PROJECT INCU 

IJTILITIES, INC.? 

The total cost of the CC&B system was $7,077,652. 

IS THAT THE TOTAL ESTIMATED COST OF CC&B? 

No. The company expects that some invoices and internal costs will still be recorded 

during the month of June 2008, and perhaps later. As is typical in a billing process from 

vendors there is usually a time lag from the rendering of services to the issuance of 

invoices and payment of said invoices. Invoices for later months and up to hearing will 

be provided as soon as they become available. 
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2.27 

4.27 

2.28 

4.28 

2.29 

4.29 

3.30 

i.30 

3.31 

4. 31 

WHAT PORTION OF THE COST OF CC&B INCURRED WAS ALLOCATED 

TO WSCK? 

Approximately $178,715 was assigned to WSCK. The CC&B portion of Project Phoenix 

is treated as a pro-forma adjustment since the project was closed in July of 2008 which 

falls outside of the test year 6/30/08 period. 

WHERE CAN THE ALLOCATION OF THE COST OF CC&B BE FOUND IN 

WSCK’S FILING? 

The amount of UI’s investment in CC&B allocated to WSCK is shown on the Project 

Phoenix Cost Summary workpaper and, just like the investment in JDE, affects both rate 

base and operating expense. 

HOW WAS THAT ALLOCATION DEVELOPED? 

The allocation was developed in the same manner as the JDE allocation. 

HAS WSCK PROPQSED CHANGES TO ITS TARIFFS? 

Yes, several new conditions of service have been added and some of the special charges 

have been increased. 

PLEASE EXPLAIN T E TEXT CHANGES TO THE TARIFFS. 

First, the changes to the tariffs are all included in the proposed tariffs filed as exhibit 2 to 

the Application and are highlighted in red text. A new section has been added for a tap 

fee of $1,434.00 for 1 inch and smaller connections. Larger taps will be billed to the 

customer at the contractor cost for material and labor. A fee calculation sheet is attached. 

The billing procedures have been modified to allow for electronic billing and payment if 

a customer chooses. 
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2.32 

9. 32 

3.33. 

9.33 

4.34 

4.34 

The deposit provision has been changed to impose a uniform deposit on all residential 

and small commercial customers that is equal to 2 4 2 t h ~  of the average residential bill, or 

3/12ths or 4/12ths if the billing cycle is not monthly. 

A provision has been added to allow cut off of water service to a city of Clinton sewer 

customer, if the city requests that action. 

The cross connection policy has been modified to more fully explain the customer’s 

responsibilities. 

A new billing procedure has been added to require a customer who has two check 

payments returned for non-sufficient fimds to make all future payments in cash. 

Finally, the existing water extension agreement is being replaced with two new 

agreements - one for extension to individual customers and one for extension made by 

developers. 

at fees are being increased? 

The service reconnection fee and other service fees are increased from $20.00 to 27.00. A 

new NSF fee of $15.00 is added as is a New Customer Set Up fee of $27.00. 

Additionally, the Meter Test fee of $15.00 is increased to $20.00 for residential meters 

and cost for larger meters. A Tampering fee of $27.00 is also being established. 

ARE THESE FEES COMPARABLE TO THOSE CHARGED OTHER WATER 

UTILITIES? 

Yes, based on our review of some other fees, these proposed increases are reasonable and 

move the fees closer to the company’s actual cost. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes, however I reserve the right to supplement or make corrections to this testimony at 

the time of the hearing in this proceeding. 
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ATTACHMENT 2 



I Smnnaiy of Service 
Meter Reading Meter # 1536794 , 

Current 23059030 1 07120l2009 I _^ll_l___^ ----- -- - - 
Name t-J Primary Telephone # 

Service Address -, Pahrunip, NV, 89048 

Activity Since Last Bill 
Previous Balance 
Payments received as of 07/20/2009 
Balance as of 07/20/2009 

Commercial Water Base Charge 
First 8,000 gallons $0.99 per 1,000 
Next 115,996 gallons at $1 69 per 1,000 gallons 
Total Commercial Water Service 

Commercial Water Service 

Total Amount Due 

$349 46 
$-349 46 

$94 80 
$7 92 

$196 03 

$0.00 

$298.75 
$298.75 

The payment for - is bill is 1 - x  upon receipt. 
Make check payable to Utilities Inc of Central Nevada 

Messages 
Please provide your service address phone number on the net remittance form so we may contact you in the event of a service related emergency 
For voluntary conservation, customers with odd numbered service addresses should water on Monday and Wednesclay Cdstoiriers with eveii numbered 
service addresses should water on Tuesday and Thursday Please avoid watering on Friday, Saturday and Sunday 

/L@jtitx. jnc: 

2335 Sanders Road 
Northbrook, I1 60062 

B 

- - 
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I  
PAHRUMP NV 89048 

llllllllllll llllllllll1Il111 llf Ill 
lllllllllllllllllll111111 ill I11 Ill Ill Ill Ill 1111 II 

Account Number: 
Amount Paid Due Date: 8/10/2009 

b 1 

I PleasePay S 298.75 I 

Utilities Inc of Central Nevada 
I240 East State Street, Suite 1 1 ti 
Pahrump NV 89048-2 180 
I I I 1 1 1 1 1 1 I l l l i I 1 1 1 1 I l l I I l I I I I I 1 I l l I I l I l I I I l I I I I I I I I I  



Conservation Tips I 

Automatic Bank Drafting Authorization form. 

Pay your bill online by visiting www.paybyinternef.com and indicate you are malting a payment to [Jtilities Inc. 
A conveiiience fee will be charged for using this option. Please be sure to have your utility account number ready. 

__-l_l_---- .-.--..-- ---.l___"_l__.._ 

I 
By Internet 

. .____ .̂ -..--..-....-_I_. -_.--_-I_, ^ _ _ "  I.I_, __-_I_- _._-.l__-l~-_"~ .-.-.- 

Change of Address and Phone Information 
Complete the information below with your address and phone corrections and return with your payment 

4 i . w  '1\ 

-- - Name 
Please Print 

http://www.paybyinternef.com


ATTACHMEN 



Utilities, Inc and Affiliated Companies 

I1ll1ll Ill11 11111 11111 Ill11 11111 111ll111ll11111 IIIII 111ll Ill11 Ill1 1111 GREAT NORTHERN UTILITIES I N C  
PO BOX 1105 
NORTHBROOK IL 60065-1105 1I1llIIIIIIIIIIII1ll1llII 

ROCKFORD IL 61109-2871 

Acct # 
Due Date Amount Paid 
Please Pay $8.59 $ - 

1 , 1 1 , 1 1 1 , , 1 1 1 1 1 1 , 1 1 1 l l l l l l , l l l l 1 l l l l l l l l l l l l , l l l l i  

GREAT NORTHERN UTILITIES INC 
PO BOX 1105 
NORTHBROOK IL 60065-1105 

-_- 

Remittance A iries Call: 

PO BOX 110 all 1-877-527-7852 
GREAT NORT ~TILITIES INC 

t Read 04/19/08 

age daily water cost 
age daily sewer cost 
Payment 04 /2 2 / 0 8 

1902400 
1902900 

500 
25 
20 
$0.34 

$13.09 
$ 0 . 0 0  

1/2% PER MONTH WILL BE ADDED TO 
L AMOUNTS NOT PAID BY THE DUE DATE. Please Pay $8.59 - -  



ATTACHMENT 1 



Ward to believe, but another year has passed. and it is now 20013. Personally. t aiways like to look 
toward the future, but nGw IS a great time lo  take a moment and iook back on some of the  high- 
irgftts of 2007 

e 

e 

e 

t 

The J3E portion 6f Project Phoenix went kve 
We acqutred Perkins Mountain Water Co and Perkins Mountain Utifity Co in Arizona 
tarry Carntsh. Albert Curtis and Mathew Sheiton celebrated their 30th anniversary with UI. 
Alvin Kennedy and Rex Wmdy celebrated 25 years. and ntne other employees celebrated 

20 years 
a We introduced our new employee recognition award program 

We celebrated our first anniversary with our investor Hrghstar 
We invested $90 000 500 in capita! into the business to better sew& our customers 
We held our first Company-wide Leadership Team meeting which will now be an annual event 

1 The list actualty goes on and on 5ut: lets look toward our future The year 2008 will bok! ~ t a n y  apportunitres and chal- 
lges for ati af us 

L 

i 

o 

Only 863 more days untii CC&B goes Irve' 
Our investors are going to be looking for enhanced financial performance as the resuI? of our investing over 
S? 50,000 000 in capital over the past 2 years 
The regulatory department (with the help of many of us throughout the organization) has been reauesred tc 
file rate cases in nearly half of our companies Our goal is to accomplish the bulk of these ftlings by the end 
of the first and second quarters 
As stewards of the environment we need to continue to took a? ways to run our operattons mare efft- 
ciently Reduce greenhouse gas emissions Ran-revenue water electric consumption and fuel consump- 

{See how this relates to the point above?) 
o 

t1on 

The list of future challenges and opportunities IS unlimited But i know that no matter what IS thrown our way we will aIi 
be up for the challenge 

How about personalfy? With the start of a new year it IS a great time to take inventory of how balanced your work and 
personal life IS It does not go unnoticed that we have high expectations of all and normally. these expectations are 
met or exceeded The demand we place on your personal lrfe is stgnrficant The recent an@ continued rmpact of Pro- 
ject Phoenix, travel long hours juggling your .norma! job b i n g  on call, coming in earny or staying late to make sure 
something get completed-all take a toll For those of you who feel stretched too thtn or that you don ? spend enough 
time on family and personaf fssues i have a challenge for you Commit to figuring out your work schedule so that you 
can anena one of your child s activities each week be home ?or dinner with the family more often, get to the gym do 
whatever it is to make these things a priorrty for you A! first it may seem as though you don t have the time bu! if you 

out to make it hapoen then rt will t: is a challenge to pian schedule and then follow through Are you up for the 



.. . _ .  . _ .  .- . ... .. .~ ... .- 

eiore Go Live anc; ail t n r  

UI trainers were training with laptops in hand. 

The "ilt'ar Room" vas buzzing vvilh teiephone queries 

And very late hours niadc- many eves blewv 

The 200 toughbonl.s 5cnr off to tnc- field 

4nd ali tile new technique; at ttnres seemed unreal. 

But il all c a m  together enat late frnar run: 

Now it's "Thank you"  to ai\ for a job w d /  donel 

Over the past three months. tough books have been dis- 
tributed to many of our field employees Thfs will make it 
easier for on-site data entry and will enhance the efficiency 
of the JDE modules Pictured is one of the permanent 
dashboard mounts being use6 in the field 



AFFIDAVIT 

4 , 
Affiant, +--.JC’;?t’l /3 t!.1J/l/ 4oq , after being first sworn, deposes and says 

that he (she) is authorized to submit this testimony on behalf of Water Service 

Corporation of Kentucky, and that the information contained in the testimony is 

true and accurate to the best of h s  (her) knowledge, information and belief, after a 

reasonable inquiry, and as to those matters that are based on information provided 

to him (her), he (she) believes to be true apiprxect. 
\& &td!&,&m - 
c/(Name) 

This instrument was produced, signed, acknowledged and decl ed by 
to be his (her) act and deed the *zw day of F?cr €flu\ FhV{cJh 

T@%ikY~ ,2009. 

Notary Public 

My Commission expires: &yiI 30, 201 I 



NONRECURRING CHARGE COST JUSTIFICATION 

Type of Charge: New Water Service Tapping Fee 51 inch in sire 

1. Field Expense: 

A. Materials (Itemize) 

- Corporation Stop $40.00- 
- Average of 25 ft. of copper $1 00.00- 
- Meter Box, Meter Setter, Meter $1 54.00- 

B. Labor (Time and Wage) 

2 men @ $25.00 per hour, average of 4 hours 
- $--2 0 0.0 0- 

Total Field Expense $-$494.0 0- 

2. Clerical and Office Expense 

A. Supplies 

B. Labor 

$-5.00 

$-I 0.00 

Total Clerical and Office Expense $-$I 5.00 

3. Miscellaneous Expense 

A. Transportation $-$50.00 

B. Other (Itemize) 
Tools and Equipment $25.00 

Backhoe $200.00 
-- Dumptruck $200.00 - 

Rehab of City Streets, Sidewalks, curbs and lawns $500.00- 

stal Miscellaneous Expense $-925.00 

Total Nonrecurring Charge Expense $-I ,434.00 



AFFIDAVIT 

'. IS/'JLh, , after being first sworn, deposes and says Affiant, 3 A hn I: I 

that he is authorized to submit this testimony on behalf of Water Service 

Corporation of Kentucky, and that the information contained in the testimony is 

true and accurate to the best of his knowledge, information and belief, after a 

reasonable inquiry, and as to those matters that are based on information provided 

to him, he believes to be true and correct Wdd- 
"his instrument was produced, signed, acknowledged and declared by 
3 a L . A  b, cd : \ \ \ : ~ l ~ , ? \ s  to be his (her+) act and deed the 2 &''day of 

'&. ,2009. 
1 

I C l F = =  

NaWy public 
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20 

21 
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23 

Q. 

A. 

Q. 

A. 

Q* 

A. 

Q. 

A. 

Q. 

A. 

Direct Testimony 
Martin Lashua 

Water Service Corg. of Kentucky 

Would you please state your name and business address. 

My name is Martin J. Lashua, and my business address is 5701 Westpark Drive, Suite 

101, Charlotte, NC 28217. 

What is your current position of employment? 

I am Regional Director of Operations for Water Service Corporation of Kentucky. 

How long have you been employed in the water and wastewater industries? 

Just over 20 years. 

What is your educational and professional background? 

I hold a Bachelors Degree in Biology from the University of North Carolina at Chapel 

Hill. Throughout my career, I have held the positions of Area Manager, Project Manager, 

Regional Manager and Regional Director. During that time, I have both operated and 

managed water and wastewater treatment facilities as well as the related distribution and 

collection systems. Also, I have overseen the completion of major capital improvements 

and have been a Company spokesperson with regard to health, environment, and utility 

regulations in several states. 

What are your duties with WSCK? 

I am responsible for making sure our customers receive the best possible service. As 

such, I am responsible for all operating personnel, facilities, maintenance, and capital 

projects. In addition, I am responsible for communications with state and federal 
Page I of 4 
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Q* 

A. 

Q* 

A. 

Q. 

A. 

Q* 

regulators, including state utility commissions, regarding environmental and drinking 

water standards as well as other operational issues. 

Would you describe your experience in testifying before State Utility Commissions 

regarding rate cases. 

Yes. I have helped prepare cases and testimony before the Commissions in North 

Carolina and Tennessee. 

Mr. Lashua, what is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to provide the Commission with a brief overview of our 

Kentucky operations, and the capital improvements we’ve made since our last rate case 

and for our test year of 2007. 

Mr. Lashua, would you briefly describe your water operations here in Kentucky? 

Yes. I would be more than happy to do so. 

WSCK provides water service to approximately 7,991 customers in two locations within 

the state. We deliver safe and reliable water service to our customers’ homes by way of 

drilled wells in our Clinton operation, and by way of a surface treatment facility in our 

Middlesboro operations. 

Who is responsible for ensuring that the WSCK customers are receiving quality 

utility service? 
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7 Q* 
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9 A. 

10 

11 

12 

13 

14 

15 

16 
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19 

20 

21 

22 Q. 

23 A. 

I have responsibility for ensuring that all our customers receive quality utility service. To 

meet this responsibility, our company must hire and maintain a highly qualified and 

professional staff of individuals both in the office and in the field. We also continue to 

make customer satisfaction the primary responsibility of each and every WSCK 

employee. 

Since your last rate proceeding, has the Company made any additional capital 

investments in its water treatment facilities? 

Yes, WSCK has made and continues to make capital improvements to its facilities to 

meet regulatory requirements and to continue our commitment to customer satisfaction. 

We have installed a new raw water flow meter at the Middlesboro water treatment plant 

as requested from the Division of Water’s Sanitary Survey; rebuilt and/or replaced 200 

meter base settings; replaced both raw water pumps and motors at the Middlesboro water 

treatment plant; installed a Red Valve Mixing system in two 1.2 million gallon tanks to 

meet the new DDBP Rule; and rebuilt the raw water intake structure at the Fern Lake 

pump station. In addition to replacing 30 fire hydrants in Middlesboro, and 15 in the 

Clinton system, we also replaced several sections of water main. Finally in our continuing 

effort to keep our facilities secure, we installed security fencing at both water standpipe 

sites in our Clinton system, and installed camera security systems at both Middlesboro 

and Clinton water treatment plants. 

Does this conclude your testimony? 

Yes, it does. 

Page 3 of4  



AFFIDAVIT 

STATE OF NORTH CAROLINA 

COUNTY OF MECKLENBURG 

Affiant, MARTIN J. LASFIUA, after being first sworn, deposes and says that he is 

authorized to submit this testimony on behalf of Water Service Corporation of Kentucky, 

and that the information contained in the testimony is true and accurate to the best of his 

knowledge, information and belief, after a reasonable inquiry, and as to those matters that 

are based on information provided to hi 

MARTIN J. LAsI-JIUA 

This instrument was produced, signed, acknowledged and declared by MARTIN J. 
LASHIJA to be his act and deed the 28 day of JANUARY, 2009. 

My Commission expires: Mo~ewh~q,.  
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20 
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22 

3 

24 

Q* 

A. 

Q- 

A. 

Q* 

A. 

Q* 

A. 

Please state your name, occupation and business address for the record. 

My name is Lena Georgiev. I am employed as a Manager of Regulatory Affairs at 

Utilities, Inc., 2335 Sanders Road, Northbrook, Illinois 60062. 

Please summarize your professional background? 

I have been employed by Utilities, Inc. since January of 2006. Since that time I have 

been involved in several phases of rate-making in many regulatory jurisdictions. I 

graduated from University of Illinois at Chicago in 2000, and I’m a Certified Public 

Accountant. I had four years of public accountindauditing experience prior to joining 

Utilities, Inc. I am a member of the American Institute of Certified Public Accountants. I 

have successfully completed the utility regulation seminar sponsored by NARUC. 

Please explain your job responsibilities at Utilities, Inc. 

My responsibilities include: financial analysis of individual subsidiaries of Utilities, Inc., 

preparation of rate applications, facilitation of regulatory audits, and the submission of 

testimony and exhibits to support rate applications. I am responsible for a team involved 

in Regulatory matters in the Atlantic and South East Regions. 

lease describe Water Service Corporation of Kentucky. 

Water Service Corporation of Kentucky, which I will sometime refer to as “WSCK’ or 

the “Company”, is a wholly owned subsidiary of Utilities, Inc. WSCK was incorporated 

in 2002 for the purpose of owning and operating water utility systems. Currently, WSCK 

Page 1 of 10 



serves approximately 7,99 1 water connections. These customers are located in Hickman 

and Bell Counties. WSCIS maintains an operations and customer service office in both 

Clinton and Middlesboro. Customer payments, meter readings, and service orders are 

processed from both the Clinton and Middlesboro offices. Administrative functions such 

as management, accounting, data processing, and human resources are performed from 

the Utilities, Inc. office in Northbrook, Illinois. 

5 

6 

7 

8 Q. Please describe IJI. 

9 A. UI is unique within the water and sewer industry in many respects. From its inception 

10 

I 

12 

13 

14 

almost 40 years ago UI has concentrated on the purchase, formation and expansion of 

smaller water and/or sewer utility systems. 

At the present time, UI has over 90 systems that provide service to approximately 300,000 

customers in 15 states. 

In March, 2002, UI was purchased by Nuon nv, and in February 2006, Nuon sold its 

interest in UI to Hydro Star. 

15 

16 

17 

18 Q. 

19 A. 

20 

1 

22 

Do WSCK customers benefit from the company’s affiliation with UI? 

Yes. The affiliation with UI has many benefits for WSCIS customers. One of the primary 

benefits is that WSCK access to a large pool of human resources from which to draw upon. 

There are experts in various critical areas, such as construction, engineering operations, 

accounting, data processing, billing, regulation, customer service, etc. UI has the highest 
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10 
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12 

13 

14 Q. 

15 A. 

16 

17 

18 Q. 

19 A. 

20 

21 

22 

23 

level of combined expertise and level of experience in a more cost effective manner. 

While operating only water and sewer systems, UI personnel have the ability to meet the 

challenges of the rapidly changing utility industry. Because the UI companies are focused 

on the water and sewer industry, our companies enjoy some unique advantages, one of which 

is that capital is available for improvements and expansion at a reasonable cost. With 

increasingly more stringent health and environmental standards, ready access to capital will 

prove vital to continued quality service in the water and sewer utility business. 

In addition, the UI group of companies has national purchasing power that results in lower 

costs to rate payers. Expenditures for insurance, vehicles, chemicals and meters are a few 

examples of purchases where national contracts provide tangible benefits to rate-payers. 

What is the purpose of your testimony? 

The purpose of my testimony is to sponsor the Company’s application for an adjustment 

of certain rates and charges for the provision of water and sewer services. 

Why is WSCK requesting rate relief at this time? 

Under present rates, WSCK is not able to meet its operating costs and earn a reasonable 

return on its investment in the WSCK system. The utility’s current income statement is 

shown in Applicant’s General Rate Case Application, Schedule B. 

For the test year ended June 30,2008, WSCK earned a 0.94% return on its rate base, 
Page 3 of 10 



which is 8% lower than the return recommended by the Company’s rate of return 

witness, Pauline M. Ahern. The Company’s current return on rate base is also well 

below its cost of capital, which as the Commission will hear fiom Ms. Ahern is 8%. 

According to the statistics compiled by the United States Department of Labor Bureau 

and Labor Statistics, the cost of water and sewer maintenance has increased 

approximately by 3.5 14% per year since the last rate case. 

Without satisfactory rate relief, WSCK ability to continue to provide safe, reliable and 

efficient water and sewer utility services to its customers will be placed in jeopardy, and 

WSCK will be unable to meet its financial obligations. In addition, capital will become 

more costly. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

$ 1  

12 

13 Q. 

14 A. 

15 consecutive weeks. 

16 

17 Q. 

18 A. 

19 

20 

21 . What rates are YOU proposing? 

22 A. 

23 F. 

Did WSCK cause a notice of rate increase of its petition to its customers? 

Yes. WSCK is publishing a notice of rate increase in the local newspaper for three 

What are WSCK customers currently charged for water utility service? 

The current charges for WSCK customers have been attached as Petitioner’s Exhibit Sch. F. 

The proposed charges for WSCK customers have been attached as Petitioner’s Exhibit Sch. 
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22 

Q. 

A. 

Q* 

A. 

Q. 

A. 

A. 

Q. 

Were the financial schedules attached to WSCK application for rate relief prepared by 

you and/or under your direction? 

Yes, the schedules attached to the General Rate Case Application were prepared by me. 

Are they incorporated herein by reference? 

Yes. 

Please describe these schedules. 

The General Rate Case Application includes Exhibit 4, the financial statements for 

WSCK. The subsections are as follows: 

Schedule A - Balance Sheet 

Schedule €3 - Income Statement 

Schedule C - Rate Base and Rate of Return 

Schedule D - Test Year / Present Revenues 

Schedule E - Proposed Revenues 

Please explain how test year expenses were adjusted. 

Pro forma adjustments were made to the test year expenses based on known and measurable 

changes to actual expenses. 

What are the known and measurable pro forma adjustments made to the income 

statement Schedule B? 
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22 

A. 

e 

e 

e 

e 

e 

The following adjustments have been made to the income statement: 

Revenues are annualized at proposed rates using the average test year customers; 

Uncollectible Accounts are adjusted based on the percentage of uncollectible accounts to 

revenues in the test year applied to pro forma proposed revenues; 

Salaries, Wages and Benefits are adjusted to annualize as of the end of the year; 

Regulatory Commission Expense has been adjusted to reflect the cost of the current rate case 

over 3 years; 

Depreciation and Amortization Expense are annualized. Depreciation expense represents 

gross depreciable plant at the end of the year plus pro forma projects multiplied by their 

respective depreciation rates; 

Taxes other than Income is adjusted for annualized payroll taxes, Utility Commission Taxes, 

and Gross Receipts Taxes; 

Income Taxes are computed on taxable income at current rates; 

AFIJDC is eliminated for rate making purposes; 

Interest on debt is computed using a 53.03%/46.97% debtlequity ratio and a 6.58% cost of 

debt; and; 

A consumer price index increase of 3.5 14% has been included; 

Allocation of Insurance Expense adjustment was booked; 

Adjustments to allocations were based on a new allocation methodology; 

Allocation of transportation expense was booked; 

Operating expense charged to plant has been adjusted for projected increases in salaries, 

taxes, and benefits for operators. 
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1 

2 

3 . 
4 A. 

0 Expenses for Clinton sewer operations have been reduced to actual expense reductions. 

What are the pro forma adjustments made to the rate base statement (Schedule C)? 

The following adjustments were made to the rate base statement: 

5 

6 

0 

0 

Working capital has been calculated based on pro forma expenses; 

Pro forma plant is adjusted for a pro-forma project and CC&B (new billing system) closed 

7 

8 

9 

I O  

out after the test year but before the filing of the rate case; 

Accumulated depreciation has been adjusted for planned additional capital investments, 

retirements, and plant held for future use; 

Plant Additions for July '08 to November '08 prorate to March '09; 0 

i l  

12 

13 

14 

15 

16 

17 

18 

19 A. 

20 

? I  

General ledger additions and associated accumulated depreciation up to rate base cut off 

date and other rate base items and associated accumulated depreciation due to change in 

allocation methodology are included; 

WSC and regional rate base adjustment based on new ERC allocation methodology. 

Transportation equipment has been reduced due to operator time for Clinton sewer 

operations. 

0 

Please explain Project Phoenix. 

Project Phoenix consists of a system implementation of two integrated Oracle software 

packages, JDE (JD Edwards Enterpriseone) and CC&B (Customer Care & Billing). The 

systems integrate the finance and operations processes and supporting technology to enhance 

22 data transparency and provide ability for automated workflow, streamline and simplifl 
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business processes with increased efficiencies and an enhanced control environment, enhance 

and improve financial, management, and regulatory reporting capability, establish a technical 

backbone and software applications capable to meet the needs of WSCK and UI as a whole, 

increase the reliability of source information with quick processing time for more effective 

decision making, and improve access and availability of information to facilitate user access 

and improved customer service. 

The JDE portion of Project Phoenix went in service in December of 2007 and was closed out 

from CWIP to plant in service in March of 2008. The total amount of the JDE portion was 

$14,554,020 and 2.53% ERCs or $367,498 is allocated to WSCK. The CC&B portion of 

Project Phoenix was closed out in July of 2008 in the amount of $7,077,652. WSCK’s portion 

is 2.53% ERCs or $178,7 15. CC&B is treated as a pro-fonna adjustment since it falls outside 

of the test year. 

John Williams, Director of Governmental Affairs of Utilities, Inc., will offer more detailed 

testimony regarding Project Phoenix. 

Q= ow are the costs of Project Phoenix allocated to WSCK? 

A. Project Phoenix costs are allocated to WSCK by using Equivalent Residential Connections 

(ERCs). 

. Please describe the new a l loca t~Q~ methodology of common costs? 

A. Certainly. As previously mentioned, WSCK is a wholly owned subsidiary of Utilities, Inc. 

Utilities, Inc. also wholly owns over 90 other subsidiaries in 15 different states. Utilities, Inc. 

also wholly owns Water Service Corporation, which I will sometimes refer to as “WSC”, is a 
Page 8 of 10 
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company that manages the water and sewer operations for Utilities, Inc. subsidiaries. WSC 

operates without profit. Costs that are not directly assignable to a specific subsidiary are 

booked to WSC and are allocated to the Utilities, Inc. subsidiaries at year end, based on the 

basis of the proportion of active Equivalent Residential Customers (“ERCs”) served by the 

Operating Company to the total number of active ERCs served by the Parent and its affiliates. 

The WSC Service agreement is filed with the rate increase application. 

WSCK has water customers in Clinton and water distribution customers in Middlesboro. 

WSCK also operates a sewer system in Clinton, but does not own the system. The new 

methodology of allocation went into effect first quarter of 2008. The Company has 

recalculated the allocations to remove sewer customers in Clinton which WSCK does not own. 

Therefore, the allocations had to be recalculated based on the Middlesboro water distribution 

customers and the Clinton water customers only. The first two quarters of the 6/30/08 test year 

was based on customer equivalents and the calculations did not include Clinton sewer 

customers. 

Q. Would you please provide a brief explanation of the column entitled “Per Restatement’’ 

On Schedule C? 

A. Certainly. When the WSCK acquisition was booked, the Company relied on a compilation 

performed by the accounting firm Gamble, Givens, and Moody for verification of fixed asset 

balances. The Company booked these fixed asset balances and in addition, the prior owner’s 

accumulated depreciation balances. However, the prior owner chose to report accumulated 

depreciation balances at tax depreciation rates, which depreciates plant too quickly. Therefore, 

W SCK recalculated accumulated depreciation and accumulated amortization based on in- 
Page 9 of 10 
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12 

13 

What ratemaking methodology does the company propose that the Commission employ in 

oes this conclude your testimony? 

15 A. Yes it does. 

16 

service dates of all utility plant in service, CIAC and AIAC based on the half-year convention 

method. WSCK used a composite rate of 2% for water plant, a 25% depreciation rate for 

vehicles, and a 12.5% depreciation rate for computers. The rate filing also includes $36,282.69 

of organization costs in utility plant in service that was not booked at the time of acquisition. 

A. The Company proposes that its rates be determined utilizing the rate of return on rate base 

methodology. 'The Company has a large rate base and needs to earn a rate of return that is 

sufficient to obtain the necessary equity and debt capital that a larger utility needs for sound 

operation. 
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I. INTRODUCTION 

Q. 

A. 

Please state your name, occupation and business address. 

My name is Pauline M. Ahern and I am a Principal of AUS Consultants. My 

business address is 155 Gaither Drive, Suite A, Mt. Laurel, New Jersey 08054. 

Q. Please summarize your educational background and professional 

experience. 

I am a graduate of Clark University, Worcester, MA, where I received a Bachelor 

of A r t s  degree with honors in Economics in 1973. In 199 1, I received a Master of 

Business Administration with high honors from Rutgers University. 

A. 

In June 1988, I joined AUS Consultants as a Financial Analyst and am 

now a Principal. I am responsible for the preparation of all fair rate of return and 

capital structure exhibits for AUS Consultants. I have offered expert testimony 

on behalf of investor-owned utilities before twenty-five state regulatory 

commissions. The details of these appearances, as well as details of my 

educational background, are shown in Appendix A supplementing this testimony. 

I am also the Publisher of AUS Utility Reports (formerly C.A. Turner), 

responsible for the production, publication, distribution and marketing of these 

reports. AUS Utility Reports provides financial data and related ratios covering 

approximately 125 public utility companies on a monthly, quarterly, and annual 

basis. Coverage includes electric, combination gas and electric, gas distribution, 

gas transmission, telephone, water and international utilities. 

I also calculate and maintain the A.G.A. Index under contract with the 
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American Gas Association (A.G.A.). The A.G.A. Index is a market 

capitalization weighted index of the common stocks of about 70 corporate 

members of the A.G.A. 

I have co-authored an article with Frank J. Hanley, a Principal & Director 

of AUS Consultants entitled "Comparable Earnings: New Life for an Old 

Precept" which was published in the American Gas Association's Financial 

Ouarterlv Review, Summer 1994. I also assisted in the preparation of an article 

authored by Frank J. Hanley and A. Gerald Harris entitled Woes Diversification 

Increase the Cost of Equity Capital?" published in the July 15, 1991 issue of 

Public Utilities Fortnight&. 

I am a member of the Society of Utility and Regulatory Financial 

Analysts (formerly the National Society of Rate of Return Analysts) serving as 

President for 2008-20 10 and 2006-2008 and Secretary/Treasurer for 2004-2006. 

In 1992, I was awarded the professional designation "Certified Rate of Return 

Analyst" (CRRA) by the National Society of Rate of Return Analysts. This 

designation is based upon education, experience and the successful completion of 

a comprehensive written examination. 

I am an associate member of the National Association of Water 

Companies, serving on its Finance Committee, a member of the Energy 

Association of Pennsylvania, formerly the Pennsylvania Gas Association, and a 

member of the American Finance and Financial Management Associations. 

Q. What is the purpose of your testimony? 
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A. The purpose is to provide testimony on behalf of Water Service Corporation of 

Kentucky WSCK), as to the appropriate overall rate of return which it should be 

afforded the opportunity to earn on its jurisdictional rate base. 

Q. 

A. 

What is your recommended range of overall rate of return? 

I recommend that the Kentucky Public Service Commission (KY PSC or the 

Commission) authorize the Company the opportunity to earn a range of common 

equity cost rate of 11.60%-12.10%, with a midpoint of 11.85% on the common 

equity financed portion of its jurisdictional rate base. A common equity range 

cost rate of 11.60%-12.10% results in a range of overall rate of return of 9.24% - 
9.51% (midpoint of 9.38) based upon the consolidated capital structure at June 

30, 2008 of Utilities, Inc., the parent of WSCK, which consisted of 46.97% total 

debt and 53.03% common equity, at a debt cost rate of 6.58% and my 

recommended common equity cost rate range of 1 1.60%- 12.10% as summarized 

onTable 1 below: 

Table 1 

Capital 
Structure Cost Weighted 
Ratios Rate -- Return 

Long-Term Debt 46.97% 6.58% 3 .O9% 
Common Equity 53.03 1 1.60%-12.10% 6.1 5%-6.423 

Total 9.24%-9.5 1 YQ 

Q. Have you prepared an exhibit which supports your recornmended range of 

common equity cost rate? 

- 3 -  
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Q* 

A. 

Yes, I have. 

consists of Schedules PMA- 1 through PMA- 1 1. 

It has been marked for identification as Exhibit No. I__ and 

11. SUMMARY 

Please summarize your recommended range of common equity cost rate. 

My recommended range of common equity cost rate of 11.60%-12.10% is 

summarized on Schedule PMA-1, page 2. Because WSCK's common stock is 

not publicly traded, a market-based common equity cost rate cannot be 

determined directly for WSCK. Therefore, in arriving at my recommended range 

of common equity cost rate of 1 1.60Y0-12. 1 O%, I assessed the market-based cost 

rates of companies of relatively similar risk, i.e., proxy group(s), for insight into a 

recommended common equity cost rate applicable to WSCK and suitable for cost 

of capital purposes. Using other utilities of relatively comparable risk as proxies 

is consistent with the principles of fair rate of return established in the Hope' and 

Bluefield2 cases and adds reliability to the informed expert judgment used in 

arriving at a recommended common equity cost rate. However, no proxy group 

can be selected to be identical in risk to WSCK and therefore, the proxy groups' 

results must be adjusted to reflect the greater relative business risk of WSCK due 

to its smaller relative size as will be subsequently discussed in detail. The basis 

of selection of the proxy groups will also be discussed subsequently. 

As explained in more detail below, my recommendation results from the 

I Federal Power Commission v. How Natural Gas Co., 320 U S .  591 ( 1  944). 

* Bluefield Water Works Improvement Co. v. Public Sew. Comm'n, 262 U S .  679 (1922) 
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application of four well-tested market-based cost of common equity models, the 

Discounted Cash Flow (DCF) approach, the Risk Premium Model (RPM), the 

Capital Asset Pricing Model (CAPM), and the Comparable Earnings Model 

(CEM). 

The results derived from each are as follows: 

Table 2 

Discounted Cash Flow Model 
Risk Premium Model 
Capital Asset Pricing Model 
Comparable Earnings Model 

Proxy Group 
of Seven 

AUS Utility 
Reports 
Water 

Companies 
10.90% 
11.86 
11.39 
13.41 

Indicated Range of Common Equity 
Cost Rate Before Financial and 
Business Risk Adjustment 11.75 

Proxy Group 
of Ten 

AUS IJtility Rpts. 
Gas Distribution 

Companies 
9.82% 

11.27 
9.53 

16.50 

11.25 

Business Risk Adjustment 0.35 0.35 

Indicated Range of 
Common Equity Cost Rate after 
Adjustment for Business Risk -- 12.10% -~ 1 1.60% 

Recommended Range of Common Equity 
Cost Rate 11.60% - 12.10% 

After reviewing the cost rates based upon the four models, I conclude that 

a range of cormnon equity cost rate, before any adjustment for business risk of 

1 1.25% - 11.75% is indicated based upon the application of all four models to the 

market data of both proxy groups. The indicated common equity cost rates 

relative to both proxy groups were then adjusted upward by 35 basis points 

(0.35%) to reflect WSCK’s increased business risk, due to its smaller size, 

relative to both proxy groups. After the adjustment, my recommended range of 
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common equity cost rate is 11.60% - 12.10%, with a midpoint of 11.85%, and is 

applicable to the Company’s requested common equity ratio of 53.03% at June 

30,2008 

III. GENERAL PRINCIPLES 

Q. What general principles have you considered in arriving at your 

recommended range of common equity cost rate of 11.60%-12.10%? 

In unregulated industries, the competition of the marketplace is the principal 

determinant of the price of a product or service. In the case of regulated public 

utilities, regulation must act as a substitute for such marketplace competition. 

Consequently, marketplace data must be relied upon to assure that the utility can 

fidfill its obligations to the public and provide adequate service at all times. This 

requires a level of earnings sufficient to maintain the integrity of presently 

invested capital and permit the attraction of needed new capital at a reasonable 

cost in competition with other firms of comparable risk, consistent with the fair 

rate of return standards established by the 1J.S. Supreme Court in the Hope and 

Bluefield cases cited previously. Consequently, in my determination of common 

equity cost rate, I have evaluated data gathered from the marketplace for utilities 

as similar in risk as possible to WSCK. 

A. 

- 6 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 

Q. 

A. 

A. 

IV. BUSINESS RISK 

Please define business risk and explain why it is important to the 

determination of a fair rate of return. 

Business risk incorporates all of the risks of a firm other than financial risk, 

which will be discussed subsequently. Examples of business risk include the 

quality of management, the regulatory environment, customer mix, service 

territory growth and the like, which have a direct bearing on earnings. 

Business risk is important to the determination of a fair rate of return 

because the greater the level of risk, the greater the rate of return investors 

demand, consistent with the basic financial precept of risk and return. 

Please discuss the business risks facing the water industry in general. 

The water and wastewater utility industry faces significant risks related to 

replacing aging transmission and distribution systems. Although Value Line 

Investment Survey3 observes the following about the water utility industry, it 

applies equally to the wastewater utility industry as many of the water companies 

followed by Value Line also have wastewater operations: 

The costs of maintaining current water systems in the United 
States continue to climb and do not appear to be slowing down. 
Many systems are over the century mark and require significant 
upkeep or even rebuilding. Coupled with increasingly stringent 
EPA requirements, infrastructure repairs are likely to require 
hundreds of millions of dollars in maintenance the coming decade. 
However, many do not have the finances to foot the bill and will 
have to tap finance and debt markets to do so, or, in the case of 
smaller operators, close up shop. That said, M&A activity is 

’ Value Line Investment Survey, October 25,2008 
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expected to remain at a feverish pace. 

* * * * *  

We have reversed course with regard to entry into the Water 
Utility industry and, for the first time in recent memory, are 
advising investors to consider establishing a position here. The 
economic backdrop is likely to remain difficult for the foreseeable 
future and these stocks stand to be the beneficiaries, as investors 
look to ride out the rough investment waters in less volatile areas 
of the market. The industry’s healthy dividend yields ought to 
Sheet the appetite of anxious participants. That said, the 3- to 5- 
year prospects of these stock’s are not as promising, with the 
aforementioned infrastructure expenditures and necessary 
financing hovering over shareholder returns. 

In addition, because the water and wastewater industry is much more 

capital-intensive than the electric, natural gas or telephone industries, the 

investment required to produce a dollar of revenue is greater. And, because 

investor-owned water and wastewater utilities typically do not receive federal 

funds for infrastructure replacement, the challenge to investor-owned water and 

wastewater utilities is exacerbated and their access to financing is restricted, thus 

increasing risk. 

The National Association of Regulatory Commissioners (NARUC) has 

also highlighted the challenges facing the water and wastewater industry 

stemming from its capital intensity. NARUC’s Board of Directors adopted a 

resolution in July 2006, taking the position that4: 

WHEREAS, To meet the challenges of the water and wastewater 
industry which may face a combined capital investment 
requirement nearing one trillion dollars over a 20-year period, the 
following policies and mechanisms were identified to help ensure 
sustainable practices in promoting needed capital investment and 

“Resolution Supporting Consideration of Regulatory Policies Deemed as ‘Best Practices”’, Sponsored by the Committee on 
Water. Adopted by the NARUC Board of Directors, July 27, 2006. 
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cost-effective rates: a) the use of prospectively relevant test years; 
b) the distribution system improvement charge; c) construction 
work in progress; d) pass-through adjustments; e) staff-assisted 
rate cases; f) consolidation to achieve economies of scale; g) 
acquisition adjustment policies to promote consolidation and 
elimination of non-viable systems; h) a streamlined rate case 
process; i) mediation and settlement procedures; j )  defined 
timeframes for rate cases; k) integrated water resource 
management; 1) a fair return on capital investment; and m) 
improved communications with ratepayers and stakeholders; and 

WHEREAS, Due to the massive capital investment required to 
meet current and future water quality and infrastructure 
requirements, adequately adjusting allowed equity returns to 
recognize industry risk in order to provide a fair return on invested 
capital was recognized as crucial.. . 

RESOLVED, That the National Association of Regulatory Utility 
Commissions (NARUC), convened in its July 2006 Summer 
Meetings in Austin, Texas, conceptually supports review and 
consideration of the innovative regulatory policies and practices 
identified herein as “best practices;” and be it further 

RESOLVED, That NARUC recommends that economic regulators 
consider and adopt as many as appropriate of the regulatory 
mechanisms identified herein as best practices.. . 

The water and wastewater utility industry also experiences lower relative 

depreciation rates. Lower depreciation rates, as one of the principal sources of 

internal cash flows for all utilities, mean that water and wastewater utility 

depreciation as a source of intemally-generated cash is far less than for electric, 

natural gas or telephone utilities. Water and wastewater utilities’ assets have 

longer lives and, hence, longer capital recovery periods. As such, water and 

wastewater utilities face greater risk due to inflation which results in a higher 

replacement cost per dollar of net plant than for other types of utilities. Water 

utilities experienced an average depreciation rate of 2.6% for 2007 with WSCK 
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experiencing a similar depreciation rate of 2.5% in 2007. In contrast, in 2007 the 

electric, combination electric and gas, natural gas or telephone industries, 

experienced average depreciation rates of 3.6%, 3.8%, 3.5% and 8.2%, 

respectively. 

In addition, as noted by Standard & Poor’s (S&P)’: 

Standard & Poor’s expects the already capital-intensive water 
utility industry to become even more so over the next several years. 
Due to the aging pipeline infrastructure and more stringent quality 
standards, the U.S. Environmental Protection Agency’s (EPA) 
foresees a need for $277 billion to upgrade and maintain U.S. 
water utilities through 2022, with about $185 billion going toward 
infrastructure improvements. In addition, about $200 billion will 
be needed for wastewater applications, which suggests increased 
capital spending to be a long-term trend in this industry. 

In line with these trends, many companies have announced 
aggressive capital spending programs. Forecast capital spending 
primarily focuses on infrastructure replacements and growth 
initiatives. Over the past five years, capital spending has been 
equivalent to about three times its depreciation expense. However, 
companies are now forecasting spending to be at or above four 
times depreciation expense over the intermediate term. For 
companies in regulatory jurisdictions that provide timely cost 
recovery for capital expenditures, the increased spending is likely 
to have a minimal effect on financial metrics and ratings. 
However, companies in areas without these mechanisms, earnings, 
and cash flow could be negatively affected by the increased 
spending levels, which over the longer term could harm a 
company’s overall credit profile. 

Due to the high level of capital spending, U.S. investor-owned 
water utilities do not generate positive fi-ee cash flow. This, 
coupled with the forecast increase in capital spending over the 
intermediate term, will require additional access to capital markets. 
We expect rated water companies to have enough financial 
flexibility to gain that access. Ratings actions shouldn’t result 
from this increased market activity because we expect companies 

Standard & Poor’s, Credit Outlook For US. Investor-Owned Water Utilities Should Remain Stable in 2008 (January 31, 
2008) 2,4. 
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to use a balanced financing approach, which should maintain debt 
near existing levels. 

Moody’s6 also notes that: 

We expect that the credit quality of the investor-owned 1J.S. water 
utilities will likely deteriorate over the next several years, due to 
ongoing large capital spending requirements in the industry. 
Larger capital expenditures facing the water utility industry result 
from the following factors: 

0 Continued federal and state environmental compliance 
requirements; 

0 Higher capital investments for constructing modern water 
treatment and filtration facilities; 

0 Ongoing improvement of maturing distribution and 
delivery infrastructure; and 
Heightened security measures for emergency preparedness 
designed to prevent potential terrorist acts. 

Given the overwhelming importance of protecting the public 
health, the water utility industry remains regulated by the federal 
and state regulatory agencies. As a result of this importance, the 
level of state regulators’ responsiveness is critical in enabling the 
water utilities to maintain their financial integrity. In addition, 
when utilities are permitted a fair rate of return and timely rate 
adjustments to reflect the costs of providing this essential service, 
they will be more able to implement the necessary safeguards to 
protect the public health. 

Also, both the Congressional Budgeting Office (CBO) and the 

Environmental Protection Agency (EPA) have addressed the necessary hture 

growth in water and wastewater utility infrastructure. In November 2002, the 

CBO published a study entitled, “Future Investment in Drinking Water and 

Wastewater Infrastructure” in which it concluded that7: 

__. ‘ Moody’s Investors Service, Global Credit Research, “Credit Risks and lncreasinv for U.S. Investor Owned Water Utilities’’, 
Special Comment (January 2004) 5. 

7 “Future Investment in k inking  Water and Wastewater Infrastructure”, The Congress of the United States - Congressional 
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CBO estimates that for the years 2000 to 2019, annual costs for 
investment will average between $1 1.6 billion and $20.1 billion 
for drinking water systems and between $13.00 billion and $20.9 
billion for wastewater sys t ems . 

These estimates, over the ten years ending 2019, total from $116.0 - 

$201.0 billion for drinking water systems and between $130.0 - $209.0 billion 

for wastewater systems, totaling $246.0 - $410.0 billion for the water and 

wastewater industry combined. 

Similarly, the EPA states the following’: 

EPA found that the total infrastructure need nationwide is $276.8 
billion for the 20-year period of January 2003 through December 
2022. With $183.6 billion in needs over the next 20 years, 
transmission and distribution projects represent the largest 
category of need. This result is consistent with the fact that 
transmission and distribution mains account for most of the 
nation’s water infrastructure. The other categories, in descending 
order of need, are: treatment, storage, source, and a miscellaneous 
category of needs called “other” that includes such items as 
security needs. 

In addition, the water utility industry, as well as the electric and natural 

gas utility industries, faces the need far increased funds to finance the increasing 

security costs required to protect the water supply and infrastructure from 

potential terrorist attacks in the post-September 1 1,2001 world. 

In view of the foregoing, it is clear that the water and wastewater utility 

industry’s high degree of capital intensity coupled with the need for substantial 

infrastructure capital spending and increased anti-terrorism and anti-bioterrorism 

security spending, requires regulatory support in the form of adequate and timely 

Budget Office (November 2002) ix. 

“Fact Sheet: “EPA’s 2003 Drinking Water Infrastructure Needs Survey and Assessment”, United States Environmental s 
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rate relief, as recognized by NARUC, so water and wastewater utilities will be 

able to successfully meet the challenges they face. 

Q. 

A. 

Does WSCK additional extraordinary business risk? 

Yes. WSCK’s smaller size as shown on page 3 of Schedule PMA-1, Le., total 

permanent capital of $4.235 million at fiscal year end 2007 relative to average 

total permanent capital of $662.565 million in 2007 for the proxy group of seven 

AUS TJtility Reports water companies, $1.449 billion for the proxy group of ten 

AUS Utility Reports natural gas distribution companies indicates greater relative 

business risk because all else equal, size has a bearing on risk. 

Q. 

A. 

Please explain why sue has a bearing on business risk. 

Smaller companies are simply less able to cope with significant events which 

affect sales, revenues and earnings. In general, as will be discussed in detail 

subsequently, the loss of revenues from a few larger customers, for example, 

would have a greater effect on a small company than on a much larger company 

with a larger customer base. In addition, the effect of extreme weather 

conditions, Le., prolonged droughts or extremely wet weather will have a greater 

effect upon a small operating water utility than upon the much larger, more 

geographically diverse holding companies. 

Another factor contributing to the risk effects of size include the fact that 

investors demand greater returns to compensate for a lack of marketability and 

Protection Agency, Office of Water, May 2005, p I 
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1 liquidity. Because WSCK is the regulated utility to whose rate base the 
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Commission’s ultimately allowed overall cost of capital and fair rate of return 

will be applied, the relevant risk reflected in the cost of capital must be that of 

WSCK, including the impact of its small size on common equity cost rate. Size 

is an important factor which affects common equity cost rate, and WSCK is 

significantly smaller than the average company in the proxy group based upon 

total investor-provided capital as shown below: 

Table 3 

2007 

Total Greater than Market Greater than 
Cauital(1) Comany Capitalization( 1 ) the Company 

Permanent Times Times 

($ millions) ($ Millions) 

Proxy Group of Seven 
AI JS Utility Reports 
Water Companies $662.565 156 .4~  $760.393 9 0 . 9 ~  

AUS Utility Reports 
Gas Distribution Cos. 1,448.561 342.0 1,407.909 172.2 

Proxy Group of Ten 

WSCK 4.235 8.364 (2) 
8.178 (3) 

(1) 
(2) 

(3) 

From Schedule PMA-1, page 3. 
Based upon the average market-to-book ratio of the proxy group of seven AUS Utility 
Reports water companies. 
Based upon the average market-to-book ratio of the proxy group of ten AUS Utility 
Reports natural gas distribution companies. 

Table 3 above also shows the results of my study of the market 

capitalization of the proxy group of seven AUS Utility Reports water companies 

and proxy group of ten AUS Utility Reports natural gas distribution companies. 

The results are shown on page 4 of Schedule PMA-1 which also summarizes the 

group’s average market capitalization as of January 2,2009. 

Because WSCK.’s common stock is not publicly traded, I have assumed 

that if it were publicly traded, the common shares would be selling at the same 

- 14- 



1 market-to-book ratio as the average market-to-book ratio for each proxy group, 

2 or 197.5% and 193.1%, respectively, on January 2, 2009. Hence, WSCK’s 

market capitalization is estimated at $8.364 million based upon the average 3 

market-to-book ratio of the seven water companies and $8.178 million based 4 

upon the average market-to-book ratio of the ten gas distribution companies. In 5 

contrast, the market capitalization of the average AUS Utility Reports water 6 

7 company was $760.393 million on January 2, 2009, or 90.9 times larger than 

8 WSCK’s estimated market capitalization and $1,407.909 billion for the average 

AUS Utility Reports natural gas distribution company, or 172.2 times larger than 9 

10 WSCK’s estimated market capitalization. It is conventional wisdom, supported 

11 by actual returns over time, that smaller companies tend to be more risky causing 

investors to expect greater returns as compensation for that risk. 12 

13 

14 Q. Does the financial literature affirm a relationship between sue and common 

15 equity cost rate? 

A. Yes. Brigham9 states: 16 

A number of researchers have observed that portfolios of small- 
firms have earned consistently higher average returns than those of 
large-firms stocks; this is called “small-firm effect.” On the 
surface, it would seem to be advantageous to the small firms to 
provide average returns in a stock market that are higher than those 
of larger firms. In reality, it is bad news for the small firm; what 
the small-firm eflect means is that the capital market demands 
higher returns on stocks of small firms than on otherwise similar 
stocks of the largefirms. (italics added) 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

~ 

Eugene F. Brigham, Fundamentals of Financial Management, Fifth Edition (The k y d e n  Press, 1989) 623.  
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Q. 

A. 

V. FINANCIAL RISK 

Please define financial risk and explain why it is important to the 

determination of a fair rate of return. 

Financial risk is the additional risk created by the introduction of senior capital, 

i.e., debt and preferred stock, into the capital structure. In other words, the higher 

the proportion of senior capital in the capital structure, the higher the financial 

risk. 

Utilities formerly were considered to have much less business risk in 

comparison to unregulated enterprises, and, as a result, a larger percentage of 

debt capital was acceptable to investors. 

In November 2007, S&P published its electric, gas, and water utility 

ratings rankings lists in a framework consistent with the manner in which it 

presents is rating conclusions across all other corporate sectors. As S&P stated”: 

Incorporating utility ratings into a shared framework to 
communicate the fundamental credit analysis of a company 
furthers the goals of transparency and comparability in the 
ratings process. 

* * *  

The utilities rating methodology remains unchanged, and the 
use of the corporate risk matrix has not resulted in any 
changes to ratings or outlooks. The same five factors that 
we analyzed to produce- a business risk score in the familiar 
10-point scale are used in determining whether a utility 
possesses an “Excellent,” “Strong,” “Satisfactory,” “Weak,” 
or “Vulnerable” business risk profile. 

Pages 1 through 9 of Schedule PMA-2 describe the utility bond rating 

Standard & Poor’s - Ratings Direct - “lJ.S. Utilities Ratings Analysis Now Pomayed In The S&P 
Corporate Ratings Matrix” (November, 30,2007) 2. 

IO 
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process. S&P’s new business risk/financial risk matrix is shown in Table 1 on 

page 11 of Schedule PMA- 2, while financial risk indicative ratios for utilities are 

shown in Table 2 on page 12. Notwithstanding the metrics published in Table 2, 

S&P states: 

Note that even after we assign a company a business risk and a 
financial risk, the committee does not arrive by rote at a rating 
based on the matrix. The matrix is a guide - it is not intended to 
convey precision in the ratings process or reduce the decision to 
plotting intersections on a graph. 

As shown on Schedule PMA-10, page 2, the average S&P bond rating 

(issuer credit rating), business risk profile and financial risk profile of the seven 

AUS Utility Reports water companies is A (A), Excellent and Intermediate, 

while the average for the ten AUS Utility Reports natural gas distribution 

companies are A (A), Excellent and Intermediate as well. 

Nevertheless, can one still measure the combined business risks, Le., 

investment risk of an enterprise using bond ratings and credit ratings? 

Yes, similar bond ratingshssue credit ratings reflect similar combined business 

risks, i.e., total risk. Although the specific business or financial risks may differ 

between companies, the same bond rating indicates that the combined risks are 

similar as the bond rating process reflects acknowledgment of all diversifiable 

business and financial risks in order to assess credit quality or credit risk. For 

example, S&P expressly indicates that the bond rating process encompasses a 

qualitative analysis of business and financial risks (see pages 3 through 9 of 

Schedule PMA-2). While not a means by which one can specifically quantify the 
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differential in common equity risk between companies, the bond (credit) rating 

provides a usekl means to compare/differentiate investment risk between 

companies because it is the result of a thorough and comprehensive analysis of 

all diversifiable business risks, i.e., investment risk. 

VI. WATER SERVECE CORPORATION OF KENTUCKX 

Q. 

A. 

Have you reviewed financial data for WSCK? 

Yes. Incorporated in 2002, WSCK provides water service to approximately 

8,000 customers in Hickman and Bell Counties. WSCK is a wholly-owned 

subsidiary of Utilities, Inc. Thus, the Company’s common stock is not publicly 

traded. 

VII. PROXY GROUPS 

. Please explain how you chose the proxy group of seven AUS Utility Reports 

water companies. 

The basis of selection for the proxy group of seven AUS Utility Reports water 

companies were those companies which meet the following criteria: 1) they are 

included in the Water Company Group of AUS Utility Reports (January 2009); 

2) they have Value Line or Reuters consensus five-year EPS growth rate 

projections; 3) they have a Value Line adjusted beta; 4) they have not cut or 

omitted their common dividends during the five years ending 2007 or through the 

time of the preparation of this testimony; 5 )  they have 60% or greater of total net 

operating income derived from and 60% or greater of total assets devoted to 

A. 
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23 

regulated water operations; and 5) which, at the time of the preparation of this 

testimony, had not publicly announced that they were involved in any major 

merger or acquisition activity. 

Please describe Schedule PMA-3. 

Schedule PMA-3 contains comparative capitalization and financial statistics for the 

seven AUS Utility Reports water companies for the years 2003 through 2007. Page 

1 contains a summary of the comparative data for the years 2003-2007. Page 2 

contains notes relevant to page 1, as well as the basis of selection and names of the 

individual companies in the proxy group, while page 3 contains the capital 

structure ratios based upon total permanent capital (excluding short-term debt) by 

company and on average for the years 2003-2007. 

During the five-year period ending 2007, the historically achieved average 

earnings rate on book common equity for this group averaged 9.27%. The average 

common equity ratio based upon total permanent capital was 50.56% for the five- 

years ending 2007, while the five-year average dividend payout ratio was 64.49%. 

Coverage of interest charges, excluding all AFUDC from funds from 

operations for the years 2003-2007 ranged between 3.74 and 4.29 times and 

averaging 4.05 times, while funds from operations relative to total debt ranged 

from 16.49% to 20.74% averaging 18.86%. 

Please explain how you chose the proxy group of ten AUS Utility Reports 

natural gas distribution companies. 
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Because of the small number of publicly traded water companies available for use 

as proxies for WSCK as well as the limited availability of comprehensive 

marketability for those companies, I have also utilized a proxy group of gas 

distribution companies. Like water companies, these gas distribution Companies 

deliver a commodity, i.e., natural gas to customers through a similar distribution 

system. The basis of selection for the proxy group of ten AUS Utility Reports 

natural gas distribution companies was to include those companies which meet the 

following criteria: 1) they are included in the Natural Gas Distribution and 

Integrated Gas Company Group of AUS Utility Reports (January 2009); 2) they 

have Value Line or Reuters consensus five-year EPS growth rate projections; 3) 

they have a Value Line adjusted beta; 4) they have not cut or omitted their common 

dividends during the five years ending 2007 or to the time of the preparation of this 

testimony; 5) they have 60% or greater of total net operating income derived from 

and 60% or greater of total assets devoted to regulated gas distribution operations 

and 6 )  which, at the time of the preparation of this testimony, had not publicly 

announced that they were involved in any major merger or acquisition activity. 

Please describe Schedule PMA-4. 

Schedule PMA-4 contains comparative capitalization and financial statistics far the 

ten AUS TJtility Reports natural gas distribution companies for the years 2003 

through 2007. Page 1 contains a summary of the comparative data for the years 

2003-2007. Page 2 contains notes relevant to page 1, as well as the basis of 

selection and names of the individual companies in the proxy group, while Page 3 
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contains the capital structure ratios based upon total permanent capital (excluding 

short-term debt) by company and on average for the years 2003-2007. 

During the five-year period ending 2007, the historically achieved average 

earnings rate on book common equity for this group averaged 12.08%. The five- 

year period ending 2007 average common equity ratio based upon permanent 

capital was 52.18%, while the five-year average dividend payout ratio was 63.3 1 %. 

Coverage of interest charges, excluding all AFUDC from funds from 

operations for the years 2003-2007 ranged between 4.18 and 5.53 times and 

averaged 4.84 times during the five-year period, while funds from operations 

relative to total debt ranged from 18.77% to 21.63% and averaged 20.35% during 

the five-year period. 

VIII. C O M M O ~  EQUITY COST 

A. The Efficient Market Hvpothesis (EMH) 

Q. Are the cost of common equity models you use market-based models, and 

hence based upon the EMH? 

Yes. The DCF model is market-based in that market prices are utilized in 

developing the dividend yield component of the model. The RPM is market-based 

in that the bond ratings and expected bond yields used in the application of the 

RPM reflect the market’s assessment of risk. In addition, the use of betas to 

determine the equity risk premium also reflects the market’s assessment of risk as 

betas are derived from regression analyses of market prices. The CAPM is market- 

based for many of the same reasons that the RPM is market-based i.e., the use of 

A. 
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expected bond (Treasury bond) yields and betas. The CEM is market-based in that 

the process of selecting the comparable risk non-utility companies is based upon 

statistics which result from regression analyses of market prices. Therefore, all the 

cost of common equity models I utilize are market-based models, and hence based 

upon the EMH. 

Q. 

A. 

Please describe the conceptual basis of the EMH. 

The EMH, which is the foundation of modern investment theory, was pioneered by 

Eugene F. Fama” in 1970. An efficient market is one in which security prices 

reflect all relevant information all the time. This implies that prices adjust 

instantaneously to new information, thus reflecting the intrinsic fundamental 

economic value of a security. * 
As noted by Brealey and Myers, the generally accepted “semistrong” form 

of the EMH asserts that all publicly available information is fully reflected in 

securities prices, i.e., fundamental analysis cannot enable an investor to “out- 

perform the market” is generally held to be true because the use of insider 

infarmation often enables investors to “outperform the market” and earn excessive 

returns. This means that all perceived risks are taken into account by investors in 

the prices they pay for securities. Investors are aware of all publicly-available 

information, including bond ratings, discussions about companies by bond rating 

agencies and investment analysts as well as the various cost of common equity 

-___I 

Fama, Eugene E., “Efficient Capital Markets: A Review of Theory and Empirical Work” (Journal of Finance, May 1970) 
383-41 7. 
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methodologies (models) discussed in the financial literature. In an attempt to 

emulate investor behavior, no single common equity cost rate model should be 

relied upon exclusively in determining a cost rate of common equity and the results 

of multiple cost of common equity models should be taken into account. 

In addition, there is substantial support in the academic literature for the need to 

rely upon more than one cost of common equity model in arriving at a 

recommended common equity cost rate. 

In view of the foregoing, it is clear that investors are or should be aware of 

all of the models available for use in determining a common equity cost rate. The 

EMH requires the assumption that, collectively, investors consider them all. 

B. Discounted Cash Flow Model CDCF) 

Q. 

A. 

What is the theoretical basis of the DCF model? 

‘The theory of the DCF model is that the present value of an expected hture stream 

of net cash flows during the investment holding period can be determined by 

discounting the cash flows at the cost of capital, or the capitalization rate. DCF 

theory suggests that an investor buys a stock for an expected total return rate which 

is derived from cash flows received in the form of dividends plus appreciation in 

market price (the expected growth rate). Thus, the dividend yield on market price 

plus a growth rate equals the capitalization rate, i.e., the total return rate expected 

by investors. 

’’ Morin, Roger A., New Rewlatorv Finance (Public Utility Reports, Inc., 2006) 279-281 

- 23 - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q 

A. 

Which version of the DCF model do you use? 

I utilize the single-stage constant growth model because in my experience as an 

expert rate of return witness it is the most widely utilized version of the DCF used 

in public utility rate regulation. In my opinion, it is widely utilized because 

utilities are generally in the mature stage of their lifecycles and not in transition 

stage to another. This is especially true for water utilities. Thus, there is no basis 

for using multi-stage growth versions of the DCF model. Hence, in the current 

proceeding, the constant growth model is most appropriate. 

Q. Please describe the dividend yield you used in your application of the 

model. 

The unadjusted dividend yields are based upon an average of a recent spot date 

(January 2, 2009) as well as an average of the three months ended December 31, 

2008, respectively, which are derived on Schedule PMA-6. The average 

unadjusted yield is 3.55% and the median unadjusted yield is 2.93% for the seven 

AUS Utility Reports water companies and 3.92% and 3.48%, respectively, for the 

ten AUS Utility Reports natural gas distribution companies. 

A. 

Q. Please explain the dividend growth component shown on Schedule 

column 2. 

Because dividends are paid quarterly, or periodically, as opposed to continuously A. 

(daily), an adjustment to the dividend yield must be made. This is often referred to 

as the discrete, or the Gordon Periodic, version of the DCF model. 
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Since the various companies in the proxy groups increase their quarterly 

dividend at various times during the year, a reasonable assumption is to reflect one- 

half the annual dividend growth rate in the D1 expression, or DID. This is a 

conservative approach which does not overstate the dividend yield which should be 

representative of the next twelve-month period. Therefore, the actual average 

dividend yields in Column 1 on Schedule PMA-5 have been adjusted upward to 

reflect one-half the growth rates shown in Column 4. 

Q. Please explain the basis of the growth rates of the proxy groups which you use 

in your application of the DCF model. 

Schedule PMA-7 shows that approximately 54% of the common shares of the 

seven AUS Utility Reports water companies and 47% of the common shares of the 

ten AUS Utility Reports natural gas distribution companies are held by individuals 

as opposed to institutional investors. Individual investors are particularly likely to 

place great significance on the opinions expressed by financial information 

services, such as Value Line and Reuters, which are easily accessible and/or 

available on the Internet. 

A. 

Forecasts by analysts, including Value Line, are typically limited to five 

years. In my opinion, investors in water utilities would have little interest in 

historical growth rates beyond the most recent five years because an historical five- 

year period balances the five-year period for projected growth rates. Consequently, 

the use of five-year historical and five-year projected growth rates in earnings per 

share (EPS) and dividends per share (DPS) as well as the sum of internal and 
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external growth in per share value (BR + SV) is appropriate to consider in the 

determination of a growth rate for use in this application of the DCF model. In 

addition, investors realize that analysts have significant insight into the dynamics 

of the industries and they analyze individual companies as well as companies' 

abilities to effectively manage the effects of changing laws and regulations. 

Consequently, I have reviewed analysts' projected growth in EPS, as well as 

historical and projected five-year compound growth rates in EPS, DPS and (BR + 

SV) for each company in the proxy groups. Because the gas distribution industry 

has been partially deregulated, it is my opinion that investors rely upon forecasted 

EPS growth rates when arriving at their required return on common equity for gas 

distribution companies. Therefore, for these companies, I will rely exclusively 

upon forecasted growth rates in EPS in my application of the DCF. However, for 

the water companies, because the industry has not experienced the deregulation 

experienced by the gas distribution companies, I will also rely upon historical 

growth rates in my application of the DCF. The historical growth rates are from 

Value Line or are calculated in a manner similar to Value Line, while the projected 

growth rates in earnings are from Value Line and Reuters forecasts. Reuters 

growth rate estimates are not available for DPS and internal growth, and they do 

not include the Value Line projections. 

All of these growth rates are summarized for the companies in the proxy 

groups on page 1, Schedule PMA-8. Supporting growth rate data are detailed on 

pages 2 through 7 of Schedule PMA-8, while pages 8 through 24 contain all of the 

most current Value Line Investment Survey data for the companies in the two 
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proxy groups. 

Q. 

A. 

Please summarize the DCF model results. 

As shown on Schedule PMA-5, the result of the application of the single-stage 

DCF model is 11.90% using the average and 10.90% when using the median 

value of the seven AUS Utility Reports water companies results. As also shown 

on Schedule PMA-5, the results of the application of the single-stage DCF model 

is 9.55% using the average and 9.82% when using the median value of the ten 

AUS Utility Reports natural gas distribution companies’ result. In arriving at 

conclusions of indicated common equity cost rate for the proxy groups, I have 

relied upon the median of the results of the DCF. I utilize the median due to the 

wide range of DCF results as well as the currently extremely volatile capital 

market conditions. In my opinion, the median is a more accurate and reliable 

measure of central tendency, and provides recognition to all the DCF results. 

In view of the foregoing, as shown on Schedule PMA-5 the indicated 

common equity cost rate based upon the application of the DCF model is 

10.90% for the seven AUS Utility Reports water companies and 9.82% for the 

ten AUS Utility Reports natural gas distribution companies. 

C. The Risk Premium Model (RPM) 

Q. 

A. 

Please describe the theoretical basis of the RPM. 

Risk Premium theory indicates that the cost of common equity capital is greater 

than the prospective company-specific cost rate for long-term debt capital. In 
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other words, the cost of common equity equals the expected cost rate for long- 

term debt capital plus a risk premium to compensate common shareholders for 

the added risk of being unsecured and last-in-line for any claim on the 

corporation’s assets and earnings. 

Q. Nave you performed RPM analyses of common equity cost rate for the 

proxy groups? 

Yes. The results of my application of the RPM are summarized on page 1 of 

Schedule PMA- 9. The first step is to determine the expected bond yield. 

A. 

Q. Please explain the basis of the expected bond yields of 6.43% and 6.77% 

applicable to the average company in each proxy group, respectively. 

Because the cost of common equity is prospective, a prospective yield on 

similarly-rated long-term debt is essential. As shown on Schedule PMA-9, page 

2, although based upon only one water company, the average Moody’s bond 

rating is A2 for the seven AUS Utility Reports water companies while the 

average Moody’s bond rating is A3 for the ten AUS Utility Reports natural gas 

distribution companies. I relied upon a consensus forecast of about 50 

economists of the expected yield on Aaa rated corporate bonds for the six 

calendar quarters ending with the second calendar quarter of 2010 as derived 

from the January 1, 2009 Blue Chip Financial Forecasts (shown on page 7 of 

Schedule PMA-9). As shown on Line No. 1 of page 1 of Schedule PMA-9, the 

average expected yield on Moody’s Aaa rated corporate bonds is 5.23%. It is 

A. 
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necessary to adjust that average yield to be equivalent to a Moody’s A2 rated 

public utility bond. Consequently, an adjustment to the average prospective yield 

on Aaa rated corporate bonds of 1.20% was required. It is shown on Line No. 2, 

page 1 of Schedule PMA-9 and explained in Note 2 at the bottom of the page. 

After adjustment, the expected bond yield applicable to a Moody’s A rated public 

utility bond is 6.43% as shown on Line No. 3, page 1 of Schedule PMA-9. 

Because the proxy group of seven AUS Utility Reports water companies 

average Moody’s bond rating is A2, no adjustment is necessary to make the 

prospective bond yield applicable to an A2 public utility bond. However, 

because the average Moody’s bond rating of the proxy group of ten AUS Utility 

Reports natural gas distribution companies is A3, an adjustment of 34 basis 

points (0.34%) is necessary to make the prospective bond yield applicable to an 

A3 public utility bond. Therefore, the expected specific bond yields is 6.43% for 

the proxy group of water companies and 6.77% for the proxy group of gas 

distribution companies. 

. 
A. 

Please explain the method utilized to estimate the equity risk premium. 

I evaluated the results of two different historical equity risk premium studies, as 

well as Value Line’s forecasted total annual market return in excess of the 

prospective yield on high grade corporate bonds, as detailed on pages 5,  6 and 8 

of Schedule PMA-9. As shown on Line No. 3, page 5, the mean equity risk 

premium is 5.43% applicable to the proxy goup of seven AUS TJtility Reports 

water companies and 4.50% applicable to the proxy group of ten AUS Utility 
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Reports natural gas distribution companies. These estimates are the result of an 

average of a beta-derived historical equity risk premium exclusively as will be 

discussed subsequently as well as the mean historical equity risk premium 

applicable to public utilities with bonds rated A based upon holding period 

returns. 

The basis of the beta-derived equity risk premia applicable to the proxy 

groups is shown on page 6 of Schedule PMA-9. The beta-determined equity risk 

premium should receive substantial weight because betas are derived from the 

market prices of common stocks over a recent five-year period. Beta is a 

meaningful measure of prospective relative risk to the market as a whole and is a 

logical means by which to allocate a relative share of the market’s total equity 

risk premium. 

The total market equity risk premium utilized is 6.20% and is based 

exclusively upon the long-term historical market risk premium after a review of 

both the long-term historical and forecasted market risk premia. Because it is my 

opinion that the current and recent substantial volatility in the stock market is 

extraordinary and not representative of the expected long-term, neither is the 

current forecasted market risk premium as shown on page 6 of Schedule PMA-9. 

To derive the historical market equity risk premium, I used the most recent 

Morningstar” data on holding period returns for the S&P 500 Composite Index 

and the average historical yield on Moody’s Aaa and A rated corporate bonds for 

the period 1926-2007. The use of holding period returns over a very long period 

’’ Morningstar, Inc. acquired fbbotson Associates in 2006. 
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of time is useful in the beta approach because it is consistent with the long-term 

investment horizon presumed by the DCF model. 

Consequently, the long-term arithmetic mean total return rates on the 

market as a whole of 12.30% and the long-term arithmetic mean yield on 

corporate bonds of 6.10% were used, as shown at Line Nos. 1 and 2 of page 6 of 

Schedule PMA-9. As shown an Line No. 3 of page 6, the resultant long-term 

historical equity risk premium on the market as a whole is 6.20%. 

I used arithmetic mean return rates and yields (income returns) because 

they are appropriate for cost of capital purposes as noted in the Ibbotson SBBI - 

2008 Valuation Yearbook. 

The arithmetic mean provides insight into the variance and standard 

deviation of returns as it captures the prospect for variance in returns and equity 

risk premiums, thus providing the valuable insight needed by investors to 

estimate future risk when making a current investment. Absent such valuable 

insight into the potential variance of returns, investors cannot meaningfblly 

evaluate prospective risk. If investors alternatively relied upon the geometric 

mean of ex-post spreads, they would have no insight into the potential variance 

of future retums because the geometric mean relates the change over many 

periods to a constant rate of change, thereby obviating the year-to-year 

fluctuations, or variance, critical to risk analysis. 

The basis of the forecasted market equity risk premium can be found on 

Line Nos. 4 through 6 on page 6 of Schedule PMA-9. It is derived from an 

average of the most recent 3-month (using the months of October 2008 through 
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December 2008) and a recent spot (January 9, 2009) median market price 

appreciation potentials by Value Line as explained in detail in Note 1 on page 3 

of Schedule PMA-10. The average expected price appreciation is 249% which 

translates to 25.62% per annum and, when added to the average (similarly 

calculated) dividend yield of 3.30% equates to a forecasted annual total return 

rate on the market as a whole of 289.2%. Thus, this methodology is consistent 

with the use of the 3-month and spot dividend yields in my application of the 

DCF model. To derive the forecasted total market equity risk premium of 

23.69% shown on Schedule PMA-9, page 6, Line No. 6, the January 1, 2009 

forecast of about 50 economists of the expected yield on Moody’s Aaa rated 

corporate bonds for the six calendar quarters ending with the second calendar 

quarter 2010 of 6.03% from Blue Chip Financial Forecasts was deducted from 

the Value Line total market return of 30.16%. The calculation resulted in an 

expected market risk premium of 23.69%. 

However, because I believe the current and recent substantial volatility 

in the stock market is extraordinary and not representative of the expected long- 

term, in this instance, I will not rely upon the forecasted market equity risk 

premium but rather, will rely upon this historical long-term arithmetic market 

equity risk premium of 6.20%. 

On page 9 of Schedule PMA-9, the most current Value Line betas for the 

companies in the proxy groups are shown. Applying the median beta of the 

proxy group, consistent with my reliance upon the median DCF results as 

previously discussed, to the market equity risk premium of 6.20% results in a 
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beta adjusted equity risk premium of 6.20% for the proxy group of seven AIJS 

Utility Reports water companies and 4.34% for the proxy group of ten AUS 

Utility Reports natural gas distribution companies as shown on Schedule PMA- 

9, page 6, Line No. 9. 

A mean equity risk premium of 4.65% applicable to companies with A 

rated public utility bonds was calculated based upon holding period returns from 

a study using public utilities, as shown on Line No. 2, page 5 of Schedule PMA- 

9, and detailed on page 8 of the same schedule. 

The equity risk premia applicable to the proxy group of seven AUS 

Utility Reports water companies and ten AUS Utility Reports natural gas 

distribution companies are the averages of the beta-derived premia and that based 

upon the holding period returns of public utilities with A rated bonds, as 

summarized on Schedule PMA-9, page 5, i.e., 5.43% and 4.50%, respectively. 

. 
A. 

What are the indicated RPM common equity cost rates? 

They are 11.86% for the seven AlJS Utility Reports water companies and 

11.27% for the ten AUS Utility Reports natural gas distribution companies as 

shown on Schedule PMA-9, page 1. 

D. The Capital Asset PricinP Model (CAPM) 

Q. 

A. 

Please explain the theoretical basis of the CAPM. 

CAPM theory defines risk as the covariability of a security's returns with the 

market's returns. This covariability is measured by beta ("p"), an index measure 
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of an individual security's variability relative to the market. A beta less than 1 .O 

indicates lower variability while a beta greater than 1.0 indicates greater 

variability than the market. 

The CAPM assumes that all other risk, i.e., all non-market or 

unsystematic risk, can be eliminated through diversification. The risk that cannot 

be eliminated through diversification is called market, or systematic, risk. The 

CAPM presumes that investors require compensation for risks that cannot be 

eliminated through diversification. Systematic risks are caused by 

macroeconomic and other events that affect the returns on all assets. Essentially, 

the model is applied by adding a risk-free rate of return to a market risk premium. 

This market risk premium is adjusted proportionately to reflect the systematic 

risk of the individual security relative to the market as measured by beta. The 

traditional CAPM model is expressed as: 

Return rate on the common stock - - Where: RS 

- Risk-free rate of return Rf - 

Return rate on the market as a whole - - Rnl 

P = Adjusted beta (volatility of the security 
relative to the market as a whale) 

Numerous tests of the CAPM have canfinned its validity. These tests 

have measured the extent to which security returns and betas are related as 

predicted by the CAPM. However, Morin observes that while the results support 

the notion that beta is related to security returns, it has been determined that the 
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empirical Security Market Line (SML) described by the CAPM formula is not as 

steeply sloped as the predicted SML. MorinI4 states: 

With few exceptions, the empirical studies agree that ... low- 
beta securities earn returns somewhat higher than the CAPM 
would predict, and high-beta securities earn less than predicted. 

* * *  

Therefore, the empirical evidence suggests that the expected 
return on a security is related to its risk by the following 
approximation: 

where x is a fiaction to be determined empirically. The value of 
x that best explains the observed relationship Return = 0.0829 + 
0.0520 0 is between 0.25 and 0.30. If x = 0.25, the equation 
becomes: 

K =: RF + 0.25(R~ - RF) + 0.75 ~ ( R M  - RF)” 

In view of theory and practical research, I have applied both the 

traditional CAPM and the empirical CAPM to the companies in the proxy group 

and averaged the results. 

25 

26 Q. Please describe your selection of a risk-free rate of return. 

27 A. As shown at the top of column 3 on page 2 of Schedule PMA-10, the risk-free 

28 rate adopted for both applications of the CAPM is 4.29%. It is based upon the 

29 average consensus forecast of the reporting economists in the January 1, 2008 

30 Blue Chip Financial Forecasts as shown in Note 2, page 3, of the expected yields 

l4 Morin 175. 

Is  Morin 190. 
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on 30-year U.S. Treasury bonds for the six quarters ending with the second 

calendar quarter 2010 averaged with the long-term historical arithmetic mean 

income return on long-term U.S. Government Securities, 5.20% as derived in 

Note 2 on page 3 of Schedule PMA- 10. 

Q. Why is the prospective yield on long-term U.S. Treasury Bonds appropriate 

for use as the risk-free rate? 

The yield on long-term T-Bonds is almost risk-free and its term is consistent with 

the long-term cost of capital to public utilities measured by the yields on A rated 

public utility bonds, and is consistent with the long-term investment horizon 

inherent in utilities’ common stocks. Therefore, it is consistent with the long- 

term investment horizon presumed in the standard DCF model employed in 

regulatory ratemaking. 

A. 

Hence, the average expected yield on 30-year Treasury Bonds is the 

appropriate proxy for the risk-free rate in the CAPM because it is less volatile 

than yields on Treasury Bills, is almost risk-free and is consistent with the long- 

term investment horizon implicit in common stocks. 

However, in this proceeding I will average the average consensus 

forecast of the expected yield on 30-year U.S. Treasury bonds of 3.38% with the 

long-term historical arithmetic mean income return on long-term U.S. 

Government Securities of 5.20%, or 4.29% as derived in Note 2 on page 3 of 

Schedule PMA-10. Typically I would rely exclusively upon the consumer 

forecast of the yield on 30-year U.S. Treasury bonds as ratemaking and the cost 
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1 of capital are both prospective in nature. However, these are not typical times for 

the U.S. Treasury securities market. Barron’s reported on January 5 ,  200916 2 

yields on U.S. Treasuries “have plunged to some of the lowest levels since the 3 

4 1940s as investors, fearful of a sustained economic downturn and potential 

deflation have rushed to purchase govemment-issued debt.” In addition, 5 

Barron’s quoted Jim Paulsen, chief investment strategist at Wells Capital 6 

7 Management in Minneapolis: “The only part of the bond market that you need to 

be bearish on is Treasuries. The other sectors are attractively priced.” Also 8 

Barron’s quotes David Rosenberg of Merrill Lynch who notes that “the current 9 

10 recession resembles the vicious downturns prior to World War II more than the 

mild downturns since. The credit crisis are what Rosenberg calls “imploding” 11 

household net worth in the US .  are apt to make it linger through 2009, when the 12 

13 economy could contract 3% in real terms, and perhaps in 20 10. 

The January 1, 2009 Hue Chip Financial Forecast notes on page 1 that: 14 

With effective adoption of a zero interest rate policy (ZDRP) 
and quantitative easing, the Fed has put a gun to the head of 
investors in an attempt to fi-og-march them out the yield and 
credit-risk curve. The Fed’s pledge to keep the funds rate near 
zero for an extended period is intended, via the carry track, to 
exert downward pressure on Treasury notes and bond yields 
and flatten the yield curve. The 30-year Treasury yield already 
has dropped to its lowest level since issuance began in the mid- 
1970s. 

* * *  

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

The recession will last through at least the first half of 2009 
followed by a tepid recovery in the second half. 

* * *  

16 httD://online.barrons.codarticle Drint/SB 1 230940294 1 5750267.html?mod=noonlenews_ba. 1 /5/2009. 
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About 60% of our panelists believe the FOMC will refrain 
from raising interest rates prior to the end of 2009. 
Nonetheless, exactly the same percentage thinks the treasury 
market is experiencing a bubble. 

The depth of the current economic crisis remains uncertain, with any 

rebound, however slight, is not expected to begin until the second half of 2009 at 

the earliest. In addition, it is clear that the recent low level of long-term U.S. 

Treasury yields is unprecedented. In my opinion, the average consensus forecast 

of the expected yield on 30-year U.S. Treasury bonds is also unprecedented as 

evidenced by Blue Chip consensus forecasted yield on 30-year U.S. Treasury 

bonds for the first quarter 2009 is 2.9% as shown on page 7 of Schedule PMA-9 

rising to 4.0%, or approximately 38%, by the second quarter 2010. 

In view of the foregoing, in the instant proceeding, I will average the 

consensus forecasted yield 30-year U.S. Treasury securities of 3.38% with the 

long-term arithmetic mean income return on long-term U.S. Treasury securities 

of 5.2% as derived in Note 2 on Schedule PMA-10, or 4.29%. 

. Please explain the estimation of the expected equity risk premium for the 

market. 

After estimating the investors' expected total return rate for the market, I subtract 

the expected risk-free rate to arrive at an expected equity risk premium for the 

market, some proportion of which must be allocated to the companies in the 

proxy group through the use of beta. As a measure of risk relative to the market 

as a whole, beta is an appropriate means by which to apportion the market risk 

A. 
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premium to a specific company or group. The total market equity risk premium 

utilized was 7.1% and, in this instance, is based upon the long-term historical 

market risk premia because, in my opinion, the current and recent substantial 

volatility in the stock market is extraordinary and not representative of the 

expected long-term. 

The basis of the projected median market equity risk premium is 

explained in detail in Note 1 on page 3 of Schedule PMA-10. As previously 

discussed, it is derived from an average of the mast recent 3-month (using the 

months of October 2008 through December 2008) and a recent spot (January 2, 

2009) 3 - 5 year median total market price appreciation projections from Value 

Line, and the long-term historical average from Morningstar. The appreciation 

projections by Value Line plus average dividend yield equate to a forecasted 

annual total return rate on the market of 28.92%. The long-term historical return 

rate of 12.30% on the market as a whole is from the Ibbotson SBBI - 2008 

Valuation Yearbook. In each instance, the relevant risk-free rate was deducted 

from the total market return rate. For example, from the Value Line projected 

total market return of 28.92%, the forecasted average risk-free rate of 3.38% was 

deducted indicating a forecasted market risk premium of 25.54%. From the 

Ibbotson Associates' long-tem historical total return rate of 12.30%, the long- 

term historical income return rate on long-term U.S. Government Securities of 

5.20% was deducted indicating an historical equity risk premium of 7.10%. 

Thus, the average of the projected and historical total market risk premia of 

25.54% and 7.10%, respectively, is 16.32%. However, as stated previously, I 
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Q9 

A. 

Q. 

will rely upon the historical market equity risk premium of 7.10%. 

What are the results of your application of the traditional and empirical 

CAPM to the proxy group? 

As shown on Schedule PMA-10, Line No. 1 of page 1, the traditional CAPM 

cost rate is 11.39% for the proxy group of seven AUS Utility Reports water 

companies and 9.26% for the proxy group of ten AUS Utility Reports natural gas 

distribution companies. And, as shown on Line No. 2 of page 1, the empirical 

CAPM cost rate is 11.39% for the seven AUS Utility Reports water companies 

and 9.79% for the ten gas distribution companies. The traditional and empirical 

CAPM cost rates are shown individually by company on page 2 of Schedule 

PMA-IO. As with the DCF results discussed previously, and for the same 

reasons, namely the wide range of results and the current extremely volatile 

capital markets, I rely upon the median results of the traditional CAPM and 

ECAPM for the proxy group. As shown on Line No. 3 on page 1, the CAPM 

cost rate applicable to the proxy group of seven ATJS Utility Reports water 

companies is 1 1.39%, while the CAPM cost rate applicable to the proxy group of 

ten AUS Utility Reports natural gas distribution companies is 9.53% based upon 

the traditional and empirical CAPM. 

E. Comparable Earnings Model (CEM) 

Please describe your application of the comparable earnings model and how 

it is used to determine common equity cost rate. 
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A. My application of the CEM is summarized on Schedule PMA-11 which consists 

of thirteen pages. Pages 1 through 6 show the CEM results for the proxy group 

of seven AUS Utility Reports water companies and page 7 shows the CEM 

results for the proxy group of ten AUS Utility Reports natural gas distribution 

companies. Supporting data are shown on pages 8 through 12 and page 13 

contains notes related to pages 1 through 12. 

The comparable earnings approach is derived fiom the "corresponding 

risk" standard of the landmark cases of the U.S. Supreme Court. Therefore, it is 

consistent with the Hope doctrine that the return to the equity investor should be 

commensurate with returns on investments in other firms having corresponding 

risks. 

The CEM is based upon the fundamental economic concept of 

opportunity cost which maintains that the true cast of an investment is equal to 

the cost of the best available alternative use of the funds to be invested. The 

opportunity cost principle is also consistent with one of the fundamental 

principles upon which regulation rests: that regulation is intended to act as a 

surrogate for competition and to provide a fair rate of return to investors. 

The CEM is designed to measure the returns expected to be earned on 

the book comrnon equity, in this case net worth, of similar risk enterprises. Thus, 

it provides a direct measure of return, since it translates into practice the 

competitive principle upon which regulation rests. In my opinion, it is 

inappropriate to use the achieved returns of regulated utilities of similar risk 

because to do SO would be circular as achieved returns are a function of 
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authorized ROES and inconsistent with the principle of equality of risk with non- 

price regulated firms. 

The difficulty in application of the CEM is to select a proxy group of 

companies which are similar in risk, but are not price regulated utilities. 

Consequently, the first step in determining a cost of common equity using the 

comparable earnings model is to choose an appropriate proxy group or groups of 

non-price regulated firms. The proxy group(s) should be broad-based in order to 

obviate any company-specific aberrations. As stated previously, utilities need to 

be eliminated to avoid circularity since the returns on book common equity of 

utilities are substantially influenced by regulatory awards and are therefore not 

representative of the returns that could be earned in a truly competitive market. 

lease describe your application of the CEM. 

A. My application of the CEM is market-based in that the selection of non-price 

regulated firms of comparable risk is based upon statistics derived from the 

market prices paid by investors. 

I have chosen two proxy groups of domestic, non-price regulated firms 

to reflect both the systematic and unsystematic risks of the proxy groups of seven 

AUS Utility Reports water companies and ten AUS Utility Reports natural gas 

distribution companies, respectively. The proxy group of two hundred non- 

utility companies similar in risk to the proxy group of seven AUS Utility Reports 

water companies and thirty-five non-utility companies similar in risk to the proxy 

group of ten AUS Utility Reports natural gas distribution companies are listed on 
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pages 1 through 7, Schedule PMA-11. The criteria used in the selection of these 

proxy companies were that they be domestic non-utility companies and have a 

meaningful rate of return on net worth, common equity or partners' capital 

reported in Value Line (Std. Ed.) for each of the five years ended 2007, or 

projected for 201 1-2013. Value Line betas were used as a measure of systematic 

risk. The standard error of the regression was used as a measure of each firm's 

unsystematic or specific risk. The standard error of the regression reflects the 

extent to which events specific to a company's operations will affect its stock 

price and, therefore, is a measure of diversifiable, unsystematic, company- 

specific risk. In essence, companies which have similar betas and standard 

errors of the regressions, have similar investment risk, i.e., the sum of systematic 

(market) risk as reflected by beta and unsystematic (business and financial) risk, 

as reflected by the standard error of the regression, respectively. Those statistics 

are derived from regression analyses using market prices which, under the EMH 

reflect all relevant risks. The application of these criteria results in proxy 

groups of non-price regulatedfirms similar in risk to the average company in 

each proxy group. 

Using a Value Line, Inc. proprietary database dated September 15, 2008, 

proxy groups of two hundred and thirty-five, respectively, non-price regulated 

companies were chosen based upon ranges of unadjusted beta and standard error 

of the regression. The ranges were based upon the average standard deviations of 

the unadjusted beta and the average standard error of the regression for the proxy 

group of seven AUS Utility Reports water companies and the proxy group of ten 
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AUS Utility Reports natural gas distribution companies as explained in Notes 1 

and 9 on page 13 of Schedule PMA-11. 

Once proxy groups of non-price regulated companies are selected, it is 

then necessary to derive returns on book common equity, net worth or partners’ 

capital for the companies in the group. I have measured these returns using the 

rate of return on net worth, common equity or partners’ capital reported by Value 

Line (Standard Edition). It is reasonable to measure these returns over the most 

recent historical five-year period and/or those projected over the ensuing five- 

year period, consistent with the use of five-year historical and/or projected 

growth rates in the DCF model. 

Q. 

A. 

What are your conclusions of CEM cost rate? 

My conclusions of CEM cost rate based upon the average of the median of a of 

the five-year median historical and projected returns on book common equity, net 

worth or partners’ capital is 13.55% for the proxy group of seven AUS Utility 

Reports water companies as shown on page 6 of Schedule PMA-11. For reasons 

discussed previously relative to my reliance upon forecasted EPS growth rates in 

my DCF for the proxy group of ten AUS Utility Reports natural gas distribution 

companies, in my CEM analysis for the proxy group of ten AUS Utility Reports 

natural gas distribution companies, I rely only upon the projected ROES. 

Therefore, based upon the average of the median of a of the five-year median 

projected results on book common equity, net worth or partners’ capital is 

17.00% as shown on page 7. 
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As with the DCF and CAPM results discussed previously, I have again 

relied upon median and for the same reasons, namely, the wide range of returns 

and the extreme volatility of the current capital markets. After I apply a test of 

significance (Student’s t-statistic) to determine whether any of the projected 

returns are significantly different from their respective means at the 95% 

confidence level, the projected means of several companies have been excluded. 

After excluding these outliers, my conclusion of CEM cost rate is 13.41% for the 

six water companies and 16.50% for the ten gas distribution companies. 

IX. CQNCL,USIQN QF CQMMQN EQUITY COST RATE RANGE 

What is your range of recommended common equity cost rate? 

It is 11.60%-l2.l0% based upon the common equity cost rates resulting fiom all 

four cost of common equity models consistent with the EMH which logically 

mandates the use of multiple cost of common equity models as adjusted for 

WSCK greater business risk due to its smaller relative size. 

Q. 

A. 

In formulating my recommended range of common equity cost rate of 

11.60%-12.10% viewed the results of the application of four different cost of 

common equity models, namely, the DCF, RPM, CAPM, and CEM for the two 

proxy groups. I employ all four cost of common equity models as primary tools 

in arriving at my recommended common equity cost rate because no single 

model is so inherently precise that it can be relied upon solely, to the exclusion of 

other theoretically sound models. As discussed above, all four models are based 

upon the Efficient Market Hypothesis (EMH), and therefore, have application 
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problems associated with them. The EMH, as also previously discussed, requires 

the assumption that investors rely upon multiple cost of common equity models. 

Moreover, as demonstrated in this testimony, the prudence of using multiple cost 

of common equity models is supported in the financial literature. Therefore, 

none should be relied upon exclusively to estimate investors' required rate of 

return on common equity. 

The results of the four cost of common equity models applied to the 

proxy groups of seven AIJS Utility Reports water companies and the proxy group 

of ten AUS Utility Reports natural gas distribution companies are shown on 

Schedule PMA- 1, page 2 and summarized below: 

Table 4 

Discounted Cash Flow Model 
Risk Premium Model 
Capital Asset Pricing Model 
Comparable Earnings Model 

Indicated Range of Common Equity 
Cost Rate Before Financial and 
Business Risk Adjustment 

Business Risk Adjustment 

Indicated Range of 
Common Equity Cost Rate after 
Adjustment for Business Risk 

Recommended Common Equity 
Cost Rate 

Proxy Group 
of Seven 

AUS Utility 
Reports 
Water 

Companies 
10.90% 
11.86 
1 1.39 
13.41 

11.75 

___ 0.35 

12.10% 

1 1.85% 

Proxy Group 
of Ten 

AUS Utility Rpts. 
Gas Distribution 

Companies 
9.82% 

11.27 
9.53 

16.50 

11.25 

0.35 

1 1.60% 

Based upon these common equity cost rate results, I conclude that a 

range of common equity cost rates of 1 1.25% to 1 1.75% is indicated based upon 
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the use of multiple common equity cost rate models applied to the market data of 

the two proxy groups and before any of the adjustments previously discussed as 

shown on Line No. 5, page 2 of Schedule PMA-1. However, the range of 

common equity cost rates of 11.25% to 11.75% are applicable to the much 

larger, less business risky, proxy groups. 

Q. Is there a way to quantify a business risk adjustment due to WSCK’s small 

size relative to the proxy group? 

Yes. As discussed previously, WSCK has greater business risk than the average 

proxy group company because of its smaller size relative to the proxy group, 

whether measured by book capitalization or the market capitalization of common 

equity (estimated market value for WSCK, whose common stock is not traded). 

Therefore, it is necessary to upwardly adjust the common equity cost rate range 

of 1 1.25% and 1 1.75% based upon the two proxy groups. Based upon WSCK’s 

size, an adjustment of 3.62% (362 basis points) is necessary to reflect its size 

relative to the market-based common equity cost rates of the seven AUS Utility 

Reports water companies and an adjustment of 4.32% (432 basis points) is 

necessary to reflect its size relative to the ten AUS Utility Reports natural gas 

distribution companies. These adjustments are based upon data contained in the 

Ibbotson SBBI - 2008 Valuation Yearbook. The determinations are based on the 

size premia for decile portfolios of New York Stock Exchange (NYSE), 

American Stock Exchange (AMEX) and NASDAQ listed companies for the 

1926-2007 period and related data shown on pages 3 through 17 of Schedule 

A. 
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PMA- PMA-1. The average size premium for the decile in which each proxy 

group falls has been compared to the average size premium for the loth decile in 

which WSCK would fall if its stock were traded and sold at the January 2, 2009 

average markethook ratio of 197.5% and 193.1% experienced by each proxy 

group, respectively. As shown on page 3 of Schedule PMA- 1, the size premium 

spread between WSCK and the seven AUS Utility Reports water companies is 

3.62% and between WSCK and the ten AUS Utility Reports natural gas 

distribution companies is 4.32%. Page 4 contains data in support of page 3 while 

pages 5 through 17 of Schedule PMA-1 contain relevant information fiom the 

Ibbotson SBBI - 2008 Valuation Yearbook discussed previously. 

Consequently, a business risk adjustment of 3.62% is indicated based 

upon the seven AUS Utility Reports water companies and 4.32% is indicated 

based upon the ten AUS Utility Reports natural gas distribution companies. 

However, I will make conservatively reasonable business risk adjustments of 

0.35% (35 basis points) as shown on Line No. 6 on page 2 of Schedule PMA-1 to 

the indicated common equity cost rate range of 1 1.25% to 1 1.75%. This results 

in an indicated business risk adjusted common equity cost rate range of 11.60% 

to 12.10% (with a midpoint of 11.85%) as shown on Line No. 7, which is my 

recommended common equity cost rate range. 

A common equity cost rate range of 11.60%-12.10%, when applied to 

the Company’s requested common equity ratio of 53.03% estimated at June 30, 

2008 results in a range of overall rate of return of 9.24%-9.51% which, in my 

opinion, is both reasonable and conservative and will provide WSCK with 
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1 sufficient earnings to enable it to attract necessary new capital. 

2 

3 Q. Does that conclude your direct testimony? 

4 A. Yes. 
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AFFIDAVIT 

STATE OF NEW JERSEN 

COUNTY OF BURLINGTON 

Affiant, Pauline M. Ahern, after being first sworn, deposes and says that he 

(she) is authorized to submit this testimony on behalf of Water Service Corporation 

of Kentucky, and that the information contained in the testimony is true and 

accurate to the best of his (her) knowledge, information and belief, after a 

reasonable inquiry, and as to those matters that are based on information provided 

to him (her), he (she) believes to be true and correct. 

This instrument was produced, signed, acknowledged and declared by 
Pauline M. Ahern to be her act and deed the 23rd day of January, 2009. 

J L X l W  Notary Public 

S M O H  M. EEFE 
HmW pt)Bw: QF NEW JERSEY My Commission expires: 

9, 
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PROFESSIONAL QUALIFICATIONS 
OF 

PAULINE M. AHERN, CRRA 
PRINCIPAL 

AUS CONSULTANTS 
PROFESSIONAL EXPERIENCE 

1994-Present 

After being a Vice President of AUS Consultants from 1992-2006, I became a Principal in 2006, continuing 
to offer testimony as an expert witness on the subjects of fair rate of return and cost of capital before state public 
utility commissions. I provide assistance and support to clients throughout the entire ratemaking litigation process. 

As the Publisher of AIJS IJtility Reports (formerly C. A. Turner Utility Reports), I am responsible for the 
production, publishing, and distribution of the reports. AUS Utility Reports provides financial data and related ratios 
for about 125 public utilities, i.e., electric, combination gas and electric, natural gas distribution, natural gas 
transmission, telephone, and water utilities, on a monthly, quarterly and annual basis. Among the subscribers of 
AUS Utility Reports are utilities, many state regulatory commissions, federal agencies, individuals, brokerage firms, 
attorneys, as well as public and academic libraries. The publication has continuously provided financial statistics on 
the utility industry since 1930. 

Also, as the Publisher of AUS Utility Reports, I supervise the production, publishing, and distribution of the 
AGA Rate Service publications under license from the American Gas Association. I am also responsible for 
maintaining and calculating the performance of the AGA Index, a market capitalization weighted index of the 
common stocks of the approximately 70 corporate members of the AGA. In addition, I supervise the production of a 
quarterly survey of investor-owned water company rate case activity on behalf of the National Association of Water 
Companies. 

As an Assistant Vice President from 1994 - 1996, I prepared fair rate of return and cost of capital exhibits 
which are filed along with expert testimony before various state and federal public utility regulatory bodies. These 
supporting exhibits include the determination of an appropriate ratemaking capital structure and the development of  
embedded cost rates of senior capital. The exhibits also support the determination of a recommended return on 
common equity through the use of various market models, such as, but not limited to, Discounted Cash Flow 
analysis, Capital Asset Pricing Model and Risk Premium Methodology, as well as an assessment of the risk 
characteristics of the client utility. I also assisted in the preparation of responses to any interrogatories received 
regarding such testimonies filed on behalf of client utilities. Following the filing of fair rate of rehm testimonies, I 
assisted in the evaluation of opposition testimony in order to prepare interrogatory questions, areas of cross- 
examination, and rebuttal testimony. I also evaluated and assisted in the preparation of briefs and exceptions 
following the hearing process. I have submitted testimony before state public utility commissions regarding 
appropriate capital structure ratios and fixed capital cost rates. 

1990- 1994 

As a Senior Financial Analyst, I supervised two analysts in the preparation of fair rate of return and cost of 
capital exhibits which are filed along with expert testimony before various state and federal public utility regulatory 
bodies. The team also assisted in the preparation of interrogatory responses. 

I evaluated the final orders and decisions of various commissions to determine whether further actions are 
warranted and to gain insight which may assist in the preparation of future rate of return studies. 

I assisted in the preparation of an article authored by Frank J. Hanley and A. Gerald Hams entitled "Does 
Diversification Increase the Cost of Equity Capital?" published in the July 15, 1991 issue of Public Utilities 
Fortnightly. 



I have sponsored testimony on the rate of return and capital structure effects of merger and acquisition 
issues for: 

California-American Water Company New Jersey-American Water Company 

I have sponsored testimony on fair rate of return and related issues for: 

Alpena Power Company 
Applied Wastewater Management, Inc. 
Aqua Illinois, Inc. 
Aqua New Jersey, Inc. 
Aqua Virginia, Inc. 
Artesian Water Company 
The Atlantic City Sewerage Company 
Audubon Water Company 
The Borough of Hanover, PA 
Carolina Pines IJtilities, Inc. 
Carolina Water Service, Inc. of NC 
Carolina Water Service, Inc. of SC 
The Columbia Water Company 
Consumers Illinois Water Company 
Consumers Maine Water Company 
Consumers New Jersey Water Company 
City of DuBois, Pennsylvania 
Elizabethtown Water Company 
Emporium Water Company 
GTE Hawaiian Telephone Inc. 
Greenridge Utilities, Inc. 
Illinois American Water Company 
Iowa American Water Company 
Land'Qr Utility Company 
Long Neck Water Company 
Louisiana Water Service, Inc. 
Massanutten Public Service Company 
Middlesex Water Company 
Missouri-American Water Company 
Mt. Holly Water Company 
Nero Utility Services, Inc. 
New Jersey-American Water Company 
The Newtown Artesian Water Company 
NRG Energy Center Pittsburgh LLC 
NRG Energy Center Harrisburg LLC 
Ohio-American Water Company 
Penn Estates Utilities 
Pinelands Water Company 

Pinelands Waste Water Company 
Pittsburgh Thermal 
Southland IJtilities, Inc. 
Spring Creek Utilities, Inc. 
Sussex Shores Water Company 
Tega Cay Water Service, Inc. 
Total Environmental Services, Inc. - 

Thames Water Americas 
Tidewater Utilities, Inc. 
Transylvania Utilities, Inc. 
Twin Lakes Utilities, Inc. 
IJnited TJtility Companies 
United Water Arkansas, Inc. 
United Water Arlington Hills Sewerage, Inc. 
United Water Connecticut, Inc. 
United Water Delaware, Inc. 
United Water Idaho, Inc. 
United Water Indiana, Inc. 
United Water New Jersey, Inc. 
United Water New Rochelle, Inc. 
United Water New York, Inc. 
United Water Owego / Nichols, Inc. 
United Water Pennsylvania, Inc. 
United Water South County, Inc. 
United Water Toms River, Inc. 
United Water Virginia, Inc. 
United Water West Lafayette, Inc. 
United Water West Milford, Inc. 
IJtilities, Inc. 
Utilities Inc. of Central Nevada 
Utilities, Inc. of Florida 
Utilities Services of South Carolina 
Utility Center, Inc. 
Valley Energy, Inc. 
Water Services Corp. of Kentucky 
Wellsboro Electric Company 
Western Utilities, Inc. 

Treasure Lake Water & Sewer Divisions 

I have sponsored testimony on capital structure and senior capital cost rates for the following clients: 

Alpena Power Company 
Arkansas-Western Gas Company 
Associated Natural Gas Company 
PG Energy Inc. 

United Water Delaware, Inc. 
Washington Natural Gas Company 

I have assisted in the preparation of rate of return studies on behalf of the following clients: 

Algonquin Gas Transmission Company 
Anadarko Petroleum Corporation 

Arkansas-Louisiana Gas Company 
Arkansas Western Gas Company 



Rate of Return Study Clients (Continued) 

Artesian Water Company 
Associated Natural Gas Company 
Atlantic City Electric Company 
Bridgeport-Hydraulic Company 
Cambridge Electric Light Company 
Carolina Power & Light Company 
Citizens Gas and Coke Utility 
City of Vernon, CA 
Columbia Gas/Gulf Transmission Cos. 
Commonwealth'Electric Company 
Commonwealth Telephone Company 
Conestoga Telephone & Telegraph Co. 
Connecticut Natural Gas Corporation 
Consolidated Gas Transmission Company 
Consumers Power Company 
CWS Systems, Inc. 
D e h r v a  Power & Light Company 
East Honolulu Community Services, Inc. 
Equitable Gas Company 
Equitrans, Inc. 
Florida Power & Light Company 
Gary Hobart Water Company 
Gasco, Inc. 
GTE Arkansas, Inc. 
GTE California, Inc. 
GTE Florida, Inc. 
GTE Hawaiian Telephone 
GTE North, Inc. 
GTE Northwest, Inc. 
GTE Southwest, Inc. 
Great Lakes Gas Transmission L,.P. 
Hawaiian Electric Company 
Hawaiian Electric Light Company 
IES Utilities Inc. 
Illinois Power Company 
Interstate Power Company 
Interstate Power & Light Co. 
Iowa Electric Light and Power Company 
Iowa Southern Utilities Company 
Kentucky-West Virginia Gas Company 
Lockhart Power Company 
Middlesex Water Company 
Milwaukee Metropolitan Sewer District 
Mountaineer Gas Company 

EDUCATION: 

National Fuel Gas Distribution Corp. 
National Fuel Gas Supply Corp. 
Newco Waste Systems of NJ, Inc. 
New Jersey Natural Gas Company 
New Jersey-American Water Company 
New York-American Water Company 
North Carolina Natural Gas Corp. 
Northumbrian Water Company 
Ohio-American Water Company 
Oklahoma Natural Gas Company 
Orange and Rockland Utilities 
Paiute Pipeline Company 
PECO Energy Company 
Penn-York Energy Corporation 
Pennsylvania-American Water Co. 
PG Energy Inc. 
Philadelphia Electric Company 
Providence Gas Company 
South Carolina Pipeline Company 
Southwest Gas Corporation 
Stamford Water Company 
Tesoro Alaska Petroleum Company 
Tesoro R e f ~ g  & Marketing Co. 
United Telephone of New Jersey 
United Utility Companies 
United Water Arkansas, Inc. 
IJnited Water Delaware, Inc. 
United Water Idaho, Inc. 
'CJnited Water Indiana, Inc. 
United Water New Jersey, Inc. 
United Water New York, Inc. 
United Water Pennsylvania, Inc. 
United Water Virginia, Inc. 
United Water West Lafayette, Inc. 
Vista-United Telecommunications Corp. 
Washington Gas Light Company 
Washington Natural Gas Company 
Washington Water Power Corporation 
Waste Management of New Jersey - 

Wellsboro Electric Company 
Western Reserve Telephone Company 
Western Utilities, Inc. 
Wisconsin Power and Light Company 

Transfer Station A 

1973 - Clark University - B.A. - Honors in Economics 
199 1 - Rutgers TJniversity - M.B.A. - High Honors 



PROFESSIONAL AFFILIATIONS: 

American Finance Association 
Financial Management Association 
Society of Utility and Regulatory Financial Analysts 
President - 2006-2008 and 2008-2010 
SecretaqdTreasurer - 2004-2006 

Energy Association of Pennsylvania 
National Association of Water Companies - Member of the Finance Committee 

S P E A W G  ENGAGEMENT: 

AWWA Pre-Conference Workshop - Water Utility Ratemaking - March 25, 2008, Atlantic City, NJ 
Topic: “Water Utility Financing” Where Does All That Cash Come From?’ 
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Water Service Comorafion of Kentucky 
Summary of Cost of Capital and Fair Rate of Return 

Based on the Actual Consolidated Capital Structure of Utilities. inc. at June 30. 2008 

Type of Capital Ratios (1) Cost Rate Weighted Cost Rate 

Debt 46.97% 6.58% (1) 3.09% 
Common Equity 53.03% 11.60% (2) - -  12.10% (2) 6.15% - - 6.42% 

Total 100.00% 9.24% - -  9.51% 
i 

(1) Company provided. 
(2) Based upon informed judgment from the entire study, the principal results of which are summarized on 

page 2 of this Schedule. 
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No. 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

Water Service Corporation of Kentuckv 
Brief Summaw of Common Eauitv Cost Rate 

Princbal Methods 

Discounted Cash Flow Model (DCF) (I) 

Risk Premium Model (RPM) (2) 

Capital Asset Pricing Model (CAPM) (3) 

Comparable Earnings Model (CEM) (4) 

Indicated Range of Common Equity 
Cost Rate before Adjustment for 
Business Risk 

Business Risk Adjustment (5) 

Recommended Range of Common 
Equity Cost Rate 

Proxy Group of Seven 
AUS Utility Reports 
Water Companies 

10.90 % 

1 I .86 

11.39 

13.41 

11.75 % 

0.35 

12.10 % 

Notes: (1) From Schedule PMA-5. 
(2) From page 1 of Schedule PMA-9. 
(3) From page 1 Schedule PMA-10. 
(4) From pages 6 and 7 of Schedule PMA-11 of this Exhibit. 
(5) Business risk adjustment to reflect Water Sewice Corporation of Kentucky's greater 

business risk due to its small size relative to the proxy groups as detailed in Ms. Ahern's 
accompanying direct testimony. 

Proxy Group of Ten AUS Utility 
Reports Gas Distribution 

Companies 

9.82 % 

11.27 

9.53 

16.50 

11.25 % 

0.35 

11.60 % 



Exhibit N
o. ___ 

Schedule PM
A

-1 
P

age 3 of 17 

I
 

F 

f 3 s! m
 

I- 

5 b
9 

P
I 

0
1

 

N
I 

x 
x 

3 m
 

"? 
E 

8
 3
 

b
9 

x 
x 

.-I 
8 J In
 

Io 

v
t 

V
I I 



Exhibit No. __ 
Schedule PMA-1 
Page 5 of 17 

Ibbotson" SBBI" 
2008 Valuation Yearbook 

Market Results for 
Stocks, Bonds, Bills, and Inflation 
1926-2007 



Exhibit No. - 
Schedule PMA-1 
Page 6 of 17 

Chapter 7 
Firm Size and Return 

The Firm Size Phenomenon 

One of the most remarkable discoveries of modern finance is that of a relationship between firm 
size and return. The relationship cuts across the entire size spectrum but is most evident among 
smaller cqmpanies, which have higher returns on average than larger ones. Many studies have looked 
at the effect of firm size on return.' In this chapter, the returns across the entire range of firm size 
are examined. 

. Construction of the Decile Portfolios 

The portfolios used in this chapter are those created by the Center for Research in Security Prices (CRSP) 
at the University of Chhgo's Graduate School of Business. CRSP has refined the methodology of cre- 
ating size-based portfolios and has applied this methodology to the entire universe of 
NYSWAMEWNASDAQ-listed securities going back to 1926. 

"he New York Stock Exchange universe excludes closed-end mutual funds, preferred stocks, real 
estate investment trusts, foreign stocks, American Depository Receipts, unit investment trusts, and 
Amcricus Trusts. All companies on the NYSE are ranked by the combined market capitalization of their 
eligible equity securities. The companies are then split into IO equally populated groups, or deciles. 
Eligible companies traded on the American Stock Exchange (AMEX) and the Nasdaq National Market 
(NASDAQ) are then assigned to the appropriate deciles according to their capitalization in relation to 
the NYSE breakpoints. The portfolios are rebalanced, using closing prices for the last trading day of 
March, June, September, and December. Securities added during the quarter are assigned to the 
appropriate portfolio when two consecutive month-end prices are available. If the final NYSE price of 
a security that becomes delisted is a month-end price, then that month's return is included in the 
quarterly return of the security's portfolio. When a month-end NYSE price is missing, the month-end 
value of the security is derived from merger terms, quotations on regional exchanges, and other sources. 
If a month-end value still is not determined, the last available daily price is used. 

Base security returns are monthly holding period returns. All distributions ire added to the month- 
end prices, and appropriate price adjustments are made to account for stock splits and 
dividends. T h e  return on a portfolio for one month is calculated as the weighted average of the 
returns for its individual stocks. Annual portfolio returns are calculated by compounding the monthly 
portfolio returns. 

Size-oTthe Deciles 

Table 7-1 reveals that the top three deciles of the NYSEMMIWNASDAQ account for most of the total 
market value of its stocks. Nearly two-&ids of the market value is represented by the first decile, which 
currently consists of 167 stocks, while the smallest dede accountb for just over one percent of the 

1 Rolf W. Ban2 was the first to document this phenomenon. See Banz, Rolf W. "The Wetionship Bcrweco Returns and Market 
Value of Common SrocksP]oumal of Financial Economics, Vol. p,1p81, pp. 3-18. 

-- 

Morningstar. Inc. 129 
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Chapter 7 

I 

market value. The data in the second column of Table 7-1 are averages across all 82 years. Of course, 
the proportion of market value represented by the various deciles varies from year to year. 

Columns three and four give recent figures on the number of companies and their market 
capitalization, presenting a snapshot of the srructure of the deciles near the end of 2007. 

Table 7-1' 
Size-Decile Portfolios of the NYSElANlEWNASDAQ Size and Composition 
1926 through September 30,2007 

Recent 
Historical Aweraga Recent Dsoile Marhat Recent 

Percentaga 01 Number of Cepifalization Percentage of 
Decile Tofel Cepitalizalio~ Companler; [in thousands) Total Cepitilliration 
1-largest 63.22% 167 $10,3~.817~750 62.34% 
2 I3 97% 174 2,327,351,920 14.01% 
3 7.56% 192 1,111,672,200 6.69% 
4 4.73% 184 709,696,610 4.27% 
5 3.24% 203 54 1,399,798 3.26% 

6 235% 251 41 1,039,690 2.47% 
7 1.75% 275 379,465,160 2.28% 
8 1.30% 380 291,182,590 1.75% 
9 102% 641 284,535,240 131% 
10-Smallest 0.83% 1775 201505,150 121% 

Mid-Cap 3.5 15.53% 579 2362,768,280 1422% 
Low-Cap 6-8 5.43% 906 1 .OB 1,687,170 6.51 % 
Micro-Cap 3-10 1.85% 2,416 486,243,740 2.93% 

Historical average percentage of total capitalization shows the avaraga. over the lea 82 years, of the decile madm values 
as a percentage of the tolal NYSE/AMEX/NASOAQ calculated each month Number of compsnles in dedles. recnnl market 
wpltaUzation of deciles, and recent penantage of total capitallration ere as of September 30,2007 

Table 7-2 gives the current breakpoints that define the composition of the N?'SWA.ME?UNASDAQ size 
dedes. The largest company and its market capitalization are presented for each decile. Table 
7-3 shows the historical breakpoints for eacb of the three size groupings presented throughout this 
chapter. Mid-cap stocks are defined here as the aggregate of deciles 3-5. Based on the most recent data 
(Table 7-4, companies within this mid-cap range have market Capitalizations at or below 
$9,206,713,000 but greater than $2,411,794,000. Low-cap stocks include deciles 6-8 and currently 
include all companies in the NYSElAMEXMASDAQ with market capitalizations at or below 
$2,411,794,000 but greater than $723,25 8,000. Micro-cap stocks include deciles 9-10 and include 
companies with market capitalizations at or below $723,258,000. The market capitahation of the 
smallest company included in the micro-capitalization group is currently $1,922,000. 

.t. Source: c8m8or CRSP@', Center for Research in Sccuriry Prices. Graduate School of Business, The Univusiry of Chicago 
used with permission. All rights reserved. www.crsp.chicagogsb.edu 

130 2008 Ibbotsone SBBPValuation Yearbook 
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Table 7-2' 
Size-Decile Portfolios of the NYSWAMWASDAQ, largest Company 
end I t s  Market Capitalization by Decile 
September 30,2007 

Merkst Caplcaluaiion 
ol Lergea Company 

Decfla lin Loussnds) Company Name 

l-&rge.St $472,518,672 &on Mob11 Carp. 
2 20,234,526 General Mills Inc 
3 9,206,713 Reliant Energy Ine. 
4 5,012,577 Manitowoc Ca Inr 
5 3,422,743 FMC Carp. 
6 2.41 1,794 Wabster Financial Corn. 
7 

9 
10.Smallest 

e 
1.633.320 Simpson Manufacturing Co Inc. 
1,128,765 Metal Management fnc. 

7zw5e  Citadel Broadcasting Corp. 
363.479 Emergency Medical Services Corp 

Presentation of the Decile Data 

Summary statistics of annual returns of the IO deciles over 1926-2007 are presented inTable 7-4. Note 
from this exhibit that both the average return and the total risk, or standard deviation of annual returns, 
tend to increase as one moves from the largest decile to the smallest. Furthermore, the 
serial correlations of returns are near zero for all but the smallest deciles. Serial correlations and their 
significance will be discussed in detail later in this chapter. 

Graph 7-1 depicts the growth of one dollar invested in each of three NYSHAMEWASDAQ 
groups broken down into mid-cap, low-cap, and micro-cap stocks. The index value of the entire 
NYSE/AMEX/NASDAQ is also included. All returns presented are value-weighted based on the 
market capitalizations of the deciles contained in each subgroup.The sheer magnitude of the size effect 
in some years is noteworthy. While the largest,stocks actually declined y percent in 1977, the 
smallest stocks rose more than 20 percent. A more extreme case occurred in the depression-recovery 
year of 1933, when the Gfference between the first and tenth Qcile returns was far more 
substantial, with the largest stocks risiing 46 percent, and the smallest stocks rising 218 percent. This 
divergence in the performance of small and large company stocks is a common occurrence. 

Morningstar. Inc. 131 
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Table 7-3 
Size-Decile Potlfolios of the NYSE/AMEX/NASDAQ 
Largest and Smallest Company by Size Group 

from 1926 to1965 
Capitalization of Largast Company Capitalization of Smallest Company 

(in thousands] {in Lousan&) 

Data Mid-Cap low-Cap Micro-Cap Mid-Cap Low-Cap Micro-Cap 
ISep30) 3-5 6-8 9-1D 3-5 6-8 3-10 

1926 S60,lW S13,795 $4,213 $13,800 $4,263 $43 
1927 $64,820 $14,491 $4,415 $14.522 $4.450 $65 
1928 $80,910 $18,761 $5,074 $19,788 $5.119 $135 
1929 5103.054 $24.328 $5.862 $24,480 $5,873 5118 
I930 $66,750 $12,918 $3.359 $13,050 $3,369 $30 

1931 542,607 $8,142 $1.9;17 56.222 $1.944 $15 

1933 $40.298 $7,210 $1,830 $7,280 $1,875 $120 
1934 538,019 $6.638 $1,673 $6.669 51,691 $69 

1932 $12,212 $2.208 .sm 52,223 2469 $19 

1935 $37,631 58.549 $1,350 S6,6D5 $1.383 $38 
1936 $46.963 $11.505 82.754 $11,526 $2,800 $98 
I937 $51,750 $13.635 93,539 $13,793 $3,563 $68 
1938 $35.019 $8.372 $2,195 $8,400 $2,200 $60 
1939 535,409 S7,478 $1.818 $7.500 $1.854 $75 
1940 529,903 $7,990 $1,861 $8.007 $1.872 x11 
1941 $30,362 58.316 S2.086 $8938 52.087 $72 
1942 525437 S.868 $1.770 S6.87D $1,779 $82 
1943 $42,721 $1 1,403 $3,847 $11,475 $3.903 $395 
1944 $46,221 $13,066 $4,812 $13,068 !bl,BZfJ $309 
1945 $55.125 $17,325 $6.413 $17.!i75 56,428 $225 

1946 $77.784 $24,192 $10.149 $24,199 $10,168 $829 
1947 $57.830 $17,719 5 6 3 3  517,735 $6,380 $508 
1948 $67,230 $19,632 $7,329 519.651 $7,348 $683 
1949 $56,082 $14,549 $5.037 $14,577 $5,108 $379 
1950 $65.143 $18.675 56.225 518,700 56,243 $303 
1951 $82,517 522,750 $7.598 $22,880 $7.600 $668 
1952 $95,636 525,405 $8.428 $25,452 $8,480 5480 
1953 $96,218 $25.340 $8,156 $25,374 $8.168 $459 
1954 5125,834 $28.707 58.4e8 $29.791 58.502 $463 
1955 $170,829 $41.445 512.366 $41,681 $12.444 5553 

1956 $183,792 $46,805 $13,524 $46.885 $13,623 $1.122 
1957 $194.300 $47,658 $13,844 $48,5W $13.848 $925 
1958 $195,536 $46,774 $13,789 $46,871 $13.816 $550 
1959 5256.283 $64.110 $l9,MB S64.221 $f8,701 $1.804 
1960 $252,292 561,485 $19.293 561.529 $19,344 $831 

1861 $296,261 $77,983 523,562 $77,996 $23,613 92455 
1962 $250,786 $58,785 $18.952 $58,666 $18.968 S1.018 
1963 $308,903 571,845 $23.927 $71.971 524.056 $296 
1964 $349,675 $79.508 S25,595 179,937 $25,607 $223 
1965 $365.675 $84.600 $28.483 $85,065 528.543 $250 
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Firm Size and Return - - 
Table 7-3 [continued) 
Size-Decile Porlfolios of the NYSWAMUONASDAQ 
Largest and Smallest Company by Size Group 

from 1966 to 2007 
Capitalization of Lerges~ Compsny CapitaIiGtion of Srnalbst Company 

(in thousands) (in thousands) 

1966 $403.137 $99,960 $34,884 $100,t07 $34,966 $381 
1967 $459.436 $118,988 $42.188 $1 19,635 $42237 $381 
1968 5531.306 5150.893 $60,543 $151.260 $60.719 $592 
1969 $518,485 $146,732 $54,353 $147.31 1 $54.503 $2.119 
1970 $382,884 $94.754 $29.916 $94,845 $29,932 $822 
1971 8551.690 $147,426 $45.570 $147,810 $45.571 $865 
1972 $557,181 $143,835 $46,728 $144,263 $46,757 $1.031 
1873 $431,354 ' $96,699 $29,352 $96.710 $23.430 $561 
1974 $356.876 579,878 $23.355 580,280 $23,400 $444 
1975 $477,054 9102,313 $30.353 $103,283 $30.394 $540 
1976 $566.296 $121.717 $34.864 5121.992 $34.901 $564 
1977 $584,577 $139.196 $40,700 $139,820 $40.765 $513 
1978 $580.881 $164,093 $47,927 $164,455 $48,038 $830 
1979 $665.019 $177,378 $51,197 $177,769 $51,274 $948 
1980 $762,195 $199,312 $50,496 $199,315 $50,544 $549 
1981 862,397 5264.690 $72,104 $264,783 $72,450 $1,446 
1982 $770,517 $210,301 $55.336 $210,630 $55,423 $1,060 
1983 $1209.91 1 $353,889 $104382 $356.238 $104,588 SZ.025 
1984 61,075,436 $315,965 $91.004 $316,103 $91.195 $2,093 
1985 $1,440,436 $370,224 $94,875 $370.729 $94.807 $760 
1986 51.857.621 $449,015 $110,617 $443,462 $110.953 $706 

1988 $1,957,926 $421.340 $94.449 $421,675 $94,573 $696 
1989 $2.145.947 $480.975 - $100,285 $483,623 $100,384 $96 
1990 $2.171.217 $474,065 $93,750 $474,477 $93.790 $132 

1991 $2.129,863 $457,358 $87,586 S458.853 $87,733 5278 
1992 52,428,671 $500,327 $103.352 9500.346 $103,500 $510 
1993 $2,705,192 $603,588 $137,105 $607,449 $137,137 5602 

1987 $2.053.143 $468,948 $113.419 $470.662 $113.430 $1,277 

1994 sL.470.244 $596,059 $148,104 $597,975 $148,216 $598 
1995 $2,789,338 $647,210 $355,386 $647.253 $155.532 $89 

1997 $3.484.440 9813,923 tz28.900 $814,355 $229.058 $585 
1996 $3,142,657 $751,316 $193,001 $751,680 $193.016 $1.043 

1998 $4.216.707 $925,688 $252,553 $926.215 $253.031 51.671 
1999 ~4251,741 sa75,309 tzz0.397 $875,582 $220,456 $1.502 
zoo0 $4,143,902 $840,000 $192,083 $840.730 $192.439 $1.393 
2001 $5,156,315 $1,108224 $265,734 $1,108,963 $285.736 $443 
2002 $4,330,326 51.1 16,525 $308.980 $1,124,331 $309,245 $501 
2003 $4,744,580 $1,153,369 $328.060 $1,163,423 $329.529 $332 
2004 26241.953 $1,607854 $505.437 $1,607,931 $506,410 $1,393 
2005 $7,187,244 $1,728,888 $586.393 $1,729,364 $587,243 $1,079 
2006 87J77.183 $1,946,588 $626,955 $1,947,240 $627,017 $2.247 
2007 $9,206,713 $2,411,794 S723.258 $2,413.583 $725,267 $1.922 

Source: QZDOBOi CASPO, Center for Research In Security Prices. Graduate School of Business. The University of Cfilcago 
used wich permission All rigfils rasecved. www.nsp chicagogsb.edu 
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Table 7-4' 
Size-Decile Portfolios of the MYSE/AMEX/NASDAQ, Summary Statistics of Annual Returns 
1926-2007 

Gcomatrlc Arithmetic Standard Serial 
L 

DBCilE Meen ~ I I E f l  DEVbtiOfl COnBlEtiDn 

I-largest 9 6  113 18.91 0.08 
2 10 9 13 2 21 '62 0 04 
3 113 13 7 23 31 -0 03 
4 11 1 14 1 25.68 -0 01 
5 11 7 14 8 26.49 -0 02 
6 11.7 15 1 27 10 0 03 
7 11 6 15 5 29.47 oat 
8 11 8 16.6 34.18 0115 
B 11 9 17.3 36.45 0.04 
10-Smsllesr 13 6 21.0 44.58 0 16 

Lwv-Cap. 68 11 7 15 5 29.03 0.03 

NYSE/AMEX/NASDAQ 10 1 12 0 19 94 0 03 
Total VelucWelghted Index 

Mld*Cep. 3-5 11.3 14 0 24.42 -0.02 

Micro-Cap, 9-IO 12 5 18 5 38 84 0 08 

Aspects of the Firm Size Effect 

The firm size phenomenon is remarkable in several ways. First, the greater risk of small stocks does not, 
in the context of the capital asset pricing model (CAPM), fully account for their higher returns over the 
long term. In the CAPM only systematic, or beta risk, is rewarded; small company stocks have had 
returns in excess of those implied by their betas. 

Second, the calendar annual return differences between small and large companies are serially 
correlated. This suggests that past annual returns may be of some value in predicting future annual 
returns. Such serial correlation, or autocorrelation, is practically unknown in the market for large stocks 
and in most other equity markets but is evident in the size premia. 

Third, the firm size effect is seasonal. For example, small company stocks outperformed large com- 
pany stocks in the month of January in a large majority of the years. Such predictabiliry is surprising and 
suspicious in light of modern capital market theory. These three aspects of the h si& effect- 
long-term returns in excess of systematic risk, serial correlation, and seasonality-will be analyzed 
thoroughly in the following sections. 

* Source: Orw8or CR5Pe. Cent= for Research in Security Prices. Graduate School of Business, The  University of Chicago 
used wid, permission. All rights reserved. www.crsp.chicagogsb.edu 
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Firm Size and Return 

Size-Decile Portfolios of the NYSE/AI@W/NAS[PAQ: Wealth Indices of Investments in Mid-, Low-, Micro- and 
Total Capitalization Stacks 
Year-end 1925 = $1.00 

Graph 7-1 * 
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Long-Ten Returns in Excess of Systematic Risk 
The capital asset pricing model (CAPM) does not fully account for the higher returns of small company 
stocks. Table 7-5 shows the returns in excess of systematic risk over the past 82 years for each decile of 
the NYSE/AMFX/NASDAQ. Recall that the CAPM is expressed as follows: 

k,= r(+ ( P I X  ERP) 

Table 7-5 uses the CAPM to &timate the return in excess of the riskless rate and compares this estimate 
to historical performance. According to the CAPM, the expected return on a security should consist of 
the riskless rate plus an additional return to compensate for the systematic risk of the security. The 
return in excess of the riskless rate is estimated in the context of the CAPM by multiplying the equity 
risk premium by p (beta). The equity risk premium is rhe return that compensates investors for taking 
on risk equal to the risk of the market as a whole (systematic risk).‘ Beta measures the extent to which 
a security or portfolio is exposed to systematic risk.’ The beta of each decile indicates the degree to 
which the decile’s return moves with that of the overall market. 

A beta greater than one indicates that the security or partfolio has greater systematic risk than the 
market; according to the W M  equation, investors are compensated for taking on this additional risk. 
Yet, Table 7-5 illustrates that tbe smaller deciles have had returns that are not fully explained by their 
higher betas. This return in excess of that predicted by CAPM increases as one moves from the largest 
companies in deciie I to the smallest in decile IO. The excess return is especially pronounced for micro- 
cap stocks (deciles 9-10). This size-related phenomenon has prompted a revision to the CAPM, which 
includes a size premium. Chapter 4 presents this modified CAPM theory and its application in more 
detail. 

This phenomenon can also be viewed graphically, as depicted in the Graph 7-2. The security 
market line is based on the pure CAPM without adjustment for the size premium. Based on the risk 
(or beta) of a security, the expected return lies on the security market line. However, the actual historic 
returns for the smaller deciles of the NYSE/IUVLEXMASDAQ lie above the &ne, indicating that these 
deciles have had returns in excess of that which is appropriate for their systematic risk. 

. -  
The equity risk premium is estimated by the Ilz-year arithmetic mean rehyn on large company aodcs, 12.26 percent, less 
the 82-year arirhmetic mean income-return component of 20-year govcnunenr bonds as the historical riskless rate, in this 
case 5-21 percent. (IK is appropriate, hownt&, to match the maturity, or duration, of the riskless asset with the investment 
horizon.) See Chapter 5 for more detail on equiry risk premium estimation. 

Historical betas were calculated using a simple regression of the monthly portfolio (decilc) total R ~ U ~ E  in cxccss of rhc 
30-day U.S.Treaswy bill total remas versus the SBP goo total r e m s  in excess of the 30-day U.S. Treasury bill, 
January 19rb-Dccernber 2007. See Chaptcs 6 for more detail on bcrn estimation. 

* Source Oroo8or CRW, tenter for Research in Security Prices. Graduate School of Business, The University of Chicago 
used with permission. AU rights reserved. www.crsp.chicagogsb.edu 
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Table 7-5' 
Long-Term Returns in Excess of CAPM Estimation for Deciie Portfolios of the NYSQAMWWASDAQ 
1 926-2007 - 

Realired Estimatad Sire Premlum 
AriihmeUc Return fn Return in (Return In 

Mean h C E 6 S  01 Excea of Excass of 
Decile Beta* Return RiSfilESS Aale" Rislilass flataT CAPM) 

I-largest 0 91 11 31% 6 10% 6 45% -0 34% 
2 1 03 13 16% 7 95% 7 27% 0 66% 
3 1.10 13 72% 6.51% 7 75% 0.76% 
4 112 14 07% 6.86% 7 93% 0 93% 
5 116 14.85% 9 64% 8 17% 1.47% 

6 116 15 14% 9 93% 8 33% 1 60% 
7 1 24 15 46% IO 26% 6.76% t 50% 
e 130 1658% 11 36% 9 18% 2 20% 
9 135 17.28% 1207% 9 51% 2 56% 
1 0-Smallest 1-41 20 98% 15.77% . 9.95% 5.62% 

Mld-Cap. 3-5 112 1401% 6 81% 7.88% 0 92% 
1ow.cap. 6-8 1 22 15.49% 1029% 8.64% 165% 
Micro-Csp, 9-10 136 16.46% 1325% 9 59% 3 65% 

"Eem are eatlmslad from monthly portfolio total rewms in excass of the D d a y  U S Treasury bill total return versu5 the s&P 500 tola1 returns 

"Historical riskless rata is measured by the &.yew arilhmetic mean income return component of ZDyear government bonds 15.21 percent) 

in excess of the May U.S Treasury bill, January 192Wecember 2007. 

tCelculated In the c o n w  of Ihe CAPM by multiplying the equity risk premium by beta The equily risk premium Is estimated by Ihe arithmetic 
mean total relurn of the S&P 500 (12 26 percent) minus the arithmetic mean income return component of Zll-year government bands 
(5 21 pEWt) h1926-2007  

Graph 7-2' 
Security Market line versus Size-Deciie Portfolios of the NVSE/AMEX/NASDAa 
19262007 
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Further Analysis of the 90th Decile 

The size premia presented thus far do a great deal to explain the return due solely to size in publicly 
traded companies. Howeveq by splitting the 10th decile into M O  size groupings we can get a closer look 
at the smallest companies. This magnification of the smallest companies will demonstrate whether the 
company size to size premia relationship continues to hoid true. 

As previously discussed, the method for determining the size groupings for size premia analysis 
was to take the stocks traded on the NYSE and break them up into IO deciles, after which stocks 
traded on the AMEX and NASDAQ were allocated into the same size groupings. This same method- 
ology was used to split the 10th decile into two parts: roa and rob, with rob being the smaller of the 
two. This is equivalent to breaking the stocks down into 20 size groupings, with portfolios 19 and zo 
representing Ioa and rob. 

Table 7-7 shows that the pattern continues; as companies get smaller their size premium increases. 
There is a noticeable increase in size premium from Ioa to Iob, which can also be demonstrated 
visually in Graph 7-3. This can be useful in valuing companies that are extremely small. Table 7-6 
presents the size, composition, and breakpoints of deciles xoa and rob. First, the recent number of com- 
panies and total decile market capitalization are presented. Then the largest company and its market 
capitalization are presented. 

Breaking the smallest deciIe down lowers the significance of the results compared to results for the 
10th decile taken as a whole, however. The same holds true for comparing the 10th decile with the 
Micro-Cap aggregation of the 9th and 10th deciles. The more stocks included in a sample the more 
significance can be placed on the resdts. While this is not as much of a factor with the recent years of 
data, these size premia are constcucted with data back to 1926. By breaking the 10th decile down into 
smaller components we have cut the number of stocks included in each grouping. The change over time 
of the number of stocks included in the 10th decile for the NYSWAMEXINASDAQ is presented in Table 
7-8. With fewer stocks included in the anafysis early on, there is E strong possibility that just a few 
stocks can dominate the returns for those early years. 

While the number of companies included in the 10th decile for the early years of our analysis is 
low, it is not too low to still draw meaningful results even when broken down into subdivisions xoa and 
rob. All thing considered, size premia developed for deciles Ioa and xob are significant and can be used 
in cost of capital analysis. These size premia should greatly enhance the development of cost of capital 
analysis for very small companies. 

Table 7-6' 
Size-Decile Porifolios 90a and 10b of the NYSEIAMWNASDAQ, 
largest Company and Its Mlarlcet Capitalization 
September 30,2007 

Receot Dacile Market Capitalization 
Recanl Number Marltet Capitalization of Largest Company Company 

Oecile of Companies [ in Lorsands) (in thousands) Name 

10a 386 108.458.780 363,479 Emergency Medical Services Corp 
1Ob 1.405 143,681297 211.590 Miller Industries Inc. Tenn 

NOW lhess numben may no1 aggregate lo equal decile 10 figures 

* Sourcr @zoo8or CRSPa, Center for Rscarch in Security Prim. Graduate School of Busincsr, The Universicy of Chicago 
used with permission. All rights reserved. www.crsp.chicagogsb.edu 
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Table 7-7' 
Long-Term Returns in Excess of CAPM Estimation for Decile Portfolios of the NVSElAMEWNASDAQ, 
with 10th Decile Split 
19262007 

Realiid btimeted She Premium 
Arithmelic Refurn in Return In [Rerum In 

Msen &CESS Of . Excess 01 EXCESS O f  
Bate* Return R~SIIIESS Rate" fliskiess Relet CAPNI) 

1-largest 0.91 11 31% 6 10% 6.45% -0.34% 
2 1.03 13 16% 7 95% 7.27% 0 68% 
3 1.10 13 72% 8 51% 7.75% 0.76% 
4 112 14.07% 8 86% 7.93% 0 93% 
5 116 14.85% 9.64% 8.17% 147% 

6 1.18 15 14% 9 93% 8.33% 160% 
7 1.24 15.46% 10.26% 8.76% 1.50% 
8 1.30 16.5896 1138% 9 18% 220% 
9 1.35 1728% 12.07% 9.51% 2.56% 
loa 1 42 19 22% 14.01% 10.02% 3 99% 
10b-Smallest 1.39 24.71% 19.50% 9.77% 8 73% 

Mid-Cap. 3 5  .LIZ  14.01% a 81% 7.88% 0.92% 
bW.C8p. 6-8 1.22 15.49% 10.29% 8.69% 1.651 
Mim-Cap, 9-10 1.36 18.46% 13.25% 9 59% 3.65% 

'8alas are sstimatad from monthly portfolio total a N m  in exc~lis of the 30-day U.S. Treasury bill tolal return versus the S&P 500 total return 
in w s s  of the Xiday U.S.Treasury bill, January 1926-December 2007. 

tCelculated in the C M I ~ X ~  of the CAPM by multiplying the equiw risk premium bv bela The equity risk Premium is estlmated by the arithmetlc 
mean total relum of lhe S&P 500 (12.26 percent) minus the arithmetic mean income return component of PO-year government bands 
(5 21 percent) Imm 1926-2007. 

""Historical risklsss tats is  measured by the 62-year arithmetic meen incoma return component of 20-year gowrnmenl bonds 15 21 percent) 

Graph 7-3' 
Security Market Line versus Size-Decile Portfolios of the NYSE/AMEWMASDAa, with 10th Decile Split 
1926-2007 
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Table 7-8' 
Historical Number of Companies for NYSElANlWASDAQ Decile 10 

Seut. Number of Compeniffi 

1926 
1930 
1940 
1950 
1960 
1970 
1980 
1990 
2000 
2005 
2006 
2007 

52" 
72 
70 

100 
109 
865 
685 

1.814 
1,927 
1,746 
1,744 
1375 

'The fewest number of companies was 49 in MErch. 1926 

Alternative Methods of Calculating the Size Premia 
The size premia estimation method presented a-we makes several assump-ans with respect to the 
market benchmark and the measurement of beta. The impact of these assumptions can best be examined 
by looking a t  some alternatives. In this section we will examine the impact on the size premia of using a 
different market benchmark for estimating the equity risk premia and beta. We will also examine the 
efiict on the size premia srudy of using s u m  beta or an annual beta.' 

Changing the Market Benchmark 
In the original size premia study, the S&P 500 is used as the market benchmark in the calculation of the 
realized historical equity risk premium and of each size group's beta. The WSE total value-weighted 
index is a common alternative market benchmark used to calculate beta. Table 7-9 uses this market 
benchmark in the calculation of beta. In order to isolate the size effect, we require an equity risk 
premium based on a large company stock benchmark. The NYSE deciles 1-2 large company index 
offers a mutually exclusive set of portfolios for the analysis of the smaller company groups: mid-cap 
deciles 3-5, low-cap deciles 6-8, and micro-cap deciles *IO. The size premia analyses using these 
benchmarks are summarized in Table 7-9 and depicted graphically in Graph 7-4. 

For the entire period analyzed, ~92.6-2007, the betas obtained using the NYSE total value- 
weighted index are higher than those obtained using the SBP 500. Since smaller companies had 
higher betas using the NYSE benchmark, one would expect the size premia to sbrink. However, as was 
illustrated in Chapter 5, the equity risk premium calculated using the M S E  deciles 1-2 benchmark 
results in a value of 6.35, as opposed to 7.05 when using the S&P 500. The effect of the higher betas 
and lower equity risk premium cancel each other out, and the resulting size premia in Table 7-9 are 
slightly higher than those resulting from the original study. 

4 Sum beta is the method of bem estimation described in Chapter 6 that was devdopcd to bcmr account for the !agged 
reaction of small stocks to marker movanenci. The sum bets methodology was developed for the same reeson that the 
size premia were developed; smell company betas were too small to account for ell of their excess returns. 

$ Source: B)aooBor CRSP*, Center for Research in Security Prices. Graduate School of Business, The Univeniry of Chicago 
used with permission. All rigbrs reserved. m.cr6p.chicagog6b.edu 
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Dear Reader, 

This volume updates the 1994 edition of 
Corporate Piirance Criteria. There ace several 
new chapters, covering our recently introduced 
Bank Loan Ratings, criteria for “notching” junior 
obligations, and the role of cyclicdity in ratings. 
Naturally, the ratio medians have been brought 
up to date. 

Standard & Poor’s criteria publications represent 
our endeavor to convey the thought processes and 
methodologies employed in determining Standard 
& Poor’s ratings. They describe both 
the quantitative and qualitative aspects of the 
analysis. We believe that our rating product has 
the most value if users appreciate all that has 
gone into producing the letter symbols. 

Bear in mind, though, that a rating is, in the end, 
an opinion. The rating experience is as much an 
art as it is a science. 

Solomon B. Samson 
Chairman, Corporate Ratings Criteria Committee 
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The utllitiesrattng methodology encompassestwo basic 
components business risk anal@ and flnandal analysis 
Evaluation of industry charaderisti~. the pltllity.6 posltlon 
wlthfn that indushy, its regulatlon, and its management 
provides the context for d n g  afirm's flnandal condi- 
tl0n 

Hlstorical analysis is a tool for ldentifyfslg strengths and 
weaknesses, and pravides a starting pnlnt for evaluating 
flnandal condiMon. Business podtion assessment is the 
qualftatfve measure of a uMUly's fundammtal credltwor- 
thiness. It focuses on the forces that will shape the utilities' 
future. 

The ereat analysis of utllitles is qulcMy evolving. as 
utilities are treated less as regulated monopolres and more 
as enUties faced with a hDst of challengers in acompetitive 
environment Marketplace dynamlcs are supplanUng the 
power of regulatlon, making it critically important to re- 
duce costs and/or market new services In order to thwart 
cornpetltors' inroads. 

Markets and service area economy 
AssessingsenrIce territory begins ww1 the economic and 

demographicevaluationof the areainwhkhtheutlliryhas 
its~chise.Strengthoflong-termdemand forthe product 
is examlned from a macroeconomic perspective. "his en- 
ables Standard & Poor's to evaluate the efFordablUly of 
rates and the staying power of demand. 

Standard & Poor's Wes to discern any secularconsump 
tlon trends and, more importmay, the reasons for them. 
Spedfic items examined indude the size and growth rate 
of the market, strength of the franchise. historical and 
proJected sales growth. income levels and trends in popu- 
lation employment and per caplta Income. A utllity with 
a healthy econorny and customer base-as fflustrated by 
diverse employment opportunlties, average or above-av- 
erage weaIth and income statistics, and low unemploy- 

ment--WEn have a greater capadty to support its opera- 
tions 

For electrlc and gas utllfties. distribution by customer 
class Is sautinIzed to assess the depth and diversity of the 
utility's customer mlx. For example, heavy industrial con- 
centration Is viewed cautiously, SLnce a utility may have 
SlgnIRcant exposure to cycllcal volatility. Alternatively. a 
large resldential component yields a stable and more pre- 
dicbble revenue stream. The largest utility customers are 
identifled to determlnethelrimpor&incetothe bottomline 
andassesstheriskofthelrlossandpotentialadverseeffect 
on the uMUty*s flnandal posttion. Credit concerns arise 
when individual customers represent more than 5% of 
revenues. The company or industry may play aslgnIficant 
role in the overall economlc base of the service area More- 
over, large customers may turn to cogeneration or alterna- 
tive power supplresto meettheir energyneeds, potentially 
leading to reduced cash flow for the utility (even in cases 
where a large customer pays discounted rates and Is not a 
profitable account for the utllity). Customer concentration 
is less sfgnlflcant for water and telecommunication utili- 
ties. 

Competitive position 
As competitive presswes have intensifled in the utlllties 

industry. Standard &Poor's analysis has deepened to in- 
dude a more thorough revlew of competitive podtlon. 

Electric utitty competition 
For elecMc utilities competitive factors examined ln- 

dude: percentage offlrmwholesale revenues that are most 
vulnerable to competition; industrid load wncensatlon: 
exposure of key customers to alternative supplfem corn- 
merdal concenirations; rates for various customer classes; 
rate deslgn and flexibility: productloncosts, both marginal 
and fixed; thereglonal capadty situation; and transmission 
constraints. A reglonal focus is evident, but htgh costs and 
rates relative to national averages are also of slg&hnt 
concern because of the potential for electridty substitutes 
over time. 

Mountlng cornpetitton in the electric utility industry 
derives from excess generating capadly, lower barriers to 
enterhg the elecIrIc generatlng budnw, and marginal 
costs that are below embedded costs Standard & Poor's 
has already witnessed declining prices in wholesale mar- 
kets. as de fecto retail cornpetitton is already being seen in 
several parts of the country. Standard & Poor's belleves 
that over the comlng years more and more customers will 
want and demand lower prices. InfM concerns focus on 
the largest industrial loads, but other customer classes wffl 
be increasingly vulnerable. Competition will not necessar- 
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fly be drlven by legislation. Other pressures wlll arise! from 
global competition and improving technologies, whether 
it be the dedlnlng Cost of incremental generation or ad- 
vances in transmission capadty or substltute energy 
sources Uke the fuel cell. It Is fmposlble to say predsely 
when wide-open retall competitfon will occw thls wffl be 
evolutionary. However. significantly greater competition 
in retall markets is inevltabla 

6a6 utility competition 
SMlarIy, gas ullllties are analyzed with regard to thelr 

competitive standing in the three maJor areas of demand 
residential, commerdal. and industrial. Although regu- 
lated as holders of monopoly power, natural gas ullllties 
have for some time been adlvely competing for energy 
m.xketshare with fueloU. electricity,coal. solar, wood, e& 
The long-term staying power of market demand for natu- 
ral gas cannot be taken for granted. In fact, as the electric 
utlllty industry restructures and reduces costs. electric 
power wlll become more cost competitive and threaten 
ceriain gas markets. In addition, independent gas market- 
ers have made greater inroads beNnd the dty gate and are 
competing for large gas users, Moreover. the recent trend 
by state regulators to unbundle utility services ts ueatlng 
opportunities for outsiders to market niche products. Dis- 
tributors still have the upper hand, but those who do not 
reduce and control costs, and thus rates, could find com- 
petition even more dimcult 

Natural gas pipelines are Judged to cany a somewhat 
higher business risk than dlsplbutlon companles because 
they face competltion in every one of their markets. To the 
extentapipellneservesuttlltiesversusindustrfalend users, 
its stabfflty is greater. Over the next five years pipellne 
competltlon will heat up  since many servlce contracts wlth 
customers are expiring. Most distributor or end-use cus- 
tomers are loobg to reduce pipeline costs and are work- 
ing to improve their load factor to do so. Thus, pipelines 
wlll likely find it dimcult to recontract all capacity in 
coming years. Behg the pipeline of choice is a fundlon of 
attractive transportation rates, dlversity and quallty of 
services provided, and capacity available in each particular 
market. In all cases though, periodic discounting of rates 
to retaln customers will occur and put pressure on profit- 

Water utility competition 
As the last true uWty monopoly, water utilities face very 

little competition and there Is currently no challenge to the 
continuation of franchise areas. The only exceptions have 
been cases where investor-owned water companies have 
been subject to condemnation and munidpallzaUon be- 
cause of poor Service or political motivatlons. In that re- 
gard, Standard & Poor’s pays dose attention to costs and 
rates in relation to nelghbodng utilities and national aver- 
ages. on contrast, the privatization of publicwater fadlltles 
has begun, albeit at a slower pace than antldpated. This is 
occurring mostly in the Form of operating contracts and 
pubUdprivate partnerships, and not in asset transfers. 
This trend should continue as clties look for ways to bal- 
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abfflty. 

ance their tight budgets.) Also, water utilities are not fully 
immune to the forces of competition: in a few instances 
wholesale customers can access more than one supplier. 

Telephone competition 
TheTelecommunlcations Act of 1896acceleratesthecon- 

tlnuing challenge to the local exchange compantes’ (LECs) 
century-old monopoly in the local loop. Competitive ac- 
cess providers (CAPS), both ftidllties-based and resellers, 
are aggressively pursuing customers, generally targethg 
metropolltan areas, and promising lower rates and better 
Service. 

Most long-distance calls are s a  originated and termf- 
nated on the local telephone company network. To com- 
plete such a call, the long-distance provider (including 
AT&T, MCI. Sprint and a host of smaller interexchange 
carriers or “IXCs”) must pay the local telephone company 
a steep “access” fee to compensate the local phone com- 
pany for the use of its local network. CAPS. in contrast. 
b a d  or lease faciIities that dfrectly connect customers to 
their long-distance carrier, b y p d n g  the local telephone 
company and avolding access fees, and thereby can offer 
lower long-distance rates But the LECs are not standlng 
SW, they are combating the loss of business to CAPs by 
lowerJng accessfees, therebyredudng the economicincen- 
tive for a high usage long-&stance customer to use a CAP. 
LECs are attempting to make up For the loss of revenues 
from lower access fees by increasing basic local service 
rates (or at least not lowering them). since basfc service is 
far less subject to competltion. LECs are improving oper- 
ating emdency and marketing Ngh margin. value-added 
new services, Additionally, in the wake of the Telecommu- 
nlcations Act. LECs wffl capture at least some of the inter- 
LATA IongdJstance market. Asaresult of these Mtlarives, 
LECs continue to rebulld themselves-&om the traditional 
utllity monopoly to leaner, more marketing oriented or- 
ganizations. 

While LECs, and indeed all segments of the telecommu- 
nications sector, face increasing competition. there are fa- 
vorable industry factors that tend to offset helghtened 
bllsinessrlskandaugerforoverallrathgsstabllltyfor most 
LECs. Importantly, telecommunications is a declining-cost 
business. WIth increased deployment of Rber optics. the 
cost of transport has fallen dramatically and digital switch- 
ing hardware and software have yielded more capable, 
trouble-free and cast-emdent networks. As a result. the 
cost of network malntenance has dropped sharply, as illus- 
trated by the ratio of employees per 10,000 access lines, an 
oft dted measurement of effidency. Ratios as low as 25 
employees per 10.000 lines are belng seen, down from the 
typical 40 or more employees per 10,000 ratio of only a few 
years ago. 

In addition, networks are far more capable. They are 
increasingly digitally switched and able to accommodate 
Ngh-speed communicaUons.The infrastructure needed to 
accommodate switched broadband services will be built 
into telephone networks over the next few years. These 
advanced networks wlll enable telephone companies to 
look to agreatervariety of hlgh-margin, value-added serv- 
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ices. In addition to those current services such as call 
walting or d e r  ID. the delivery of hundreds of broadcast 
andinteractlvevfdeochannels wlll be posslble.WNlethese 
services offer the potential of new revenue streams. they 
wilI sImultaneous& present a formidable challenge. LECS 
wffl be entering the new (to them) arena of multimedia 
entertllnment and wlll have to develop expertise in mar- 
keting and entertalnment programmlng acumen: such 
sMUsstand Insharp contrast to LECs' traditionalstrengths 
in engineering and customer service. 

Opera eons 
Standard & Poor's focuses on the nature of operations 

from the perspective OF cost. relfabntty, and q u a &  OF 
service. Here, emphasis Is placed on those areas that re- 
quiremanagementattentionintermsoftimeormoneyand 
which, if unresolved. may lead to polltical, regulatory, or 
competitive problems. 

Operations of electric utilitiae 
For electrim, the status of utiUy plant Investment Is 

reviewed wIth regard to generating plant avallabUty and 
utnlzatton, and also for compUance with existing and wn- 
ternplated emrltonmental and other regulatory standards. 
The record of plant outages, equivalent availablltty, load 
factors, heat rates, and capaclty factors are examined. Also 
important is ef8dency. as defined by total megawatt hour 
per employee and customers per employee. Transmission 
inteuconnections are evaluated In terms of the number of 
utilltiesto which the utility in question has, access, the cost 
structures and a d a b l e  generating capadty of these other 
utilities, and the price pafd for wholesale power. 
Because of mounting competltlon and the substantial 

escalatlon In decommissioning estimates, slgnfncant 
weight is given to the operation of nudear fadlltles. Nu- 
dear plants are becoming morevulnerable to high produc- 
tion costs that make their rates uneconomic. Signincant 
asset concentration may expose the utiuty to poor perform- 
ance. unscheduled outages or premature shutdowns. and 
large deferrals or regulatory assets that may need to be 
wrltten off for the utility to remah competitive. ALSO. 
nud& fadlUIes tend to represent slgniflmnt portlons of 
the& operators' generati ng CapabiUty and assets. The loss 
of a productive nuclear unit from both power supply and 
rate base can interrupt the revenue stream and create sub- 
stantial additional costs for repairs and improvements and 
replacement power. The &ill@ to keep these stations run- 
nlng smoothly and economically directly influences the 
ability to meet electric demand, the stability of revenues 
and costs, and, by extension, the ablllty to mahtaln ade- 
quate credihrvorthiness. Thus, economic operation, safe 
operation. and long-term operation are examined In depth. 
SpeclfIcaUy, emphasis is placed on operation and mainte- 
nance costs. busbar costs, fuel costs. refueling outages, 
Forced outeges, plant statlstlcs, NRC evaluatlons, the po- 
tential need for repalrs, operating licenses. decommission- 
ing estimates and amounts held in external trusts. spent 
fuel storage capaclty, and management's nuclear experI- 

ence. In essence, favorable nuclear operations offer SlgnIfI- 
cant opportunities but. ifa nuclear unit runs poorly or not 
at alI. the attendant risks can be great. 

Operations of gee utilltfes 
For gas pipellne and dlsMbution companies, the degree 

of plantutilization. the physical condition of the mains and 
llnes.adequacy ofstorage to meet seasonalneeds. "lost and 
unaccounted for" gas levels. and per-unit nongas operat- 
ing and mnstruction costsare Important factors. Emciency 
statistics such as load factor, operatlng costs per customer. 
and operating Income per employee are also evaluated In 
comparison to other utlllties and the Industry as a whole. 

Operations of water utilities 
As a group, water utllitles are continually upgrading 

their physlcel plant to satisfy regulations and to develop 
additional supply. Over the next decade, water systems 
wlll increasingly face the task of maIntatnfng compllance. 
as drinking water regulallons change and infrastructure 
ages. Given that the Safe Drinking Water Act was author- 
ized in 1974, the first generation of treatment plants bullt 
to conform with these rules are almost 20 years old. Addi- 
tlonally, because the focus dudng thls perlod was on sat- 
fsfylng environmental standards, deferred maintenance of 
dlsbrlbution systems has been common. especially in older 
urban areas. The increaslng cost of supplying treated water 
argues against the high level of unaccounted for water 
witnessed In the industry. Consequently, Standard & 
Poor's anticipates capital plans for rebulldlng distribuUon 
Unes and maJor renewal and replacement efforts aimed at 
treatment plants. 

Operations of telephone companies 
For telephone companies, cost-of-service analysis fo- 

cuses on plant capablllty and measures of effidency and 
quality ofservlce. Plant capabllltyis ascertained bylooMng 
at such parameters as percentage of digitally switched 
llnes; fiber optic deployment, in particular in those por- 
tions of the plant key to network survival; and the degree 
of broadband capadty fiber and coaxial deployment and 
broadband witching capacity. Ef3lciency measures in- 
clude operating margins. the ratio of employees per 10,000 
access Unes, and the extent of network and operations 
consolidation. Quality of servlce encompasses examina- 
tion of quantitative measures, such as trouble reports and 
repeat service calls, as well as an assessment of qualitative 
factors, that may Include service quality goals mandated 
by regulators. 

Regulation 
Regulatory rate-setting actlons are reviewed on a case- 

by-case bash with regard to the potential effect on credlt- 
worthiness. Regulators' authorizing Ngh rates of return is 
of llttle value unless the returns are earnable. Furthermore, 
allowlng Ngh returns based on noncash items does not 
benefit bondholders. Also. to be viewed positively. regula- 
tory treatment should allow consistent performance from 
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period to period, given the importance of nnancialstabllity 
as a rating consideration. 

The utititygroup meets frequently with commission and 
staff members, both at Standard & Poor’s omces and at 
commission headquarters, demonstr&ing the importance 
Standard &Poor’s places on the regulatory arena for credit 
quaUty evaluation. Input from these meetings and from 
review of rate orders and their impact weJgh heavfly in 
Standard &Poor’s analysis. 

Standard & Poor’s does not “rate“ regulatory commfs 
sions. State commissions typically regulate a number of 
diverse industries, and regulatory approaches to different 
types of companies often differ within a single regulatory 
Jurisdiction. Thls makes it all but impossible to develop 
inclusive 'ratings" for regulators. 

Standard &Poor’s evaluation of regulation also encom- 
passes the administrative. Judicial, and leglslatlve proc- 
esses involved fn state and federal regulation. These can 
affed rate-setting activities and other aspects of the busi- 
ness, such as competitive entSy, environmental and safety 
ruIes, facllity siting. and securities sales. 

As the utility industry faces an increasingly deregulated 
environment, alternatives to traditional rate-making are 
becoming more critical to the ability of utititles to effec- 
tively compete, maintain earnings power. and sustaln 
credltor protection. Thus, Standard & Poor’s focuses on 
whether regulators, both state and federal, wili help or 
hinder utilities as they are exposed to greater competition. 
There is much that regulators can do, from allocating costs 
to more captive customers to allowing pricing flexlbll- 
ity-and sometlmes Just stepping out of the way. 

Under traditional rate-making. Fates and earnings are 
tied to the amount of invested capital and the cost of 
capital. This can sometimes reward companies more for 
Justlfvlnrr costs than for containing them. Moreover, mast 
current regulatory polides do not permit utilities to be 
flexible when responding to competitive pressures of a 
deregulated market. Lack of flexible tariffs for electric uUU- 
tlesmay Iurelarge customers to wheelcheaper powerfrom 
other sources. 

In general, a regulatory Jurisdiction Is viewed favorably 
ifitpermltsear~gareturnbasedontheabllltytosustaln 
rates at competitive levels. In additlon to performance- 
based rewards or penalttes, flexible plans could Include 
market-based rates, price caps. index-based prices. and 
rates premised on the value of customer service. Such rates 
more closely mlnror the competitive environment that uUU- 
ties are confronting. 

Electric industry regulation 
The ability to enter Into long-term arrangements at ne- 

gotIated rates without having to seek regulatory approval 
for each contract b also important in the electric industry. 
(While contractlng at reduced rates constrains lhmdal 
performance, It lessens the potential adverse impact in the 
event of retail wheeling. Since revenue lasses assodated 
with this strategy are not likely to be recovered from rate- 
payers, utilities must control costs well enough to remain 
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competitive if they are to sustain current levels of bond- 
holder protedion.) 

Natural gas industry regulation 
1nthegastndustry.too. severalstate commission polides 

weigh heavfiy in the evaluation of regulatory support 
Examples include stabihation medpnfsmsto adJust reve- 
nues for changes in weather or the economy, rate and 
service unbundling decisions. revenue and cost allocation 
between sales and transportation customers, flexible in- 
dusMal rates and the general supportiveness of construc- 
tion costs and gas purchases. 

Water industry regulation 
In all water utility activities. federal and state environ- 

mental regulations continue to play a attical role. The 
legislative timetable to effect the 1986 amendments to the 
Safe Drinking Water Act of 1974 was quite aggressive. But 
environmental standards-setting has actual& slowed over 
the pastcouple ofyearsduelargelytoin~~ingsentiment 
that the stringent, costly standards have not been Justified 
on the basis of public health. A moratorium on the prom- 
ulgation of signincant new environmental rules is antid- 
pated. 

Telecommunications industry regulation 
Despite the advances in telecommu&caUons deregula- 

tion, analysb of regulation of telephone operators wlll 
continue to be a keyratlng determinant for the foreseeable 
future. The method of regulatlon may be elther classic 
rate-based rate of return or some form of price cap mecha- 
nism. The most fmportant factor fs to assess whether the 
regulatory hework-no  matter which type-provides 
sumdent financfal Incentive to encourage the rated corn 
pany to maintain its quality of service and to upgrade its 
planttoaccommodate newservlceswNe fadnginaeasing 
competUion from wIre1ess”operators and cable television 
companies. 

Where regulators do still set tariffs based on an author- 
ized return, Standard & Poor’s strives to explore with 
regulators their view of the rate-of-return components that 
can materfallyfrnpact reported versusregulatory earnings. 
Spedfically these include the allowable base upon which 
the authorized return can be earned, allowable expenses, 
and the authorized return. Shce regulatory oversfght runs 
the gamut from strict, adversarial relationshlps with the 
regulated operaUng companies to hlghly supportive pos- 
tures, Standard &Poor’s probes beyond the apparentregu- 
latory environment to ascertain the actual impact of 
regulatlon on the rated company. 

enf 
Evaluating the management of a utility is of paramount 

importance to the analytical process since management’s 
abillties and decisions aCTect all areas of a company’s o p  
eratlons While regulation, the economy, and other outside 
factors can fnnuence results. it is ultimately the quality of 
management that determines the success of a company. 
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With emerging competition. utility management wlll be 
more closely scrutinized by Standard & Poor’s and will 
become an increasingly critical component of the cfedlt 
evaluation. Management strategies can be the key determl- 
nant in dHerentiatIng utilities and in establishing where 
compantes Ile on the business position spectrum It is 
imperative that managements be adaptable. aggressive, 
and proacUve if their utilities are to be viable in the future: 
this k especially important for utfiiitles that are currently 
uncompeUUve. 

The assessment of management Lsaccompllshed through 
meetings. conversattons. and reviews of company plans. It 
is based on such factors as tenure, industry experience, 
graspofindustryissues. knowledgeofcustomersand their 
needs, knowledge of competitors. accounting and flnanc- 
ing practices, and commitment to credit quallty. Manage- 
ment’s ability and willingness to develop workable 
strategies to address their systems’ needs, to deal with the 
competitlve pressures of free market, to execute reasonable 
and effective long-term plans, and to be proactive In lead- 
ing their utUitiesinto the future are assessed. Management 
quallty k also indicated by thoughtful balandng of public 
and private priorities, a record of credibility, and effective 
communicatlonwith the p u b k  regulatary bodies, and the 
nnandal community. Boards of directors will recelve ever 
more attention with respect to their role in setting appro- 
prIate management incentives. 
With competition the watchword, Standard & Poor’s 

also focuses on management’s efforts to enhance ff nancial 
condition. Management can bolster bondholder protedton 
by W n g  any number of discretionary actions, such as 
selling common equlty, lowerlng the common dividend 
payout, and paying down debt Also important for the 
eleclrlcindustry will be creatlvity in entering into strategic 
alliances and working partnerships that improve em- 
ciency, such as central dispatching for a number of utilities 
or locking up at-risk customers through long-term con- 
tracts or expanded flexible pricing agreements. Proactive 
management teams will also seek alternatives to tradi- 
tional rate-base, rate-of-return rate-making, move to adopt 
higher depredation rates for generating facilities. segment 
customers by lndividual market preferences, and attempt 
to create superior service organizations. 

In general, management’s ability to respond to mounting 
competition and changes in the uttliey industry in a swLn 
and appropriate manner will be necessary to maintaln 
credit health. 

Fuel, power, and wafer supply 
Assessment of present and prospective fuel and power 

supply is critical to every electric uUlity analysis, while 
gauging the long-term natural gas supply position for gas 
pipeline and dMbution companies and the water re- 
sources of a water uUUty is equally important There is no 
similar analytical category for telephone utilities. 

Electric utilities 
For eledric utlltties emphasis is placed on generating 

reserve margins, he1 mix, fuel contract terms, demand- 
side management techniques, and purchased power ar- 
rangements. The adequacy of generating margins k 
examlned nationally. regionally. and for each individual 
company. However, the reserve margin picture is rnud- 
died by the impredse name of peak-load growth forecast- 
ing, and also supply uncertainty relatlng to such thlngs as 
Canadian capacity availability and potential plant shut- 
downs due to age, new NRC rules, add rain remedies, fuel 
shortages, problems assodated with nontraditlonal tech- 
nologies, and so forth. Even apparently ample reserves 
may not be what they seem. Moreover, the quality of 
capadty is just as important as the she of reserves. Com- 
panles’ reserve requirements differ, depending upon indi- 
vidual operating characteristics. 

Fuel diversity provides flexibility in a changing environ- 
ment. Supply disruptions and price hikes can raise rates 
and ignite political and regulatory pressures that ulti- 
mately lead to erosion in flnandal performance. Thus, the 
abluty to alter generating sources and take advantage of 
lower cost fuels Is viewed favorably. 

Dependence on any single fuel means exposure to that 
fuel‘s problems: electric utilities that rely on oil or gas face 
the potential for shortages and rapid price Increases: utili- 
ties that own nuclear generating facilities face escalating 
costs for decomdssioning; and coal-ked capadty entalls 
environmental problems stemming from concerns over 
acld raIn and the ‘greenhouse effect” 

Buylng power from neighboring utluties, qual@ing fa- 
dky proJects,orindependent power producers may be the 
bast choice for a utility that faces increasing electrldty 
demand. There has been a growing reliance on purchased 
power arrangements as an alternative to new plant con- 
struction. Thls can be an important advantage, since the 
purchasing uUUty avoids potential construction cost over- 
runs as well as risking substantial capital. Also, urllities can 
avold the ff nancial risks typical of a multiyear construction 
program that are caused by regulatory lag and prudence 
reviews. Furthermore, purchased power may enhance 
supply flexlbfflty, fuel resource diversity, and maxlmlze 
load factors. Utilities that pIan to meet demand proJecUons 
with a portfolio of supply-side options also may be better 
able to adapt to future growth uncertainties. Notwlth- 
standing the beneflts of purchasing, such a strategy has 
rfsks assodated wlth it. By enterfng Into a Rrm long-term 
purchased power contract that contains a ked-cost com- 
ponent, utilities can incur substantial market, operating, 
regulatory, and flnandal risks. Moreover, regulatory treat- 
ment of purchased power removes any upside potential 
that mlght help offset the risks. Utilities are not compen- 
sated through incentive rate-maklng; rather. purchased 
power is recovered dollar-for-dollar as an operating ex- 
pense. 
To analyze the flnandal impact of purchased power, 

Standard & Poor’s first calculates the net present value of 
future annual capadty payments (discounted at 10%). Thls 
represents a potential debt equivalent-the off-balance- 
sheet obIfgatfon that a utUlty incurs when it enters into a 
long-term purchased power contrad However. Standard 
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&Poor's adds to the utility's balance sheet only a portion 
of this amount, recognizing that such a contractual ar- 
rangement Is not entirely the equivalent of debt. What 
percentage Is added is a function of Standard & Poor's 
qualitative a d p i s  of the spednc contract and the extent 
to whlch market, operating, and regulatory nlsks are borne 
by the utility (the risk factor). For unconditional, take-or- 
pay contracts, the risk factor range is from 40%-80%. with 
the average hovering around 60%. A lower risk factor is 
typically asslgned for system purchases from cod-fired 
utilities and a higher dsk  factor is usually designated for 
unlt-speclllc nuclear purchases. The range for take-and- 
pay performance obligations is between 10%-50%. 

G a s  utilities 
Forgas dlstrlbution utilities, long-term supply adequacy 

obviously Is critical, but the supply role has become even 
more Important In credit analysis since the Federal Energy 
Regulatory Commission's Order 636 ellmlnated the Inter- 
state plpeline merchant business. Thls thrust gas supply 
responsiblUties squarely on local gas distrlbutors. Stand- 
ard & Poor's has always belleved distributor management 
has the expertise and wherewithal to perform the Job well, 
but the rfsks are stgnincant since gas costs are such a large 
percentage of total utruty costs. in that regard, it is impor- 
tant for utilities to get preapprovalsof supply plans by state 
regulators or at least keep the sMand  commissioners well 
Informed. To minimize risks, a well-run program would 
diversil'y gas sources among different producers or mar- 
keters, different gas basins In the U.S. and Canada, and 
different pipeline routes. Also. purchase contracts should 
be flrm, wfth minimal take-or-pay provisions, and have 
prices tied to an indushy index. A modest percentage of 
ked-price gas is not unreasonable. Contracts, whether of 
gas purchases or pipeline capacity, should be Intermedate 
term. Staggering contract expirations (preferably annu- 
ally) provides an opportunity to be an active market player. 
A modest degree of reliance on spot purchases provides 
nexlbluty, as does the use of market-based storage. Gas 
storage and on-property gas resources such as liquefied 
naturalgas or propane alr are effectlve peak-day and peak- 
season supply management tools. 

Since pipehe companies no longer buy and sell natural 
gas and ace Just common carriers, connections with varied 
reserve basins and many wells within those basins are of 
great Importance. Diversity of sources helps offset the risks 
arising from the natural production decllnes eventually 
experienced by all reserve basins and Individual wells. 
Moreover, such diversity can enhance a pipeline's attrac- 
tlveness as a transporter of natural gas to distributors and 
end usersseekhg to buy the most economlcdl gas available 
for their needs. 

Water utilities 
Nearly all water systemsthroughout the US. have ample 

long-term water supplies. Yet to gain comfort, Standard & 
Poor's assesses the production capability of treatment 
plants and the abrUty to pump water from underground 
aquifersin relation to the usage demands fromconsumers. 

34 

Havfng adequate treated water storage facllities has be- 
come Important in recent yeam and has helped many 
systems meet demands during peak summer periods. Of 
interest is whether the resources are owned by the utility 
or purchased fromother utllfties or local authorfties. Own- 
ing properties wIth water rtghts provides more supply 
secwity.Thisls especially so in stateslke Californiawhere 
water allocations are being reduced, particularly since re- 
cent droughts and environmental issues have created 
alarm. Since the primary cost for water companies is treat- 
mentft makeslittle rnerence whetherraw water isowned 
or bought. In fact, compliance wlth federal and state water 
regulations is very high, and the overall cost to deliver 
treated water to consumers remains relatively affordable. 

Asset concentration in the electric 
utility industry 

In the electrlc industry. Standard & Poor's follows the 
Operatio~afmcJorgenefatingfa~tiesto assessifthey are 
well managed or troubled. SignfQcant dependence on one 
generating fadlrty or a large financial investment in a 
single asset suggests high dsk. The size or magnitude of a 
particular asset relative to total generation, net plant in 
service, and common equity is evaluated. Where substan- 
tial asset concentration exlsb. the financial proflle of a 
company may experience wide &ngs depending on the 
asset's performance. Heavy asset concentration is most 
prevalent among utilities with costly nudear units. 

mings protection 
In thk category. pretax cash income coverage of all inter- 

est charges Is the primary ratio. For this calculation, allow- 
ance for funds used during construction (AFUDC) is 
removed from income and interest expense. AFUDC and 
othersuchnoncashitemsdonotprovideanyprotectionfor 
bondholders.To Identi@ total Interest expense, the analyst 
reclassifies certain operating expenses. The interest com- 
ponent of various off-balance-sheet obligations, such as 
leases and some purchased-power contracts, isincluded in 
Interest expense. This provides the most direct indication 
of a utility's ablllty to service Its debt burden. 

W e  considerable emphasls in assessing credit protec- 
tion is placed on coverage ratios, thls measure does not 
provide the entire earnings protection picture. Also impor- 
tant are a company's earned returns on both equity and 
capital, measures that highlight a firm's earnings perform- 
ance. Consideration is glven to the interaction of embed- 
ded costs, flnanctal leverage, and pretax return on capital. 

it& structure 
Analyzing debt leverage goes beyond the balance sheet 

and covers quasi-debt items and elements of hidden h a n -  
dal leverage. Noncapitabd leases (including salehase- 
back obligatlons), debt guarantees. receivables financing, 
and purchased-power contracts are all considered debt 
equlvalents and are reflected as debt in calculating capital 
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structure ratios. By making debt level adJustments, the 
analyst can compare the degree of leverage used by each 
utility company. 

Furthermore, esse& are examined to identify underval- 
ued or overvalued items. Assets of questionable value are 
d h u n t e d  to more accurately evaluate asset protection. 
Some tlrms use short-term debt as a permanent piece of 

their capital structure. Short-term debt also is considered 
part of permanent capital when it is used as a bridge to 
permanent flnandng. Seasonal, self-Uquldating debt is ex- 
cluded from the permanent debt amount, but thfssituation 
is me-with the exception of certain gas utlIities. Given 
t h e ~ o n g l E e o f ~ o s t ~  utllltyassets.short-termdebtmay 
expose these companies to interest-rae volatility, remar- 
keting risk, bank line backup risk, and regulatory exposure 
that cannot be readlly offset. The lower cost ofshorter-term 
obUgations (assuming a positively sloped yield curve) is a 
pasitlve factor that partially mitigates the risk of interest- 
rate variability. As a rule of thumb. a level of short-term 
debt that exceeds 10% of total capital is cause for concern. 

Similarly, If floating-rate debt and preferred stock con- 
stitute over one-thkd oftotal debt plus preferred stock, this 
level is viewed as unusually htgh and may be cause for 
concern. It might also indicate that management is aggres- 
sive In Its nnandd policies. 

A layer of preferred stock in the capital structure is 
usually viewed as equity-since dividends are discretion- 
ary and the subordinated claim on assets provldes a cush- 
ion for providers of debt capital. A preferred component 
of up to 10% is t y p l d y  viewed as a permanent wedge in 
the capital structure of utllitles However, as rate-of-return 
regulation is phased out, preferred stock may be viewed 
by utilities-as many industrial firms would-as a tempo- 
rary option for companies that are not current taxpayers 
that do not beneflt from the tax deductlbilily of interest. 
Even now, floating-rate preferred and money market per- 
petual preferred are problematic a rlse in the rate due to 
deteriorating credit quality tends to induce a company to 
take out such preferred stock with debt. Structures that 
convey tax deduaibillty to preferred stock have become 
very popular and do generally afford such financtngs with 
equity treatment. 

Cash flow adequacy 
Cash flow adequacy relates to a company's ability to 

generate funds internally nelative to its needs. It is a basic 
component of credit analysis because it takes cash to pay 
expenses, fund capltalspending, pay dlvldends, and make 
interest and prindpal payments. Since both common and 
preferred dlvldend payments are important to malntaln 
capital market access. Standard &Poor'slooks at cash flow 
measures both before and after dividends are paid. 
To determine cash flow adequacy. several quantitatlve 

relationships are examined. Emphasis is placed on cash 
flow relative to debt, debtdcerequlrements. and capital 
spending. Cash flow adequacy is evaluated with respect to 
aflrm.s abllity to meet al l  fixed charges,induding capacity 
payments under purchased-power contracts. Despite the 
conditlonal nature of some contracts. the purchaser is ob- 
Ifgated to pay a mfnimum capactty charge. The ratio used 
is funds from operations plus interest and capacity pay- 
ments divided by Interest plus capaclty payments. 

Financlng flexibility incorporates a utility's financing 
needs, plans, and alternatives, as well as its flexibillty to 
accomplish its finandng program under stress without 
damaging creditworthiness. External finding capabuty 
complements internal cash flow. Espedally since utllities 
are so capital intensive. a M s  ability to tap capital mar- 
kets on an ongoing basis must be considered. Debt capacity 
reflects all the earlier elements: earnhgs protection. debt 
1everage.d cash flow adequaq. Market access at reason- 
able rates is restricted Ifareasonable capital structure is not 
maintained and the company's h a n d a l  prospects dim. 
The analyst also revlews indenture restrictions and the 
impact of additional debt on covenant tests. 

Standard & Poor's asstyes a company's capacity and 
wlllingness to issue common equity. This is affected by 
various factors, including the market-to-book ratio. dlvi- 
dend policy, and any regulatory restrictions regarding the 
composition of the capital structure. 

35 
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U S  Utilities Ratings Analysis Now 
Portrayed In The S&P Corporate 
Ratings Matrix 
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us, uti ities Ratings nalysis Now Portrayed In 
The S&P cor tings Matrix 
The electric, gas, and water utility ratings ranking lists published today by Standard & Poor's U.S. Utilities & 
Infrastructure Ratings practice are categorized under the business risklfinancial risk matrix used by the Corporate 
Ratings group. This is designed to present our rating conclusions in a clear and standardized manner across all 
corporate sectors. Incorporating utility ratings into a shared framework to communicate the fundamental credit 
analysis of a company furthers the goals of transparency and comparability in the ratings process. Table 1 shows the 
matrix. 

Table 1 

financial Risk Profile 

Business Risk Profile Minimal Modest Intermediate Aggressive HiBhfy leveraged 
Excellent M A M A  BBB BE 
Strong A A A  A- BEE BB- 
sattsfacmrv A BE& EBB RE+ 84 
Weak BBB BB& BEt BB- B 
Vulnerable BB & &  B B- 

The utilities rating methodology remains unchanged, and the use of the corporate risk matrix has not resulted in any 
changes to ratings or outlooks. The same five factors that we analyzed to produce a business risk score in the 
familiar 10-point scale are used in determining whether a utility possesses an "Excellent," "Strong," "Satisfactory," 
"Weak," or "Vulnerable" business risk profile: 

Regulation, 
e Markets, 
e Operations, 
e Competitiveness, and 
e Management. 

Regulated utilities and holding companies that are utility-focused virtually always fall in the upper range 
("Excellent" or "Strong") of business risk profiles. The definiig characteristics of most utilities-a legally defined 
service territory generally free of significant competition, the provision of an essential or near-essential senrice, and 
the presence of regulators that have an abiding interest in supporting a healthy utility financial profile-underpin the 
business risk profiles of the electric, gas, and water utilities. 

As the matrix concisely illustrates, the business risk profile loosely determines the level of financial risk appropriate 
for any given rating. Financial risk is analyzed both qualitatively and quantitatively, mainly with financial ratios and 
other metrics that are calculated after various analytical adjustments are performed on financial statements prepared 
under GAAP. Financial risk is assessed for utilities using, in part, the indicative ratio ranges in table 2. 

Standard & Poor's RetingsDirect 1 November 30,2007 
Sendsrd &Pooh All rlphb resenrsd No mpdnt or dlssemlnetion without SWs pwmirdon See TSIIIIS of Usojlllscleirner M the last page. 
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U.S. Utilities Ratings Analysis Now Portrayed In The S&P Cozporate Ratings M a t h  

Table 2 

(htllv ediusted, r i i r i c a l l ~  demonmed, and expected to consistenttv continue) 
cash flow Deht laueraoa 

(ROldebt) 1%) VFOhntereSt) Ix) lratili debtlcepiml) (%I 
Modest 40-60 4.0 - 6.0 25-40 
intermediate 25 - 45 3.0 - 4.5 35-50 
Aggressive 10-30 2.0 - 3.5 45 - 60 
Hiohlv levsraaed Below 15 25 or less Over 50 

The indicative ranges for utilities differ somewhat from the guidelines used for their unregulated counterpatts 
because of several factors that distinguish the financial policy and profile of regulated entities. Utilities tend to 
finance usith long-maturity capital and fixed rates. Financial performance is typically more uniform over time, 
avoiding the volatility of unregulated industrial entities. Also, utilities fare comparatively well in many of the 
less-quantitative aspects of financial risk. Financial flexibility is generaUy quite robust, given good access to capital, 
ample short-renn liquidity, and the Me. Utilities that exhibit such favorable credit characteristics Wiu often see 
ratings based on the more accommodative end of the indicative ratio ranges, especially when the company's business 
risk profife is solidly within its category. Conversely, a utility that follows an atypical financial policy or manages its 
balance sheet less conservatively, or falls along the lower end of its business risk designation, would have to 
demonstrate an ability to achieve financial metria along the more stringent end of the ratio ranges to reach a given 
ra&& 

Note that even after we assign a company a business risk and financial risk, the committee does not arrive by rote at 
a raring based on the matrix The matrix is a guide-it is not intended to convey precision in the ratings process or 
reduce the decision to plotting intersections on a graph. M a n y  small positives and negatives that affect credit quality 
can lead a committee to a different conclusion than what is indicated in the matrix. Most outcomes wiU fall within 
one notch on either side of the indicated rating. Larger exceptions for utilities would typically involve the influence 
of related unregulated entities or extraordinary disruptions in the regulatory environment. 

We will use the matrix, the ranking list, and individual company reports to communicate the relative position of a 
company within its business risk peer group and the other factors that produce the ratings. 
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Copyrieht 62008, Standard & Poors, a division of The McGmwM Companies, Inc. (SLIP). S&P and/or its third party licensors have exclusive proprietary rights in the data or 
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Analytic seNicSs provided by Standard &Poor's Ratings Services (Ratings Senn'ces) ere the result of separate activities designed to preserve the independence and oblectivity 
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sell any m - t i e s  or make any other investment decislons. Armrdingly, any user of the information contained herein should not rely on any credit mting or other opinlon 
conmined herein In rnaklng any investment decision, Retingsare based on infomtion received by Ratings Sewices Other dhn'sions of Standard &Poor's may have 
infom8tjon that Is not milable to Ratings Sefvlw. Standard & Poor's has esteblished policies end procedures to maintain the confidentiality of nonpublii information 
received durlng the ratings process. 

Ratings Senrices receivescornpensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing 
the seam*ties.While Standard &Pods reserves the right to disseminate L e  rating, it receives no payment for doing so, except for subscriptions to its publications. 
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Prow Grow of Seven AUS Utilitv ReDorts Water ComDanies 
Capitalization and Financial Statistics 

2003-2007, Inclusive 
Notes: 

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved results 
for each individual company in the group, and are based upon financial statements as originally reported 
in each year. 

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of 

(3) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and 

(4) Funds from operations (as defined in Note 3) as a percentage of total debt. 

beginning and ending total debt or preferred stock reported to be outstanding. 

investment tax credits, less total AFUDC) plus interest charges divided by interest charges. 

Selection Criteria: 

The basis of selection was to include those water companies: I) which are included in the Water 
Company Group of AUS Utility Reports (January 2009); 2) which have Value Line five-year EPS growth rate 
projections or Reuters consensus five-year EPS growth rate projections; 3) which have a Value Line adjusted 
beta as published in Value Line Investment Survey; 4) which have not cut or omitted their common dividends 
during the five years ending 2007 or through the time of the preparation of this testimony; 5) which have 60% or 
greater of total net operating income derived from and 60% or greater of total assets devoted to regulated water 
operations; and 5) which at the time of the preparation of Ms. Ahern's accompanying direct testimony, had not 
publicly announced that they were involved in any major merger or acquisition activity. 

The following seven water companies met the above criteria: 

American States Water Co. 
Aqua America, Inc. 
California Water Service Group 
Middlesex Water Company 
SJW Corporation 
Southwest Water Co. 
York Water Co. 

Source of Information: Standard 81 Poor's Compustat Services, Inc., PC Plus / Research 

EDGAR Online's I-Metrix Database 
Company Annual Forms 10K 

Insight Database 
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Caoilal Slruclure Based upon Total Permenenl Capltal for 
the Proxy Group of Seven AUS UUflty Reporls Waler Compenles 

for the Years 2003 lhmunh 2007 

&nerican Stales Waler Co. 
Long-Term Deb1 
Preferred Stock 
Common Equlty 

Total Capllal 

Aaue America. Inc. 
Long-Term Debt 
Preferred SI& 
Common Eqully 

Tolal Capllal 

Callfomle Waler Senrlce Gmup 

Prefemed Stock 
Common Equlty 

Total Capilal 

LonQ-Term Debt 

Long-Term Debt 
Prefemed Stock 
Common Equlty 

Total CaplLal 

SJwCorP. 
Long-Term Debt 
Preferred Slock 
Common Equlty 

Total Capllal 

Swlhwesl Water Companv 
Lonp=Term Debt 
Pmferrad St& 
Common Equity 

Total Cepllal 

York Water Comeanr 
Long-Term Debt 
Prafemd SI& 
Common Equlty 

Total Capllal 

Pmxy Group of Seven AUS UUllty 
peporls Water Cornpanles 
Long-Tern Deb1 
Preferred Sock 
Common Eqully 

Total Capllal 

46.00 % 
0.00 - 53.01 

100.00% 

5588 % 
0.00 
44.03 - 100.00 % 

42.88 % 
0.51 

56.83 - 
l(lo.w% 

49.48 % 
1.46 

48.06 
'100.00% 
- 

47.79 % 
0.01 

52.20 
100.00% 
- 

48.08 % 
0.15 

j&&% 

51.17 % 
0.00 
48.83 

'100.00% 

48.88 % 
0.32 

50.78 - 100.00 % 

- 2006 

48.81 % 
0.00 

51.38 
'100.00% 

51.58 % 
0.10 
48.34 

105.00 % - 

43.47 % 
0.50 
BB.01 

-% 

40.08 % 
1.49 

'100.00% 

41.83 % 
0.01 

- 100.00 % 

43.85 % 
0.15 
&g 

$?Q&?g% 

48.62 % 
0.00 

- 100.00 % 

48.67 % 
0.32 - 52.81 

100.00% 

- 2005 

50.46 % 
0.00 
48.54 

Ipa.oo% 

52.61 % 
0.09 - 47.30 - 100.00 % 

48.07 % 
0.61 
g@g - 100.00 % 

55.88 % 
1.70 

- 100.00 % 

42.83 % 
0.02 

'100.00% 

46.67 % 
0.17 

/oD.oD% 

50.71 % 
0.00 

49.28 
'100.00% 

40.55 % 
0.37 
&&g 

po-gQ% 

5 Year 
2003 - 2004 - 

48.83 % 52.05 % 40.41 % 
0.00 0.00 0.00 

511)7 47.95 
'100.00% '100.00% '100.00% 

52.72 % 52.76 % 53.11 % 
0.08 0.07 0.08 

/oD.oD% 100.00% j&&% 
p7.20 gJz 

48.68 % 52.41 % 47.00 % 
0.61 0.67 0.58 - 50.73 48.82 - 52.32 

!PD.OD% '100.00% '100.00% 

53.00 % 54.05 % 52.84 % 
1.88 2.23 1.75 * 43.72 46.81 - 1OO.OD % - 100.00 % W% 

43.77 % 45.84 % 44.34 % 
0.04 0.05 0.02 

54.31 - 58.10 - 
'100.00% 100.00% loo.og% 

48.53 % 48.50 % 47.12 % 
0.28 0.85 0.32 

51.18 &@ 5z-g 
'100.00% 1M),oo% - 100.00 % 

51.94 % 45.53 % 48.63 % 
0.00 0.00 O.OD 

50.37 a - - 100.00 % 100.00% 100.00 % 

48.78 % 50.13 % 49.05 % 
OAl 0.55 0.30 

@g - 50.56 
'100.00% 100.00% 

Source of Informalion: 
Slandard & P w t s  Compuslal Services, Inc, PC Plus I Research InslQhI Dela Base 
EDGAR Onllne's I-MeMx Database 
Annual Forns 10-K 
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Prow Grouo of Ten AUS Utilitv ReDorts Natural Gas Distribution Companies 
Capitalization and Financial Statistics 

2003-2007, Inclusive 
Notes: 

(I) All capitalization and financial statistics for the group are the arithmetic average of the achieved results 
for each individual company in the group, and are based upon financial statements as originally reported 
in each year. 

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of 
beginning and ending total debt or preferred stock reported to be outstanding. 

(3) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and 
investment tax credits, less total AFUDC) plus interest charges divided by interest charges. 

(4) Funds from operations (as defined in Note 3) as a percentage of total debt. 

Selection Criteria: 

The basis of selection was to include those gas distribution companies: 1) which are included in the 
Natural Gas Distribution & Integrated Natural Gas Company Group of AUS Utility Reports (January 2009); 2) 
which have Value Line five-year EPS growth rate projections or Reuters consensus five-year EPS growth rate 
projections; 3) which have a Value Line adjusted beta as published in Value Line Investment Survey; 4) which 
have not cut or omitted their common dividends during the five years ending 2007 or through the time of the 
preparation of this testimony; 5) which have 60% or greater of total net operating income derived from and 60% 
or greater of total assets devoted to regulated gas distribution operations; and 5) which at the time of the 
preparation of Ms. Ahern's accompanying direct testimony, had not publicly announced that they were involved 
in any major merger or acquisition activity. 

The following ten gas distribution companies met the above criteria: 

AGL Resources, Inc. 
Delta Natural Gas Company 
Laclede Group, lnc. 
New Jersey Resources Corp. 
NICOR Inc. 

Northwest Natural Gas Company 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc 
Southwest Gas Corporation 
WGL Holdings, Inc. 

Source of Information: Standard & Poor's Compustat Services, Inc., PC Plus / Research 

EDGAR Online's I-Metrix Database 
Company Annual Forms I OK 

Insight Database 
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B,FL Resoume. Im, 
Long-Term Deb1 
Pmfemd Stock 
Cwnrnon E@ty 

Total CEpltel - 
Long-Term Debl 
Pmfaned Slack 
Common Equlty 

Total Capltel 

The Ledede GIUUP. In% 

Prefaned Slack 
Common Eqully 

Long-T~rn Debt 

Total Capllel 

p 
LonpTerm Debt 

Common E@& 
Told Capital 

f4lGQEW 
Long-Term Debt 

Common Equlty 

Pmfened SlOck 

PltlfelIXld Slack 

TOtel CSpltel 

Long-Tern Deb! 
Prefemd Slock 
Common Equlty 

Tow Capltal 

LonpTarm Debt 
Pmfemd S M  
Common Equlty 

To@ CaplW 

Bauh J~IEEV Industries.& 
bnQ-T8m~ Debl 
Preferred stock 
Coinmn Equlty 

Told CEplta! 

&Y!&ea GW fimOtLi&?@ 
LMlg.Term Debl 
r n e n e d S M  
Common Equlty 

TOW Cepltal 

~ o l d l n s s .  inc. 

Prefaned Sock 
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-1 NQhnel G88 CMnPQf&&. 

Long-Term Debt - EqW 

Avenyle Pmxy Gmup of Ten AUS 
Nelural Gas DlMbutlon 
Lo~~~J-TEI~II Debt 
Pmfemd Slack 
Common Eqtdty 

Tow Capltel 

@ ~ ~ l l e l  S(rudure B aaed upan Permenant Caull8t for 
the Pmky Group of Ten AUS UUllty Repa& Natural Gee DlstribuUon Cornpanlea 

farthe Yearn 2003 ( h m u a h ~ 7  
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x!.ux!% 
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g!!m % 

47.88 % 
0.00 

m!m% 

48.30 % 
0.00 

L Z Q  
1oo.w% 

44.83 % 
0.08 u m!8% 

61.07 % 
0.00 

m 3  
-0 % 

40.14 % 
1.78 

MI.oQ 
1MM% 

48.58 % 
0.32 

g&j.g 
m!@% 

23% 

51.24 % 
1.21 

loo,a0 % 

51.89 % 
0.00 

g&y 
m 0  % 

60.86 % 
0.13 

4 s  
1Ml.Oosb 

42.26 % 
0.w 

z 5  
lpeee% 

38.80 % 
0.00 
w 
IIw.w% 

47.43 % 
0.00 

m!!Q% 

4274 % 
0.00 

fiz,2li 
lB!JB% 

45.08 % 
0.06 
as§ 

m 0  % 

6521 % 
0.00 

jQQg)% 

40.75 % 
1.81 

m&B% 

47.71 % 
0.32 

u 7  
-% 

S m  of Infonnatlon: 
SLandafd & Paate Cornpuslet Services, Inc., PC Plus I Resaarch Imlght Data Base 
EDGAR Onllne'li I-Mebin Database 
A n n ~ ~ l  Forms 10-K 

5 YEAR 
2004 m3 AVERAOE 

53.32 % 52.22 % 51.17 % 
0.00 1.01 

52.83 % 54.52 % 5284 % 
0.00 0.00 0.00 

53.16 % 50.35 % 50.37 % 
0.16 0.21 0.14 

g&g@ 41t44 g),& 
m 0  % -0 % 100.00% 

42.34 % 38.33 % 38.11 % 
0.00 0.00 0.00 

ELE m w 
ler);M% aWQ% W %  

39.68 % 38.70 % 38.05 % 
0.00 0.00 0.00 

48.75 % 48.70 % 47.61 % 
0.00 0.00 0.00 
w f!w! 2m-d 
1Do.M)% liK!m% m a  

43.57 % 4230 % 45.07 % 
0.00 0.00 0.00 

48.11 % 51.17 $6 46.57 % 
0.28 0.28 0.14 

g&Q w !Ui! 
m&!% m&!% J%W% 

64.69 % ffi.07 % 83.17 % 
0.00 0.00 0.00 

m 3  afu! m!a% . w o  % -0 % 

42.47 % 43.38 % 41.10 % 
1 .e4 1.88 1.80 

&%4! Z a ?  m 
-0 % lQQgQ% mm% 

48.81 % 48.78 % 47.51 % 
0.35 0.24 0.31 
%!&!I rn m 
aQIB% lpeep% ma% 



ul lbl t  NO. __ 
SChEidUlS PMAS 

Walsr Service CorporaU on of Kenlucky 
lndlcaled Common Equily COS1 REIE Through Use Of the 

Single ShgE DlScoUnlEd CESh FlOW Model for 
UlE Proxy Group Of SEWn AUS UUllly Reporls WElEr COmpEdES 

and the Pmxv GmUO of Ten AUS UUllN Reoorfs N8lural Gas DlslrlbuUon COll7Dl3nlBE 

Based upon Hlstortcal End Proleded Gmwlh In DPS. FPS. and BR+SV 

Middlesex Water Company 

SouWeel Waler Compeny 
Yo& Wahr Company 

SJWCorp. 

AVEIXVE 

MEdlm 

Proxy Group ofTEn AUS UUl1ly 
Reports Gas DlsblbuUm 
CMlPenlES 
AGL RESOWCES, Inc. 
Delle NEIu~I GES Company 
LBcl~dtt Oroup, hc. 
New JE~SEY REMU~WB Cow. 
NlMR Inc. 
NOI!~WEB! Ns!unr) Gas Company 
PlEdmWIl N8tUral Gas Co., Iffi. 
Swth J-ey IndWblleS, Inc 
Soulhwest GEE CorporsUon 
WOL Holdlnge. Inc. 

Average 

Medlsn 

Conclusion 

Proxy Group Of Seven AUS uullly 
RED& Weler Campsnles 

AVEWE 

Medlan 

Proxy Group of Ten AUS UUllly 
Reports GES DisMbuUon 
COIDOE~ES 

AVerijgE 

Medlan 

NOles: 

1 a p t! 
Dividend 

AVEregE Gmwlh AdjUSled 

Yield (1) (21 Yleld (31 Rete (4) 
Dlvldend Component Dlddend Gmwth 

2.63 % 0.08 % 

4.10 0.11 
2.22 0.05 
6.25 0.31 
2.57 0.13 
4.12 0.13 

3.65 % 0.13 % 

268 0.09 

- - 

3.01 % 
2 . n  
4.21 
2.27 
6.56 
2.70 
4.25 

3.68 % 

- - 

5.63 % 
6.75 
5.21 
4.76 
8.88 
8.76 
6.42 

6.92 % - 
A% 0.11 % % ~ 8.42 % 

Eased UDOIl PlUleCled Growth In EP S 

1 

Average 
Dividend 
Yield (1) 

2.93 % 
2.66 
4.10 
2.22 
6.25 
2.57 
2 

3.55 % - 
2.83% 

5.40 % 
5.23 
4.88 
3.13 
3.02 
3.43 
3.25 
2.93 
3.53 

4.28 

A% 
A% 

5 

Indlcaled 
Common 

Equity Cos! 
Rale (5) 

8.84 % 
8.52 
8.42 
7.03 

16.44 
1246 
10.67 

10.60 % 

9.52 % 

- - - 

0.13 % 
0.10 
0.16 

0.39 
0.16 
0.16 

0.17 % 

0.09 

____I 

3.06 % 0.00 % 
2.78 7.50 
4.28 8.00 
2.31 8.00 
6.64 1250 
2.73 12.25 

4.28 6.00 

A% ~ 9.46 % 

1206 % 
10.26 
13.28 
10.31 
19.14 
14.98 
12.28 

-46 - 0.16 % A % ~ 9.00 % % 

0.14 % 
0.08 
0.11 
0.12 
0.06 
0.11 
0.13 
O ” l 1  
0.10 
0.07 

0.10 % 

0.11 % 

- - 

5.54 % 
5.31 
6.08 
3.25 
3.08 
3.54 
3.38 
3.04 
3.63 
4.35 

4.02 % 

3.58 % 

- - - 

5.00 % 10.54 % 
3.00 8.31 - 
4.50 8.58 - 
7.75 11.00 
4.15 7.23 
6 . S  10.04 
7.90 11.28 
7.25 1028 
5.75 8.38 
3.50 7.m 

2% 9.55 % - 5.38 % 2% 

A% 
10.90 % - 
9.55 % 

9B2 % 

- 
(1) From Schedule PMAG OfUllS WllblL 
(2) This 18flecls a g w l h  rele wmpMIenlequsl lo one-helf lhe conclusion of gmwth tale (from 

PEgE 1 Of SchEdUlE PMA-9 Of this ullbll) X ColUmn 1 fa IRflECI IhE PBdOdlC papent Of 
dMdends (Gordon Model) 88 Dpposed fa We conUnuous payment Thus, fOrAmErlC8Il 
Sleles Weler Co.. 293% x ( It2 x 5.63% ) = 0.06%. 

(3) Column 1 + Column 2. 
(4) From pEgE 1 Schedule PMAB Of thlS ExhlbiL 
(5) Column 3 + column 4. 
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Proxy Group of Seven AUS Utility Reports Water 
Companles 
Amerlcan States Water Co. 
Aqua America, Inc 
Californla Water Servlce Group 
Middlesw Water Company 
SJW Corp. 
Southwest Water Company 
York Water Company 

Average 

Medlan 

Proxy Group of Ten AUS Utllity Reports Gas 
Distrlbutlon Companles 
AGL Resources, Inc. 
Delta Natural Gas Company 
Laclede Group, Inc. 
New Jersey Resources Corp. 
NiCOR Inc. 
Northwest Natural Gas Company 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
Southwest Gas Corporation 
WGLHoldlngs, inc. 

Average 

Medlan 

Notes: (1) 

(2) 

(3) 

Water Servlce Corporation of Kentucky 
Derivation of Dividend Yield for Use in the 

Discounted Cash Flow Model 

Dividend Yield 

spot 
(1/2/2009)( 1) 

2.93 % 
2.56 
4.11 
2.19 
7.12 
2.57 
4.12 

3.66 % 

2.93 % 

5.31 % 
5.14 
5.31 
3.29 
3.16 
3.62 
3.32 
2.98 
3.56 
4.33 

4.00 % 

3.59 % 

Average 
of 

Last 3 
Months (2) 

2.94 % 
2.80 
4.09 
2.26 
5.38 
2.57 
4.11 

3.45 % 

2.94 % 

- 

5.49 % 
5.32 
4.65 
2.97 
2.88 
3.23 
3.18 
2.88 
3.50 
4.23 

3.83 % 

3.36 % 

= 

Average 
Dividend 
Yield (3) 

2.93 % 
2.68 
4.10 
2.22 
6.25 
2.57 
4.12 

3.55 % 

2.93 % 

5.40 % 
5.23 
4.98 
3.13 
3.02 
3.43 
3.25 
2.93 
3.53 
4.28 

3.92 % 

3.48 % - 
The spot dividend yield Is the current annualized dividend per share divided by the spot market 
price on 1/2/2009. 
The average 3-month dividend yield was computed by relating the Indicated annualized 
dividend rate and market prlce on the last trading day of each of the Three months ended 
12/31/2008. 

Equal weight has been given to the 3-month average and spot dividend yield. Thls provldes 
recognltlon of current conditions, but does not place undue emphasis thereon. 

Source of Information: S&P Stock Guides 
yahoo.finance.com 

http://yahoo.finance.com
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Water Senrice Cornoration of Kentucky 
Current Institutional Holdings and Individual Holdings for 

the Proxy Group of Seven AUS Utility Reports Water Companies 
and the Prow GrouD of Ten AUS Utili& ReDorts Natural Gas Distribution CornDanies 

1 - 2 

January 2,2009 January 2,2009 
Percentage of Percentage of 
Institutional Individual 

- 

H o I d i n g s Holdings (1) 

Proxy Group of Seven AUS Utility 
Reports Water Companies 
American States Water Co. 
Aqua America, Inc. 
California Water Sem'ce Group 
Mtddlesex Water Comp8ny 
SJWCorp. 
Southwest Water Company 
York Wafer Company 

Average 

Proxy Group of Ten AUS Utility Reports 
Ges Distribution Companies 
AGL Resources, Inc. 
Delta Natural Gas Company 
Laclede Group, Inc. 
New Jersey Resources Cow. 
NICOR lnc. 
NorVlwest Natural Gas Company 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
Southwest Ges Corporation 
WGL Holdings, Inc. 

Average 

Notes: (1) (1 -column 1). 

56.35 % 
50.17 
52.87 
40.01 
45.79 
57.09 
17.42 

45.67 % 

67.42 % 
18.75 
57.20 
63.12 
72.94 
62.65 
48.54 
58.60 
77.95 
3.19 

53.04 % 

43.65 % 
49.83 
47.13 
59.99 
54.21 
42.91 
82.58 

54.33 % - 
32.58 % 
81.25 
42.80 
36.88 
27.06 
37.35 
51.46 
41.40 
22.05 
96.81 

46.96 % 

Source of Information: today.reuters.com, updated January 2,2009 

http://today.reuters.com
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able to ovircome the &cat backdrop 
that conservation efforts (related to the 
federall proclaimed June 5th state wide 
droughtf created. posting a 26% earnings 
growth in the second quarter. Indeed, a 
proved rate increases added roughly $& 
mllllon to the to line and boosted water 
margins by S 3 . l  mlUIon. Recently filed 
general rate cases for Re ion II and 111 
should result in meanIn&l annual rate 
increases effective the beginning of 2009. 
There may be additional support on 
the horbn. Now that more timely and 
company-filendly rullngs seem to have be- 
come more commonplace, the  revamped 
CPUC can work on im Iementing some of 
the regulato mech&ms laid out in the 
California S t e r  Action Plan of 2005. If 
so. the corn any stands t o  benefit from the 
ado tion o?the water revenue ad istment 
m e L r n ,  which attempts to limit the 
effects of weather condltions and generate 
more-stable earnlami patterns. Conse- 

and  are now ranked 2 (Above-Avk 
age). They've lnched up a blt shce  our 
July revlew, des lte the dlfficulties of the 
overall market. %e think this issue will 
likely continue to better the broad market 
over the coming six to 12 months, bene- 
fiting from the continued regulatory lm- 
provements mentioned above, as well as 
the issue's more conservative bent, namely 
the healthy income stream lt provides. 
Still, the stock. does not stand out for 
3- to 6-year a predation potential. 
The flnandal cupfoard is barren, meanIng 
that the lofty infrastructure costs that we 
suspect to ersist wlll have to be funded 
b~ ouWe kmnders.  The troubles of the 

ebt markets make share offerln s a bit 
more &el but either method would 
dilute the Zture  shareholder gains we en- 
vision, as well as limit the company's 

to take advantage of a hlgfily fhg 
mented industry landscape. 
AndreJ. Cmtanza October 24.2008 
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12.3% 122% 11.7% 123% 127% 1024 IO.% 112% 10.0% 83% IO.O% 11.H RslurnonShr.Equlty if.-% 
124% 123% 11.1% 124% 121% 102% 10.7% 112% lO.oY, 0.7% LOX, If& RetumonCwEqully 11.6% 
4.6% 4.3% 4.1% W% 62% 4.2% 4.6% 48% ti% 3.2% 8.04: 3~5% AslslnedbComEq 4.0$ 
B(% 6% 60% 5% 59% 6% RX 66% 63% 67% I#% 86% AllDffdstoNslPrnf 65% 

BUSWESS: &ua Amerlm, ha le he holding company fin welw olhm. Welfu 6up& rnvanuas '07: resklsnllsl, WX; commentel, 
end viasbwalw UielUss ha1 IWB sppmxlmelely 28 mrmDn nsl- 14% buJuMal6 olhar, 26%. O R I ~ K  and miadws own 1.4% of 
dank h Penmylvanla, OYo, No& CemIfna, 1ilinals. Tmpu, Naw h e  mmmm N m k  (4108 Pray). ChaLmsn 6 Chid ExawUve Of- 
Jsmny, %Ma, Indiana, snd live o h r  elatas. D k b d  Ulrse of fiulr. Nlchdm DsBsnedkUe Inmrporaled: Penn8)4vanla. Addmas: 
fom nomvaler bualnmes In '81: WmlUxeUng p u p  In '83; and 762 Wesl LanCasiLIr AvsWB, Bfyn Maw, PeMsyfvarda 18010. TaC 
crthanr Asqulrsd AqueSouna, 7/D$ WKatOnere W&er, 4DSi end sphans: 6105!E-1400. Inlamel: ww.nqua~.tom. 
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be= the beneflciaxy of vast &an es 106 the company to recov& incurred costs 
in the CWornlan regulator i&a- and make for a smoother earnings stream 
structure. The com any re orteisecond- going forward. Consequently, we've raised 
uarter earnings of f0.48, 3g% better than our 2008 and 2009 share-earning es- 

&e year before. More impressive was the timates by a dime a piece, to $1.70 and 
fact that California, where the  company $1.95, respective1 
does the bulk of its business, was under W e  like the dkerslfjlcation strategy 
conswatton guldelines, due to drought- that is being employed. Mana ement 
like condttions. Revenues surged 10%. t o  has completed the acquisition of &koloa 
$105.6 million, in the period, with rate in- Water and Wastewater Systems, which 
creases res onsible for near1 two-thirds of rovldes services to resort areas in 
the jump. h e  California F&blic Utilfties hawatt. This is its second purchase there 
Commission (CPUC) has undergone a sig- this ear and should limit geographic- 
niflcant change in methodolo of late. ; p , J c  weather constraints. 
creating a more favorable basdrop for hese shares do not stand ou t  . .. 
utility providers. They are ranked 3 (Average) for Tim&- 
We suspect that things will continue ness and offer below-average 3- to 5-year 
to improve. Shortly after the second appredatton potential, due to  the high In- 
quarter ended, the CPUC approved a frastructure costs we envision persisting. 
settlement between its Division of . . . but may whet the a etite of risk- 
Ratepayer Advocates and CWT, authodz- averse investors. CW?%as not given 
ing rate increases totaling $33.4 million, much ground since our July review, a 
as well as authoring additional requests in novelty in such a tumultuous market envk 
the remaining dlsmcts. Meanwhile, as per ronment. Investors may favor the stock's 
an earlier agrement, several new re steady returns and healthy dividend yield 
latory dedsfons went into effect July f%y until there Is evfdence of market recov 
The lmplementatton of a water revenue AndreJ. Castanza October 24. %Ut 

Aug, and Nov. 8 Nd ralnvedmsnt plan I53.3716h. 
I M a .  

ividends h"tob# psld In mld-Feb., C) In& d l n a d  chargse. In '07: SD.7 mol. 
85 
66 iD1 In mLUons. sdh~ated for 6pOL 
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PERFORMANCE 3 A m a  

Teduncd 3 ~vllngo 

SArrrY 3 Awsua 

BETA .80 ( IOO-MSIW)  

Pdm QmWh Pan;laIMw 40 

S: Middlesex Water Company engagcs in the 
ownership and operation of regulated water utility systems 
m New Jemcy and Delaware, as well as a regulated 

in New Castle, Kent, and Sussex countice. In September, the 
company expanded operations into North Carolina, provid- 

LONGTERM DEBT AND E Q W  

P s n ~ o n L l s b l t y ~ l i 8 S m h ~ ~ S i M ~  h’06 

3Mcs. 6Moa. 
Common Stoa l3PlsOW sham 



12/31100 

F*ol 
YOU 

12151105 

12151D7 
12151108 

12nMB 

12151&9 
cp1. 

ondar 
2005 
2w1s 
2007 
2wB 

lndudlng Cap Latuer NA 

Leasas, Uneapltalhd h u a l  mnlals NA 
(48% of Cepl) 

LIABIUTIEG ($mUI.) 
EARNINGSPW8W Full ~dpaysble 7.3 8.3 6 2  ia za sa 4a Year DebtDve 16.0 5.6 18.1 

.15 .31 63 1 3  1.12 JQ _g 
1 4  35 AB 22 1.VJ CWn'LhJb 37.2 93.0 45.0 

.16 LONG-TERM DEBT AND EaUlTY 

.I2 .28 A3 30 1.04 

.I5 .34 A7 .28 

ns or mol08 
PUARTrRLY DMDENDS PAID Full 
l a  2P 3P 4P Y z  iolaiDebtfW2mR~ Due In 6 Ym. NA 

A41 .t4 .141 .141 .56 
.I61 151 .161 351 A0 
.161 .IS1 .I61 

.I34 134- ,194 ,194 " .54  LTDobtS2179ma 

BUSIIWSS: SJW Corp., through its subsidia~ies, engages 
in the production, purchase, storage, purification, distribu- 
tion, and retail sale of water. The company offers nonregu- 
latcd water-related services, including wnter system opera- 
tions, a s h  remittences, and maintenance contradt services, 
SJW also owns undeveloped land; a 70% limited partner- 
ship interest in 444 West Santa Clara Street., L:P.; and 
operates commercial buildings in Arizona, California, Con- 
necticut, Florida, Tennessee, and Texas. As of June 30, SJW 
provided water service to approximately ZZS,OOO connec- 
tions that served a population of approximately one million 
people in the San Jose a m  It also provides water service to 
approximately 7,900 connections that serve approximately 
36,000 residents in a service tuea in the region between San 
Antonio and Austin, Texas. In August, David A. Green was 
appointed chief financial officer. HM 364 employees. Chair- 
man: Charles J. Toeniskoetter. he.: CA. Address: 374 W. 
Sank Clara Street, San Jose, CA 95113. Tel.: (408) 279- 
7800. Internet: http://www.sjwateccom. 

M G. 

October 24. 2008 

TOTAL SHAREHOLDER RETURN 

3M06. 6Mos. I Yr. 3 Yrs. 5 Yn. 
DMenda piua epprsdslbn 81 orB/JMWB 

14.23% 8.04% -10.31% 32.0196 140.12% 

http://www.sjwateccom
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BETA .SO (1.W 0 Mslke9 

-- 

municipalities m York County and seven municipalities in 

tion of its pending rate case with the Pennsylvania Public 
Utility Commission. Has 109 employees. C.E.O. & Presi- 

MG. 

Pendon UahllllyS(.O mpL h '07 vh. tss muL In '06 

Pfd Dlv'd Pald NDns 
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SAFETY 2~rumm __ 

0 0 0 0 0 0  

123% 78% 11.6% 112.3% 14.6% 144% 11.Mb 12sw 132% 12% t20% f Z E i  RnlurnnnComE;juliy 13.6% 
4.4% NMF 3.2% 4.2% 7.0% 6.6% 6.6% 6.2% 6.3% 5.3% 43% hofc RslalnedloCwnEq 65% 
64% 101% 72% 65% 62% 63% 48% 62% 62% 65% 61% 6t% AnDNdstoNslPmf 69% 

BUSINESS: AGL Reeourco, Ink la 8 pubb uUMy hddlng mmp pmpme. Duagulated aubddlarlss GeCqb Nelural Qiu mitiela 
ny. U6 dMbu!lon subnIdla~Iss Indude AUmle Qw Ughl, Cbl- nalml gas el ml$l Sold UUlpm, 3wI. Acqulmd Compass Energy 
l m g a  088, and Vk~fnla Nelursl GSS. The UblllleS ham mWs Ulm Suvf&?8,10107.0~/dkedom W lens lhWllJ% o( mmon 
22 mUUon w&mm In QeoaQla, VlrgMe, Tennessee, Nsw Jersey, (NE Pmxy!. Pres. fi CEO: John W. Same*dder I I .  I f l ~ :  OA 
Fk#Me, wd Marylmd. Engaged In nwvegulated nalural gas Addc Ten Psachlnte Pbu, NE, Abnle, QA W 8 .  Telephone: 
markclEng d olhar Palad serwlms. Also wholesales end nbUs 400-WWO. Internet w,~gku;ourtesmm 

Shares of AGL Resources have held ample supply of natural gas to the reglon. 
up relatively well since our Septem- The proJect will likely be completed late in 
ber review, desplte conslderable weak- 2009, and ou ht to earn solid returns for 
ness in the broader market The company the company %Usewhere. constructlon con- 
reported healthy performance ln the third tinues on the Splndletop salt dome in 
quarter. Revenues and share earnings  ad^ Beaumont, Texas. This under ound natu- 
vanced conslderably in the recent interim. ral gas stora facilit will 0% up to 12 
This was pdmarlly due to strength in the billion cublc%et (bc$ of gas ca adty in 
Wholesale Services business, which two caverns. The project shoulzmeet a 
reported much hl her operating lncome for growing demand for natural gas storage in 
the perfod. Elsewaere, performance at the the region. Meantime, AGL is moving for- 
DlsMbuUon Operatlons was helped by ward with the Magnolla Pipellne Project. 

rater  pi elbe replacement revenues for Thls $48 million Mtlatlve will provide 
blanta 8as Light. However, the utUity transportation of re aslfied liquid natural 
operations continued to be dampened by gas from Elba Islan8 to Atlanta Gas Light 
weakness In the housing market, and cus- in the Macon and Atlanta areas. 
tomer growth has slowed significantly In Overall, this stock offers attractive to- 
recent times. Despite the challen ng eco- tal return potential for a utility. W e  
n o d c  environment, healthy per&mance anticipate steady bottom-line owth from 
should continue at the company's core 2009 onward, assuming cap& projects 
buslnesses. Thus, we anticipate solid re- p y  off. Moraover. AGL earns hi h marks 
sults at AGL Resources golng forward. or Safety, Prlce Stability, and garnings 
The company continues to rogress Predictabfli Income investors may find 
with its capital projects. The %am ton this neutr&-ranked issue's healthy dlvl- 
Roads Crossing Project remains on scied- dend yield appealfng. Earnings need to 
ule and within budget. Thls inltlative will pick up for dividend growth to remain 
connect two pipellne systems crossing the above average, thou h. 
Hampton Roads harbor, and provide for an Mchael Napali, CPj December 12,2006 
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BUSINESS: Delta Natural ffas Company, Inc. scUs and 
distributes or transports natural gas to customers in central 
and southeastern Kentucky. The company's Regulated seg- 
ment sclls and distributes natural gas to its rctail customers 
primarily in 23 rural counties. It also  pork gas to 
indusMal customers on its system who purchase gas in tlre 
open market, as well as transports gas on behalf of local 
producers and other customers not on its distribution sys- 
tem The Non-Regulated segment purchases natural gas on 
the national market and from Kentucky producers, and 
resells this gas to industrial customers on its distribution 
system and to othm not on its system. It also produces 
natural gas that ki sold on the non-regulated market Delta 
owns approximately 2,500 miles of natural gas gathering, 
transmission, distribution, storage, and service lines, as well 
as has interests in oil and gas leascs on 10,300 acres located 
in Bell, Knox, and Whitley counties. Was 157 employees. 
Chairman, C.E.O. &President: GlennR. Jennings. Inc.: JCY. 
Address: 3617 Lexington Road, Winchester, Icy 40391. 
Tel.: (859) 744-6171, Internet: http://www.deltagaa.corn. 

83. 

' I  . . . . I . : . .  

I 

December I.?, 2008 

TOTAL SHAREHOLDER RETURN 

3Ym. 5Y16. 3 Mos. 6 Moa. I Yr. 

-15.16% -16.08% -1.42% 5.M% 26.82% 

DMdendsplua apprsdeh n I  d 1f~IJMaOa 

- 

http://www.deltagaa.corn
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MARKR CAP: si.1 blmon (Mld cap) 

Wlsr 

CURRENTP06ITION 2008 2007 6150108 
60.8 62.7 33.0 

409.0 414.8 385.8 
casl%la 

ClmantAssels -&mi Ti73 TZm 

di $0 .87 .74 1.08 I 6  83 1 .73 -75 .85 R~allvePIERallo f.20 
5.4% 5.0% 6.6% 5.7% 5.7% 5.4% 4.7% 44% 4.3% 4.4% 3.8% AvgAnn*IDWdYIald 3.W 
6472 491.6 666.1 io021 7 E 2  1 W 3  1E0.3 1697.0 1887.5 WZi.6 2209.0 2fb0 Rsvsnues(JmUI) A 2850 
278 26.5 ;2Bo 306 2U 348 36.1 40.1 50.5 49.6 03 56.5 NdProIII(SmU1) 760 

25.6% IL5% W% 327% 35.4% 35.V.. 348% 34.1% 32SX a3AX 31.3% 3L6% IncomsTaYfWe 350% 
5.1% 5.5% 4.6% 3.0% 30% 39% 20% 25% 26% 2.5% 26% 26% NdPmfllMargIn 27% 
41~6% 418% 4W 48.6% 473% 5 ~ ~ 4 %  Sib% 46.1% 4R5% 45.3% 445% I O ! !  Long;lannDablAnUo 17.Wh 
66.6% 67.8% 645% 65.2% 523% 48.4% 48.3% 51.6% 50A% 648% 653% 56.0% CommonEqullyRaUo 63.0% 
436.0 4M.6 61U 574.1 546.6 bo5a 737A 7073 788.8 7844 875 0 6  ToUCspllal(Smlll) 125D 

1150 
8.1% 7.1% 6.7% 68% 6.0% 7.4% 6.6% 7.6% R4% 83% 8,o): 7.6% RatumonTolalCap'l 7.6% 

10.8% 9.5% 8.1% iRS% 7.8% il% l M %  109% 12.5% 11.6% 120% fL5% RslumonShr.Eqully 11,5% 
f0.8X 85% 0.1% 10% 7.6% 11.6% 10.1% 10.5% 125% H.6% 120% fL6% AelumonComEqultV 
18% 1.0% 2% 1.8% NU 3.1% 2.7% Bl% 5.1% 43% 5.0% 43% RslalnrdloComEq 5.0% 
@3% 69% C@% 83% 113% 74% 73% 7% 5% E3% 57% 61% AIIWu'dstoNdProl 56% 

BUSINESS: Wade Omup, k, Is a Wdmg mpsny lor Laded8 60% wmmatdel and hduslrtel, 24% h~~.p~bll~,  1% &ai, 
OBS, which dlsbibUiE6 ~~ p8B Ill &6M1& lndudlng lhe 16%. Has mund 3,846 W@Opes. ORWni Emd d l m w  Cwn S p  
dly of 8L Lwls, SL Lads County, M d  parts 01 10 olher cwnlles. pmxhnalely 7.0% d mmmon shares [lms pmxy). Chakmsn, Chlef 
Has mlylNy 632000 a~filomars. Punhasad SM&P U&* Ae ExecutEva ORIm, and Pmldent DDvglas H. Yaagsr. Incolporabd: 
w w c ,  lloz; divasled, 9108. Rums sold and (ranspotted In k a l  Mlssouti. Addmu. 720 Ollw &el, 6L h b ,  tJIs60~1I63101. Tab 
2007: 1.12 fl. Ravsnue mlr for rssuQlsd c0eraU~ns: ruklenlld. enhm: 3144424500. Inlmal: m.lhdadadsamun.mm. 

4908 5lBA 675.4 KUA 684.4 E219 84&8 879.6 703.6 783.8 825 855 NslPlml[~$ - 

We do not believe that Laclede cause the service area, located in eastern 
Grou s share net in Escal 2009 Missouri, Is in a mature stage. That being 
(whig began on October 1st) will the case, internal growth here will like1 
reach last year's level, attributable remain a challenge. The non-regulate$ 
mainly to the diEicult comparlon. Regard- division has promising ex ansion op- 
ing Laclede Gas, accounting for the blggest portunities, but it has conh-iguted ust a 
portion of profits, i t  appears that the sub- small portion to Laclede Group's proits on 
stantlal rate Increase affective August 1st a historical basis. A si iflcant acqulsition 
of 2007 won't be repeated. Furthermore, could help to offset 8&, but i t  appears 
there may not be a recording of addltlonal that mana emant has no such plans in the 
r i o u s l y  unrecognized tax benefits here. works at &is juncture. Consequently, an- 

eanwhle, Laclede Energy Resources nual bottom-line advances could be on1 
stands to have a respectable performance between 4% and 5% over the 2011-201% 
(depending greatly on natural gas price horizon. 
volatili ), but we do not anticipate a This favorably ranked equity offers a 
reverssof more tax-related expenses. All decent level of current dividend in- 
things considered, consolidated share net come, which is adequately covered by 
ought to decrease rou hly 5%, to $2.50. earnings. But further increases in the dis- 
thls fiscal year. Lade% Group's bottom tribution wffl probably be slow in coming. 
line could ?and in the mid-single-digit This js primarily because of the regulated 
range (to $2. 0 a share) in fiscal 2010, as- gas segment's unexciting long-term growth 
suming additional expansion in operating 
margins. $otal-return possibilities are limited. 
Steady, if unspectacular, earnings in- That is attributable to these shares' reIa- 
creases seem achievable over the 3- to tively high present quotation and our ex- 
5-year timedi-ame. Expansion of the cus- ectation of moderate increases in the div- 
tomer base for the natural gas distribution fdend. 
unit has been moderate for some time be- fied&ck L. H8rrfs, ID December 12, ZOO8 
I: '08 B4C. Next eamtn s R rt dus lab chargaa Ill 17: Wl.7 mB1. W3.3Slah. 
C) Ohidends hIaMca$ p a f h  aady 
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ . D ~ ~  ~~~1~~~~~~~~ munaw 
msledal h Owahmi Rmnrmrto, W c d  W bo ICWLI and h p&dcd M~milwurn&s o l e  Mnd 
1 OIASSIONS H E R O K W F  h M y  hshsaikh wm n m m  klunilw%o pn 

rospects. 

In millions. 

damrkUoderhnrC4 b ~ U l & & q ~ @ l k d U ~ ~ ' h ~ M ~  
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CMnmon 6bek 42,120,169 shs. 
a¶ of I~mB 
MAARKEI CAP: $1.6 hMbn &Ud Cap) 
CURRWTPOSmON 2008 2007 BnOfOB 

6.0 6.1 42.6 
othar BSM 784.8 1067.1 
RtnentAssals m m  m 

2007 VO!M~B: 1028 bm. w, R (58% fnm, 6% hlermpabla hduslr&l Wall, NJ 07719. Tal: 732-93&1480. WB~:WWWJ@JSWICW.WIL 
New Yersby Resources osted solid re- New ccistomers at the NJNG division are 
sults for its fiscal kkrth quarter e y c t e d  to contribute approximately $4 
(ended September 30th) and year. This m lion annuall to utility gross margins. 
stemmed from roughly 7,175 new custom- And there is st& sizable room for that seg- 
ers last ear. as well as about 730 conver- ment to grow through otentlal customers 
sfons, w&ch boosted results at the New and conversions. The d!h Enerw Servfces 
Jersey Natural Gas (NJNG) divlsion. unit has benefited f'rom its dynamic port- 
Meanwhlle, record performance from NJR folio of su pl storage and transportation 
Energy Services also contributed nicely. contacts. lnd/the Steckman Ridge facili 
Capital  projects ought to provide ou h t  to complement that mix nicely. 
room for the expansion OF its mid- tolfi, the company's prospects appear 
stream assets. has been making 
progress at its Steckman Ridge stora e fa- 
cili'y in western Pennsylvania. &an- 
whi e, the company has drllied three wells 
so far, and ex ects to have nine others 
completed in &09. This facility will pro- 
vide extra capadty during the peak wlnter 
and summer months to the Northeast. 
Also, the completion of a new 16-inch main 
pipeline into the Whiting section of Man- 
chester Township, NJ is allowing for new 
Rrst-time customers. 
We have raised our 2009 annual es- 
Urnate by 30%. Thls sterns a recent base 
rate case approval for NJNG that boosts 
annual revenues by $32.5 million, as well 
as the aforementioned cauital urolects. 

- - .  . .. 
bright 
Meanwhile, the balance sheet a n d  fi- 
nancial position appear stron NJR 
has ample cash on hand, and solifaccess 
to capital through revolving bank credit. 
These timely shares have been on a 
bumpy ride slnce our September 
review. Stlll, they are currently trading 
up about 6% over that interim, thanks to a 
dividend increase and solid earnings this 
ast year. Meanwhile, the 10.7% hike in 

hJR's quarter1 dividend may appeal to 
Income-orienteJ accounts. And conserva- 
tive investors ma 
rank (1) and soid Financial S t r e n g  
ratlng (A) comforting. 
B~an F o e  December 12, 2006 

find the high Safe 
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Cumtnlm,,. 
RrChg.kw. 549% 544% M% 
ANNUALRAJES Part Past W'd'OsZm 
dWp (par&) 10!~% 5& .if$ Revenues 
UCashRwr 36p Bw 

1.6% -15% 4.0% 
36% 1.0% NJ 

&&E 3.0% 4.0% 4.6% 
WMTERLYMEE~M) Fuu 

en& Mar.31 J11n.30 Sep.30 D e a l  Yoar ~ 

2005 ~170.9 484.4 338.0 1367.6 3357.8 
2008 '310.4 451.3 351.1 636.2 B60.0 
2007 334.7 6588 3652 818.6 3178x1 
2008 585.7 W.8 440.3 fOf4.2 3750 
2009 550 7 f b  435 IfOD 3g00 
ai. E W N G W E W H A R E A  Full 

sndar Mar.3l Jun.34 Se 1 0  Oec.31 Year 
2005 $8 35 dpos 1.02 228 
2006 89 10 ,339 1.30 287 
2007 la4 A0 82 1.22 zg8 
2008 91 M -67 225 
2008 $0 35 '*CU 250 
cat- W M ~ ~ ~ ~ P ~ E m  Full' 

sndar Ida 41 Juh30 Sa 3 0  0 ~ ~ 3 1  yew 
)9M is5 A55 165 A65 LLHl 

2005 A65 A65 AB5 AE5 1.88 
2006 AS5 AS5 A55 As5 Ufi 
2007 A65 ,485 A65 do5 1.86 

'2008 A65 A55 As5 A65 

slnn Awisla-12mT $478.7 mB. Obllg. $263.2 

Pfd Stock S.6 mlB. Pfd DWd Now 

ural Gas Plpennq Hahon PlpaUne, and TGPC. Wnntnl op 5 
Nicor's performance has been u Lm- 

ressive latd Most notably, earnings of 
$0.03 a share &I well short of our $0.20-a- 
share esttmate. Weakness in the gas dis- 
tribution business was the rirnary reason 
for the dfsappointhg performance. The 

the course of 2008 including &$ 
prices, r khg  costs, and tough market con- 
dltlons in its shipping business. 
Management reiterated its outlook fo r  
the year. Despite the shortfall in the Sep- 
tember interim, Nlcor expects earnings to 
be between $2.20 and $2.40 a share for 
2008. This view does not include the 
otential for volatlHty in natural gas mar- 

!ets and assumes normal weather for the 
remainderoftheyear. 
We look for earnings to be  on the low 
end of the company's guidance. Given 
the weak thirdquarter showin , we es- 
m a t e  share net will be $2.25. h c o r  will 
probably continue t o  face a challen ng op- 
eratlng environment, which s h o d  pres- 
sure restfits in the December period. 
Nicor ts still focused on obtaining rate 
reli& The compan ffled a case and is 
awaithe a dedslon fmrn the Illinois Corn- 

company has faced -ious &&en 

I I I I I I I 

1 I I I 
I I 

I I 

120 _- -- 

Ion 85 Indude Tmptcsl SMpplng wt~~ldlary rind severel energy ralnled 
rlhnm venluraf Mvsl;led dl and nas EIIP. 6R1J. Ha6 abarl3.800 am!&- 

BE&. Offlcerddheclws & sboUl.ZZ% d WK~t~lM'slOdc 
pmxVr Chalnnan and Waf BeaNVe Olilcec RUES SttubeL In- 
wlporeled: Illlnols. Address le44 Feny Road, NapeivNe, Nlnds 
60563. Telaphons 6303058500. Inlemt wwwnlcor.com. 
merce Comrnlssion (ICC). Nicor initially 
wanted to increase its rate base by $140.3 
m.iJlion in order to recou rlslng costs in 
Its market. This case regcted an  11.05% 
return on equity on a $1.5 billion base. In 
response to a direct testimony by the ICC, 
the compan filed rebuttal testlmony in 
late Septeder ,  which revised its proposed 
rate to $141.6 mmlon and increased its 
cost of equlty to 11.15%. All told, the pro- 
cess is ected to continue into the mid- 
dle of 2%, and the outcome should be a 
key factor In GAS performance over the 
coming years. Thus, we recommend inves- 
tors contlnue to keep a close eye on these 

&his stock 16 ranked 3 (Average) for 
year-ahead performance. However, 
risk-averse investors may find these stable 
shares a pealing, ven the volatility in 
the worl$s financlzmarkets. Nicor's yield 
is above the industry average, which ma 
interest income-oriented accounts. S d  
the company wlll probably continue to be 
pressured by a tough o eratin environ- 
ment In the foreseeable Kture. %herefore, 
most investors should look elsewhere. 
Richad Gdaeher December 12.2006 

roceedings over the coming months. 
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BUSINES6: Pialmon! Nslurel Gru Compmy Is prLnatUy a r e p  8.7 yearn NontagulsM opcmlbns: 6811) of gBs-powsnd heeUng 
Iebd malurd gas dkWllpr. setvlng aw 832,097 atskfms In q u l  rrJ: nsW pas bmkeering; pmpm~ s a k  Has ab& 1,87f 
NptUl Camllna, 6wlh camllnn, 8nd Tennwee. Uwn r e v m e  mix ~md&%s. O A l m  h dhectws own Iw lhsn 1% of m m n  stod 
rasklenlld (a%), wmmardal (SO%), hdusM81 (14%), olhsr (2%). (lb8 pmxy). Chatman, CEO, h President Thomas E Skslna h. 
Phd al euppllers: Transm and Tennessee Plpetme Gas wds: NC. Mdr; 4720 PIedmonl Row DiiVe, Chsdotta, NC 28210. Tole 
GBAlOl rIIvIInuoQ '07 dspmo. mle: SA%. EaUmaled plan1 ega: phona: 704-366312O, lnbrnet www.p~edmonlng.com 
Piedmont Natural Gas likely posted a roval for a rate increase in North Caro- 
larger share loss for the October In- Ens. This allowed the company to raise its 
terfm. Its to -1lne volumes have been annual rates by $15.7 million. effectlve 
prowlng stead& due to its residential and November 1st. Meanwhile, the Robeson 
commerdal businesses. Moreover, market- liquld natural gas storage ro ect. located 
fng activltles are beglnnlng to bear fruit in NC, Is movfng along nice! +his facUiCy 
for its wholesale division. But weaker per- should allow for extra ca a&y and profits 
formance at the sideline Hardy Stora e dudn peakwlnterrnontks. 
and Southstar Energy Service units ,ugh. €€a& Storage and Southstar Energy 
to detract from other Income, resultlng in Services contributions to PNY have 
the aforementioned decline in share net. moderated a bit. This stems from hlgher 
However, due to stronger profitabili ear- operating ex enses at Hardy Stora 
Iter this ear, PNY's ZOO8 taUy likxy ad- from the efkcts of warmer weagr?: 
vanced dmost 11%. 
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h7x) 
Pantlon Aa~elo.BlO8 $506.2 mlL 

Prslsnnd S W  $28.2 muL Pfd. Dlv'd $1.3 M. 

Common Slock4B,B71,814 6h0 
aa of lill3lB8 

Obllg. S!j90.6 mBL 

1615 
ao% 7.1% 7% 73% 6.3% 8.1% wh 6.5% 7.7% 7.6% %.I% Bo% Retumon~otelCsp'l 8.0% 

IaSX 9.7% 11.4% 11.0% 7.0% 13.7% 11.6% 11.7% iR3% 10.2% 17A% lLO% Rehlmon6hr.EquIIy fO.o.0.X 
11.1% BJX 111% 112% 72% 14.0% 11.7% 120% 1112% 10.4% 11.6% 11.6% RslumonComEqulhr IO.6% 
259; 10% 3.7% 3 s  NMF 6.2% 4.1% 4.6% t1% 35% 4.3% 45% RaslnadbComEq 4.W 
78% 82% .ss# 87% 11% 66% 65% 6% 70% 66% 61% 60% AIlOh%tDNEIPfOf 61% 

BUSINE6s: WGL HddIngs, Ino. Is Le pamnl of Wdlngbn Qns vides enargy relsled pmducls In Le D.C. malm ana; Wmh. Qas 
UQM a nahnal gas fflstfbubr In Wedib~jjlon, D.C. and adJacenl Eneigy 6y6. desiggnsl[nsla!ls ml heallng, VsntIlaUng, snd alr 
area; d VA and MD Io resldcnll end mmm'l wem (1,0462ili mnd. SYJlcms. hehn Century InV. aVn 82% of COMIIM sbdt; 
molars). Hamp&!.re Gas, a federally rajpdaled suh., opsralcls an OHJdlr. lese Lan 1% (I/m pmxy). Ulmn. 6 CEO. J.H. DeGfalien- 
undcqmund gas4orag.s fadGiy In WV. NlxKsguleled s u b s  mldL bo: D.C. and Vk Addr.: 1100 H SL, N.W., Washfnglon, D.C. 
Wmh, mu EMQ# 6vu. d.slJs and dsBvsrs natural g88 mid pm- 200EO. TCL: 202424.6410. Inlernsl: ~ . ~ l h d d l r ~ m m  
WGL Holdin s performed well in 5s- flscal 2009, lower energy prices have al- 
cal 2008 (enfed September 30th). New lowed it to resume those efforts. It ma 
rates, higher consumptlon, and customer take some time for these ro ms to plcz 
ywth contrlbuted to the annual to line up steam, come umtl Krd;trawul likely 
ncrease of almost 18%. Meanwhile, & in- experience grow4 in e%ctrlclty sales, but 

itiatfon of regulato mechanisms like the natural as volumes will robably contln- 
weather normallza%n adjustment W A )  ue to ddine, as the last ofthe lost govern- 
minimfzed usage volatility. And margins mant accounts roll off lts books. However, 
wldened due to the successful expanslon of The corn any should sti l l  re 
the "asset optimization" pro am. The modest 3%0 earnings increase &%gc$ 
retail energy segment did not t% as  well. 2009. The utLlity segment should benefit 
This reflects lower margins from electric from an  estimated 9.500 new accounts, as 
sales, partlally offset by slightl higher well as higher contributions from irS ex- 
margins for natural gas sales. &eakness panded asset management strategy. Mean- 
here stemmed h m  milder weather and while, the retail energy business may get a 
the loss of certain government and lar e boost from stron er gross margins on nat- 
commercial accounts. However, on b i -  ural gas sales. !.lso, rate case approvals 
ance, WGL's earnings per share advanced and capltal roJects augur well for WGL's 
11%. Next up, prospects. &owever, a likely decline in 
We look for December-period results usa e compared to last ear's unusually 
to be little changed corn ared to last hi 8 levels could be an o d e t ,  
y e a r .  Aggregate electric an8gas customer Tfese neutrally ranked shares may 
mxmnts declined in the most recent ap eal to conservative income- 
parter, due to the extended run-up in o&nted accounts. Indeed, this is evl- 
iatural gas and electric prlces from Febru- dent in their od dividend yleld, stron 
uy through June. That caused WGL to Safety rank (5 solid financial stren Jf 
qalt its mass market customer aquisltton (A). and top mark for Price Stablllty (10%) 
~ffor ts .  However, as the company begins BryanFong December 32,2008 

I 
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4. 

Water Service Comoration of Kentuclq 
Indicated Common Equity Cost Rate 

Through Use of a Risk Premium Model 
Usina an Adiusted Total Market ADproach 

Prospective Yield on Aaa Rated 
Corporate Bonds (1) 

Adjustment to Reflect Yield Spread 
Between Aaa Rated Corporate 
Bonds and A Rated Public 
Utility Bonds 

Public Utility Bonds 

Rating Difference of Proxy Group 

Adjusted Prospective Yield on A Rated 

Adjustment to Reflect Bond 

Adjusted Prospective Bond Yield 

Equity Risk Premium (5) 

Risk Premium Derived Common 
Equity Cost Rate 

Proxy Group of 
Ten AUS Utility 

Reports Gas 
Utility Reports Water Distribution 

Companies Companles 

Proxy Group of Seven AUS 

5.23 % 5.23 % 

1.20 (2) 

6.43 % 

0.00 (3) 

6.43 

5.43 

11.86 % 

1.20 (2) 

6.43 % 

0.34 (4) 

6.77 

4.50 

11.27 % 

Notes: (I) Derived in Note (3) on page 6 of this Schedule. 
(2) The average yield spread of A rated public utility bonds over h a  rated corporate 

bonds of 1.20% from page 4 of this Schedule. 
(3) No adjustment necessary as h e  average Moody's bond rating of the proxy group is A2 

as shown on page 2 of this Schedule. 
(4) Adjustment to reflect the A3 Moody's Bond Rating of the Proxy Group of Ten AUS Utility Reports 

Natural Gas Distribution Companies as shown on page 2 of this Schedule. The 34 basis point 
adjustment is derived by faking 1/3 of the spread between Baa and A2 Public Utility Bonds (1/3 
1.02% = 0.34%) 

(5) From page 5 of this Schedule. 
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Moody's 
Bond Rating 

Business 
Risk Profile 

Excellent 
Strong 
Satisfactory 
Weak 
Vulnerable 

Aaa 

Aal 
Aa2 
Aa3 

A I  
A2 
A3 

Baal 
Baa2 
Baa3 

Bal 
Ba2 
Ba3 
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Water Service CorPoration of Kentucky 
Numerical Assignment for 

Moody's and Standard & Poor's Bond Ratings 
Standard & Poor's Business and Financial Risk Profiles 

Numerical 
Weia hting 

1 
2 
3 
4 
5 

Numerical 
Bond Weiahtinq 

1 

2 
3 
4 

5 
6 
7 

8 
9 
10 

11 
12 
13 

Standard & Poor's 

Standard & Poor's 
Bond Rating 

AAA 

AA+ 
AA 
AA- 

A+ 
A 
A- 

BBB+ 
BBB 
BBB- 

BB+ 
BB 
BB- 

Financial Numerical 
Risk Profile Weiahtinq 

Minimal 1 
Modest 2 
Intermediate 3 
Aggressive 4 
Highly Leveraged 5 
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Line 

No. 

1. 

2. 

3. 

Water Service Comoration of Kentucky 
Judgment of Equity Risk Premium for 

the Proxy Group of Seven AUS Utility Reports Water Companies 
and the Proxv GrouD of Ten AUS Utililv Reoorts Natural Gas Distribution ComDanies 

Calculated equity risk 
premium based on the 
total market using 
the beta approach (1) 

Mean equity risk premium 
based on a study 
using the holding period 
returns of public utilities 
with A rated bonds (2) 

Average equity risk premium 

Proxy Group of Ten 
AUS Utility Reports Proxy Group of Seven 

AUS Utility Reports Gas Distribution 
Water Companies Companies 

6.20 

4.65 

5.43 om 
- 

4.34 

4.65 

4.50 % 

Notes: (1) From page 6 of this Schedule. 
(2) From page 8 of this Schedule. 
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Une 

& 

1. 

2. 

3. 

4. 

5" 

6. 

7. 

8. 

9. 

NOk5: 

Water SEMW COtU Oi-allOfl Of Kenlucb 
OedvaUon Of Eqtilly Rlsk Premlum BESEd on h e  TOIS1 M~lftet Appmsch 

Uslng h e  Bela for 
h e  Pmxy Gmup of Seven AUS UUllly Repolls Waler Compenles 

m d  Ihe ~~q UD Of TE 

ArllhmeUc mean tole1 relum rale on 
UIE Slanderd 8 PoMs 500 Composile 
Ind~~-192&2W7(1) 

AJIUWIEUC mean yield on 
Aaa and AE Corporale Bond6 

1928-2007 (2) 

Hislodcal Eqtilly Risk Pramlum 

FOr~ca5kd 3-5 yeerlolal Annual 
MFJI~EI Return (3) 

Pmsp~cUWe Weld an AaE Reled 
CorpOraIE Bonds (4) 

Forecasled Eqully Rlsk Premlum 

Conduslon M Equily Rlsk Premium (5) 

Aqusled Value Una Bele (8) 

Bela Adjusted Eqully Rlsk Premium 

Pmxy Gmup of SEVEn AUS 
UUllly Reporb Waler PmXy GrWp Of Tell AUS UUlily Reporb GES 

Companies DlslrlbuUon COflIDlVllES 

1230 % 12.30 % 

16.10) 

6.20 % 

28.92 % 

f5.23L 

23.69 % 

6.20 % 

1.00 

6.20 % 

(1) F m  gbotson SBBl - 2W8 V ~ l U E ~ O I l  YEEfbOOk - Melft~t ResUlls for SLoCkS Bonds BlllS End Iilflellry! 
Lor 192B2007s Momlngslar, Inc., 2008 Chlcago, IL. 

(2) From Moody's I n d u ~ e l  Manuel and Mergenl Bond Record Monthly Updale. 
(3) F m  page 3 Of Schedule PMA-IO. 
(4) AVErafiE fOrscsSl  bawd UpMl SIX querledy ESUmalES M A R E  rated COrpDG3le bonds per WE WWEnSUS 

Of fX?&y 50 EcM)oml& IBprted Ill Blue Chip F l M d E l  FOl'ECS5b deled JEnUEiy 1.2009 (SEE PEBE 7 
M UllS SchfidUlE). The ES#m@EfI EIE detellsd belOW. 

~ r s t  Quarter 2008 5.10 % 
SEWnd Quarter2009 5.10 
Thlrd ausrter 2009 5.10 
FOUIUI Quarter 2009 5.20 
Fiffitauerler2oio 5.40 
SEWMI Quarter 2010 6.50 

AVER3gE 5.23 % 

(5) The average Of h e  HlSlodWl Eqully Rlsk Premlum Of 6.20% fmm Une NO. 3 end h e  FOrEWsted Eqully 
Rlsk Premlum of 23.69% fmm Uno No. 6 ((6.20% + 23.69%) 12 = 14.95%. Normelly, Ms. Ahem would 
U8e h e  EVEmgE HlSWIcal Equily Rlsk PrEmlUm In her Rlsk Premium Analysls. HWEVW, In MS. 
Ahem's oplnlon, the m n l  end recent SUbSlanllEl vdeUllly In Ihe sloclc market Is exIraordinary and not 
repi-asElltRtiVE Of IhE SXpeded lWlg4EIIII. ConS8qIJEnUy. In UllS II!ShW, ME. Ahem Wlll nOl WnSldEr 
Whel She bfdlEVES IS Bn ExtraORilflEl)' ewpecled Capllel EppredaUon and IflSlEEd Wlll rely Only upon h e  
6.20% hlstodcal maW1 premlum. 

(6) F m  pSgS 9 Of h le  Schedule. 

f6.10). 

6.20 % - 
28.82 % 

(623)- 

23.69 % - 
6.20 % 

0.70 

4.34 % 
I__ 
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12 ID BLUE CHIP FINANCIAL FORECASTS JANUARY 1,2009 I 
Consensus Forecasts Of U.S. Interest Rates And Key Assumptions' 
__l_________l___________----History _____-_____I -- ___--__ -_--- 
---Average For Week End----- --Average For Month-- Latest Q* 

Interest Rates pec. 19 Dec. 12 Dec. 5 Nov.28 Nov. Oct. 402008 
Federal Funds Rate 0.15 0.13 0.49 0.56 0.39 0.97 1.81 1.01 
Prime Rate 3.70 4.00 4.00 4.00 4.00 4.56 5.00 4.49 
LIBOR, 3-mo. 1.78 2.08 2.20 2.19 2.28 4.06 3.12 3.04 
Commercial Paper, 1-mo. 0.16 0.31 0.45 0.47 0.61 1.55 2.10 1.32 
Treasury bill, 3-mo. 0.03 0.02 0.04 0.07 0.19 0.69 1.15 0.62 
Treasury bill, 6-mo. 0.23 0.23 0.34 0.50 0.74 1.23 1.64 1.05 
Treasury bill, 1 yr. 0.48 0.50 0.69 0.93 1.07 1.42 1.91 1.30 
Treasury note, 2 yr. 0.74 0.85 0.88 1.14 1.21 1.61 2.08 1.50 
Treasury note, 5 yr. 1.46 1.62 1.63 2.06 2.29 2.73 2.88 2.39 
Treasury note, 10 yr. 2.47 2.67 2.66 3.10 3.53 3.81 3.69 3.37 
Treasury note, 30 yr. 2.93 3.09 3.15 3.60 4.00 4.17 4.27 3.83 
Corporate Aaa bond 5.22 5.35 5.31 5.76 6.15 6.28 5.65 5.74 
Corporate Baa bond 8.54 8.72 8.78 9.12 9.22 8.88 7.31 8.29 
State & Local bonds 5.66 5.85 5.58 5.39 5.23 5.50 4.86 5.35 
Home mortgage rate 5.33 5.47 5.53 5.97 6.09 6.20 6.04 5.89 

1Q 24 34 44  1Q 2Q 34 4Q* 
Kev Assumotions - 2 0 0 7 2 0 0 7 2 0 0 7  2 0 0 7 ~ ~ ~  2008 
Major Cunency Index 81.9 79.3 77.0 73.3 72.0 70.9 73.5 81.6 
Real GDP 0.1 4.8 4.8 -0.2 0.9 2.8 -0.5 -5.4 
GDP Price Index 4.1 2.0 1.5 2.8 2.6 1.1 4.2 0.5 
Consumer Price Index 3.8 4.6 2.7 5.1 4.2 5.0 6.9 -8.4 
Individual m e 1  members' forecasts are on pages 4 through 9. Historical data for interest rates except LIBOR is from Federal 

_____l-l---_-----Hjstory __-_I__ - -_-___. 

Consensus Forecasts-Quarterly Avg. 
1Q 2 4  3Q 4 4  1Q 2Q 

2009 '2009 ZJ& 2010 2009 2010 
0.2 0.1 0.2 0.4 0.7 1.1 

3.2 3.3 3.4 3.7 4.1 
1.4 1.4 1.7 2.0 
.6 0.8 1.1 1.5 
.2 0.4 0.8 1.1 
.5 0.7 1.0 1.4 
.7 1.0 1.3 1.6 
.1 1.3 1.7 2.0 
.8 2.1 2.5 2.8 

2.5 2.7 3.0 3.3 3.5 
3.0 3.2 3.4 3.8 4.0 

5.1 5.1 5.1 5.2 5.4 5.5 
8.1 7.9 7.7 7.6 7.5 7.6 
5.0 4.9 4.8 4.8 4.9 5.0 
5.0 5.0 5.0 5.2 5.4 5.6 

us Forecasts-Quarterly Avg. 
Q 3Q 4Q 1Q 2 4  

2009s~~2009mm 
78.9 793 79.5 79.6 80.7 81.0 
-3.4 -1.0 0.8 1.9 2.5 2.7 
-1.4 1.3 1.5 1.5 1.8 1.7 
-1.3 1.2 2.0 1.9 2.2 2.0 
:serve Release (FRSR) H.15. LIBOR quotes avail- 

able fiom h e  Wull Sfreef Joumul. Definitions-reported hire are same as those in FRSR H.15. Treasury yields are reported on a constant mahm'ty basis. Historical data for the US. 
Federal Reserve Board's Mqjor Currency Index is from FRSR H.10 and G5. Historical data for Real GDP and GDP Chained Price Index are from the Bureau of Economic Analy- 
sis @EA). Consumer Price Index (CPI !istory is from the Department of Labor's Bureau of Labor Statistics (BLS). 'Interat rate dora /or  4Q ZOO8 based on Mstorica! data 
throngh the week ended Deceniber d. Data for 4Q ZOO8 Major Ctirrency Inder aLro is based on data tltroiigli week ended December 1 fl. Figurer for 4Q ZOO8 Real GDP, 
GDP Chained Price Indew and Consiinrer Price Indew are consetism forecosts based on a special qneslion asked of tliepanelisls this nwiir3 (see poge 14). 

U.S. Treasury Yield Curve US. 3-Mo. T-Bills & IO-Yr. T-Note Yield 
Week ended December 19.2008 end Year Ago v9. 

1Q 2WB and 2Q 2010 Consensus Forecasts 
(Querteriy Average) History 

5.00 5.00 5.50 
4.50 4.50 5.00 

4.00 
3.50 
3.00 
2.50 
2.00 
1.50 
1.00 
0.50 
0.00 

3 
.oo 0.00 

1Q I Q  10 10 la 1Q IQ 1Q 1Q 1Q 
2001 2002 2003 20M 2005 2005 2007 2WB 2 W  2010 Maturitles 

Corporate Bond Spreads US. Treasury Yleld Curve 
As of week ended December 19,2008 As of week ended December 19,2008 

700 400 
Baa Corporate Bond 

2005 2006 2007 2008 2005 2006 2007 2008 
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Water Service Corporation of Kentucky 
Derivation of Mean Equity Risk Premium Based on a Study 

Usina Holdina Period Returns of Public Utilities 

Time Period 
I. Arithmetic Mean Holding Period 

Returns (2): 
Standard & Poor's Public 

Utility Index 

2. Arithmetic Mean Yield on: 
Moody's A Rated Public Utility Bonds 

Over A Rated 
Public Utility Bonds 
AUS Consultants - 

Utility Services 
Study (I) 

3. Equity Risk Premium 

1928-2007 

11.24 % 

(6.59) 

4.65 % 

Notes: (1) S&P Public Utility Index and Moody's Public Utility Bond Average Annual Yields 
1928-2007, (AUS Consultants - Utility Services, 2008). 

(2) Holding period returns are calculated based upon income received (dividends and 
interest) plus the relative change in the market value of a security over a one-year 
holding period. 
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Water Service Corporation of Kentucky 
Value Line Adjusted Betas for 

the Proxy Group of Seven AUS Utility Reports Water Companies 
and the Prow Group of Ten AUS Utili& Reports Natural Gas Distribution Companies 

Proxy Group of Seven AUS Utility 
Reports Water Companies 
American States Water Co. 
Aqua America, Inc. 
California Water Service Group 
Middlesex Water Company 
SJW Corp. 
Southwest Water Company 
York Water Company 
Average 

Median 

Proxy Group of Ten AUS Utility 
Reports Gas Distribution 
Companies 
AGL Resources, Inc. 
Delta Natural Gas Company 
Laclede Group, Inc. 
New Jersey Resources Corp. 
NICOR Inc. 
Northwest Natural Gas Company 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
Southwest Gas Corporation 
WGL Holdings, Inc. 

Average 

Median 

Source of Information: 

Value Line 
Adjusted 

Beta 

0.95 
1 .oo 
1.10 
0.90 
1.15 
1 .oo 
0.50 
0.94 , 

1 .oo 

0.75 
0.60 
0.65 
0.70 
0.70 
0.60 
0.70 
0.75 
0.75 
0.75 

0.70 

0.70 

Value Line Investment Survey, December 12 and October 24,2008 
Standard Edition and Small and Mid-Cap Edition 



Line 

- No. 

1. 

2. 

3. 

Notes: 
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Water Service Comoration of Kentucky 
Indicated Common Equjty Cost Rate Through Use 

of the Capital Asset Pricing Model 
for the Proxy Group of Seven AUS Utility Reports Water Companies 

and the Prow GrouD of Tan AUS Utilitv ReDorts Natural Gas Distribution ComDanies 

Traditional Capital Asset 
Pricing Model (1) 

Proxy Group of Seven Proxy Group of Ten AUS 
AUS Utility Reports Utility Reports Gas 
Water Companies Distribution Companies 

11.39 % 9.26 % 

Empirical Capital Asset 
Pricing Model (1) 11.39 % 9.79 % 

Conclusion 

(1) From page 2 of this Schedule. 

11.39 % 9.53 % 
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Water Servfce ComoraUon of Kentuckv 
lndlcaled Common Equity Cost Rale Through Use 

of the Ceoltal Assel Pridna Model 

1 2 3 

Compeny-SpedRc CAPM Reeull 
Value Llne Rlsk Premlum In d u d I n g 
Adjusled Based on Markel Rlsk-Free 

Beta Premlumof 7.10% (1) Rateof 4.28% (21 

Pmxy Group of Seven AUS UUllty 
Reports Walar Companies 
American Slales Waler Co. 
Aqua America. Inc. 
Callfomia Water Senrlce Group 
Middiesex Water Company 
SJWCop. 
Soulhwasl Waler Company 
York Waler Company 

AVCmge 

Medlan 

Pmxy Gmup ofTen AUS UUMy Reports 
Gas DlsbthuUon Companles 
AGL Resources. Inc. 
Della Nalural Gas Company 
Ladeda Gmup. Inc. 
New Jersey Resources Cow. 
NICOR Inc. 
Norlhwesl Nalurel Gas Company 
Pledmonl Nalural Gas Co.. Inc. 
South Jersey Induslries, Inc. 
Soulhwest Gas Coporallon 
WGL Holdlngs, Inc. 

Average 

Medlan 

Pmxy Gmup of Seven AUS UUNy 
Reports Water Companies 
American Slates Water Co. 
AquaAmerica. Inc. 
Callfomia Waler Service Group 
Mlddlesex Waler Company 
SJW cop. 
Soulhwest Waler Company 
York Waler Company 

Average 

Medlan 

Pmxy Gmup of Ten AUS UUllty Reporle 
Gas DislribuUon Companies 
AGL Resources, Inc. 
Delta Nalural Gas Company 
Ladede Gmup, inc. 
New Jersey Resources Cop. 
NICOR Inc. 
Northwest Natural Gas Company 
Piedmont Nalurel Gas Co., fnc. 
Soulh Jersey Industries, Inc. 
Swlhwesl Gas Coporallon 
WGL Holdings, Inc. 

AVaragB 

Medlan 

See page 3 for notas. 

0.85 
1 -00 
1.10 
0.80 
1.15 
1.00 
0.50 
0.84 

1 .oo 
- - 

0.75 
0.60 
0.65 
0.70 
0.70 
0.60 
0.70 
0.75 
0.75 
0.75 
0.70 

0.70 

- 
P 

0.95 
1 .oo 
1.10 
0.90 
1.15 
1.00 
0.50 
0.84 

1 .oo 
__n 

0.75 
0.80 
0.65 
0.70 
0.70 
0.60 
0.70 
0.75 
0.75 
0.75 

0.70 

0.70 

JradlUonal Caoital Asset Pddna Model a 

8.75 % 
7.10 
7.81 
6.38 
6.17 
7.10 
3.55 
6.70 % 

7.10 % 

5.33 % 
4.26 
4.62 
4.87 
4.87 
4.26 
4.87 
5.33 
5.33 
5.33 
4.84 % 

4.87 % 

Emolricai Ce~ltal Assel Pridno Model 141 

6.83 % 
7.10 
7.63 
6.57 
7.80 
7.10 
4.44 
6.80 % 

7.10 % 

5.77 % 
4.87 
5.24 
5.50 
5.50 
4.87 
5.50 
5.77 
5.77 
5.77 

5.48 I 
--- 
s3. 

5.50 % 
p..l 

11.04 I 
11.36 
12.1 0 
10.88 
12.46 
11.38 
7.84 

10.88 % 

11.38 % 

- - 
8.62 % 
8.55 
8.81 
8.26 
8.26 
8.55 
9.26 
8.82 
9.82 
9.62 
8.23 % 

8.26 % 

- - 
11.12 % 
11.38 
lf.82 
10.86 
12.18 
1 1.39 
6.73 

11.08 % 

11.38 I 

P - 
10.06 % 
8.26 
8.53 
8.78 
8.78 
8.28 
8.78 

10.06 
10.06 
10.06 _-_- 
8.77 % v 

8.78 % - 
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Water Service Corporation of Kentucky 
Development of the MarkekRequired Rate. of Return on Common Equity Using 

the Capital Asset Pricing Model for 

and the Proxy Group of A n  AUS Utility ReportsNatural Gas Distribution Companies 
Adiusted to Reflect a Forecasted RiskFree Rate and Market Return 

the Proxy Grou ofSeven AUS Utility Reports Water Companies 

Notes: 

(1) For reasons explained in Ms. Ahern’s accompanying direct testimony, from the three previous month-end 
(October2008 - December 2008), as well as a recently available (January9, ZOOS), Value Line Summaw& 
Index a forecasted 3-5 yeartotal annual market return of 25.54% cyn be derived by averaging the 3-month 
andpot forecasted total 3-5 year total appreciation, converting it into an annual market appreciation and 
adding the Value Line average forecasted annual dividend yield. 

The 3-5 year avera e total market appreciation of 149% produces a four-year average annual 
return of 25.62% (2.49=) - 8,. Wh en the average annua! forecasted dwidend yield of 3.30% is added, a 
total average ma&& return of28.92% (3.30% + 25.62%) is derived. 

The 3-month and spot forecasted total market return of 28.92% minus the risk-free rate of 3.38% 
(developed in Note 2) is 25.54% (28.92% - 3.38%). The MomingStar, Inc. (Ibbotson Associates) calculated 
market premlum of 7.10% for the period 1926-2007 results from a total market return of 1230% less the 
average income return on long-term U.S. Government Securities of 5.20% (12.30% -5.20% = 7.10%). This 
is then averaged with the25.541 Value Line market premium resulting ina 16.32% market premium In 
Ms. Ahern’s opinion, the current and recent substantialvolatilityin the stock market is extraordinaryand not 
representative of the expected long-term. Consequently, in this instance, Ms. Ahem will not consider what 
she believes is an extraordlnaryexpected capital appreciation and instead will re1 only upon the 7.10% 
historical market premium which will be then multiplied by the beta in column 1 oYpagP of this Exhibit 

For reasons explained in Ms. Ahern’s direct testimony, the risk-free rate that Ms. Ahem relies upon for her 
CAPM analysisis the average of the historical income return of 30 YearTreasury Bonds which is 5.20% for 
1926-2007 and the average forecast based upon six quarterly estimates.of 35year Treasury Note yields per 
the consensus of nearly50 econornis@ reported in the Blue Chip Financial Forecasts dated January 1,2009 
(see page 7 of Schedule PMA-9 of this Exhibit).The estimates aredetailed below: 

(2) 

Morningstar Historical Income Returns 
on 30 Year Treasury Bonds(l926-2007): w 

First Quarter 2009 
Second Quarter 2009 
Third Quarter 2009 
Fourth Quarter 2009 
First Quarter 201 0 
Second Quarter 2010 

Average 

Average of Historical and Projected 
Returns on 30 Year Treasury Bonds: 5.20% 

3.38 

8.58%/2 = 

(3) The traditional Capital Asset Pricing Model (CAPM)is applied using the following formula: 

Rs= RF + P (b- RF) 

Where Rs = Return rate of common stock 
RF = Risk Free Rate 

R,, Return on the market as a whole 
- Value Line Adjusted Beta 

(4) The empirical CAPM is applied using the following formula: 

Rs= RF+ 2 5  (b - &) + .75 P (R M - RF) 

Where RS = Return rate of common stock c z  Risk-Free Rate 
Value Line Adjusted Beta 

= Return on the market as a whole 

Source of Information: Value Line Summaw & Index 
Blue ChiD Financial Forecasts January 1, 2009 
Value Line Investment Survey, becember 12 and October 24,2006 Standard Edition and Small and 
Mid-Cap Edition 
lbbotson SBBl - 2008 Valuation Yearbook - Market Results for Stocks. Bonds, Bills. and Inflation 
?or 1926-2007, Morningstar, Inc., 2008, Chicago, 
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Water Service Corooration of Kentuckv 
Comoarable Earninas Analvsis 

Notes: 

(P) = Preliminary 

The criteria for selection of the proxy group of two hundred non-utility companies was that the non-utility companies be 
domestic and have a meaningful rate of return on book common equity, shareholders' equity, net worth, or partners' 
capital for each of the five years ended 2007 and projected 201 1- 2013 as reported in Value Line Investment Survey 
(Standard Edition). The proxygroup of two hundred non-utility companies was selected based upon the proxygroup of 
six AUS Utility Reports water companies' unadjusted beta range of 0.53 - 1.23 and standard error of the regression 
range of 2.7627 - 3.601 7. These ranges are based upon plus or minus three standard deviations of the unadjusted beta 
and standard error of the regression as detailed in Ms. Ahern's direct testimony. Plus or minus three standard deviations 
captures 99.73% of the distribution of unadjusted betas and standard errors of the regression. 

Ending 2007. 

2011 -2013. 

The Student's T-statisticassociated with these returns exceeds 1.96 at the 95% level of confidence. Therefore, they 
have been excluded, as outliers, to arrive at proper mean historical and projected returns as fully explained in Ms. 
Ahern's testimony. 

The standard deviation of group of six AUS Utility Reports watercompanies' standard error of the regression is 0.1426. 
The standard deviation of the standarderror of the regressionis calculated as follows: 

Standard Deviation of the Std. Err. of the Regr. = Standard Error of the Rearession 

f i  
where: N = number of observations. Since Value Line betas are derived from weekly price change 

observations over a period of five years, N = 259 

Thus, 0.1398 = 3.1822 = 3.1822 

Jsls 22.7596 

Median five year projected rate of retum on book common equity, shareholder's equity, net worth, or partners' capital 
including retums identified as outliers as outlined in Note (4) above 

Median five year historical and projected rate of return on book common equity, shareholder's equity, net worth, or 
partner's capital excluding retums identified as outliers as outlined in Note (4) above. 

Median of the five year historical and five year projected return on book common equity, shareholder's equity, net worth 
or partner's capital excluding returns identified as outliers as outlined on Note (4) above. 

The criteria for selection of the proxy group of thirtyfive non-utility companies was that the non-utility companies be 
domestic and have a meaningful projected rate of return on book common equity, shareholders' equity, net worth, or 
partners' capital 201 1 - 2013 as reported in Value Line Investment Survey (Standard Edition). The proxy group of forty- 
eight non-utility companies was selected based upon the proxy group of ten AUS Utility Reports natural gas distribution 
companies' unadjusted beta range of 0.41 - 0.86 and standard error of the regression range of 1.7543 - 2.2871. These 
ranges are based upon plus or minus three standard deviations of the unadjusted beta and standard error of the 
regression as detailed in Ms. Ahern's direct testimony. Plus or minus three standard deviations captures 99.73% of the 
distribution of unadjusted betas and standxd errors of the regression. 

(IO) The standard deviation of the proxy group of ten AUS Utility Reports natural gas distribution companies' standard error of 
the regression is 0.0888 (2.0207 / 22.7596). 

Source of Information: Value Line, Inc., September 15, 2008 
Value Line Investment Survey (Standard Edition) 
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WATER SERVICE CORPORQTION OF KENTUCKY 
Average Bill 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present 

16001 - 5/8" residential city w/ school tax - Middlesboro 
1601 1 - 5/8" commercial city w/ school tax and KY state sales tax - Middlesboro 
16012 - 3/4" commercial city w/ school tax and KY state sales tax - Middlesboro 
1603 1 - 5/8" residential county wl school tax - Middlesboro 
16041 - 5/8" commercial county wl school tax and KY state sales tax - Middlesboro 
16071 - 5/8" indusmal city w/ school tax and KY state sales tax - Middlesboro 
1608 1 - 5/8" commercial city w/ school tax - Middlesboro 
16091 - 5/8" government city w/ school tax - Middlesboro 

5/8" meters - Middlesboro 
First 1.000 (minimum 1,ooO) 
Next 9,000 
Next 15,000 
Next 25,000 
Next 50,000 
Over 100,000 

16003 - I"  residential city w/ school tax - Middlesboro 
16013 - 1 "  commercial city w/ school tax and KY state sales tax - Middlesboro 
16033 - 1 " residential county w/ school tax - Middlesboro 
16043 - I"  commercial county w school tax and KY state sales tax - Middlesboro 
16073 - I "  industrial city wl school tax and KY state sales tax - Middlesboro 
16082 - I "  commercial city w/ school tax - Middlesboro 
16092 - 1" government city w/ school tax - Middlesboro 

I"  meters - Middlesboro 
First 6.000 (minimum charge) 
Next 4,000 
Next 15.000 
Next 25,000 
Next 50,000 
Over 100,000 

16015 - 
16045 - 
16075 - 
16093 - 

1/2" commercial city w/ school tax and KY state sales tax - Middlesboro 
112" commercial county w/ school tax and KY state sales tax - Middlesboro 
1/2" industrial city w/ school tax and KY state sales tax - Middlesboro 
1/2" government city w/ school tax - Middlesboro 

1 112" meters - Middlesboro 
First 13,000 (minimum charge) 
Next 12.000 
Next 25,000 
Next 50.000 
Over 100,000 

1601 6 - 2" commercial city w/ school tax and KY state sales tax - Middlesboro 
16076 - 2" industrial city w/ school tax and KY state sales tax - Middlesboro 
16083 - 2" commercial city w/ school tax - Middlesboro 
16094 - 2" government city w/ school tax - Middlesboro 

Average Average 
Rate Usage Bill 

6.74 
2.71 
2.47 
2.35 
2.10 
1.92 

20.29 
2.71 
2.47 
2.35 
2 IO 
I .92 

38.54 
2.47 
2.35 
2.10 
1.92 

4.341 $ 
4,341 
4.34 1 
4,341 
4.34 1 
4.34 1 
4,341 
4,341 

15.80 
15.80 
15.80 
15.80 
15.80 
15.80 
15.80 
15.81) 

4,341 $ 15.80 

16.508 
16.508 
16,508 
16.508 
16,508 
16.508 
16.508 

16,508 

$ 47.2 I 
47.2 1 
47.2 1 
47.2 1 
47.21 
47.2 1 
47.2 1 

$ 47.2 1 

46.066 $ I I7 69 
46,066 117.69 
46.066 117.69 
46,066 117.69 

46,066 $ 1 17.69 

68,083 $ 164.9 1 
68,083 164.91 
68.083 164.91 
68,083 164.91 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Resent: 

Present: 

2" meters. Middlesboro 
First 21.400 (minimum charge) 
Next 3,600 
Next 25.000 
Next 50,000 
Over 100.000 

16017 .3" commercial city w/ school tax and KY state sales lax - Middlesboro 
16077 - 3" industrial city wl school tax and KY state sales tax - Middlesboro 
16090 - 3" commercial Pineville w/ school tax - Middlesboro 
16095 - 3" government city w/ school tax - Middlesboro 

3" meters - Middlesboro 
First 68.400 (minimum charge) 
Next 31.600 
Over 100.000 

16018 - 4" commercial city w/ school tax and KY state sales tax - Middlesboro 
16078 ~ 4" industrial city w/ school tax and KY state sales tax - Middlesboro 
16096 .' 4" government city w/ school tax - Middlesboro 

4" meters - Middlesboro 
First 127,500 gallons (minimum charge) 
Over 127.500 gallons 

16019 - 6" commercial city w/ school tax and KY state sales tax - Middlesboro 
16079 - 6" industrial city w/ school tax and KY state sales tax - Middlesboro 

6" meters - Middlesboro 
First 281,500 (minimum charge) 
Over 281,500 

16010 ~ Industrial city special w/ school tax and KY state sales tax - Middlesboro (flat rate) 

16037 - Commercial city sprinkler - Middlesboro (flat rate) 

16039 - Industrial city sprinkler ~ Middlesboro (flat rate) 

16040 - Commercial city special - Middlesboro (flat rate) 

16050 - Commercial county special I Middlesboro (flat rate) 

16055 - Commercial county special - Middlesboro (flat rate) 

16056 - Government city special - Middlesboro (flat rate) 

16058 - Government city special - Middlesboro (flat rate) 

16060 - Commercial city special - Middlesboro (flat rate) 

16070 - Commercial city special - Middlesboro (flat rate) 

16088 - Industrial city sprinkler - Middlesboro (flat rate) 

16089 - Industrial city special - Middlesboro (flat rate) 

16098 I Government city hydrant (per hydrant) - Middlesboro (flat rate) 

Average Average 
Usage Bill 

l___ 

Rate 

$ 59.29 
$ 2.47 
$ 2 35 
$ 2.10 
$ 1.92 

$ 165.57 
$ 2.10 
$ I .92 

$ 284.73 
$ 1.92 

$ 580.41 
$ 1.92 

$ 11858 

$ 15.00 

$ 15.00 

$ 30.00 

$ 45.00 

$ 315.00 

$ 30.00 

$ 105.00 

$ 45.00 

$ 60.00 

$ 60.00 

$ 75.00 

$ 3.33 

68.083 $ 164.91 

188.749 $ 402.33 
188.749 402.33 
188.749 402.33 
188.749 402.33 

188.749 $ 402.33 

100.906 $ 284.73 
100,906 284.73 
100,906 284.73 

100.906 $ 284.73 

845,855 $ 1,663.97 
845,855 1,663.97 

845.855 $ 1,663.97 

$ I 18.58 

$ 15.00 

$ 15.00 

$ 30.00 

$ 45.00 

$ 315.00 

$ 30.00 

$ 105.00 

$ 45.00 

$ 60.00 

$ 60.00 

$ 75.00 

$ 3.33 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

Present: 

16204 - 5/8" commercial w/ school tax and KY state sales tax - Clinton 
16205 - 5/8" residential w/ school tax - Clinton 
16206 - 5/8" public authority wl school tax - Clinton 
16214 - 3/4" commercial w/ school tax and KY state sales tax - Clinton 
16234 - 3/4" commercial out ofcity w/ school tax and KY state sales tax - Clinton 
16235 - 5/8" residential w/ school tax - Clinton 
16236 - 3/4" public authroity out of city w/ school tax - Clinton 
16242 - 3/4" commercial w/ school tax - Clinton 
16246 - 3/4" public authority w/ school tax - Clinton 
16263 - 3/4" residential w/ school tax and KY state sales tax - Clinton 
16265 - 3/4" residential out of city w/ school tax Clinton 
16272 - 3/4" multi commercial w/ school tax ~ Clinton 
16275 - 3/4" Multi Com Wtr 
16276 - 3/4" Multi Corn Wtr 
16287 - 5/8" multi commercial w/ school tax and KY state sales tax- Clinton 
16290 - 3/4" Pub Auth Wtr 
16293 - 314'' Wtr Com Out City 
16294 - 314" Corn Wtr 
16295 - 3/4" Res Wtr 
16296 - 314" Res Wtr out of city 
I6297 - 3/4" multi commercial w/ school tax and KY state sales tax- Clinton 

5/8" and 3/4" meters - Clinton 
First 1.000 (minimum charge) 
Next 9,000 
Next 15.000 
Next 25,000 
Next 50,000 
Over 100,000 

16208 - I "  public authority w/ school tax - Clinton 
I6230 - I"  commercial out of city w/ school tax and KY state sales tax - Clinton 
16244 - I "  commercial w/ school tax and KY state sales tax - Clinton 
16247 - I"  multi residential w/ school tax and KY state sales tax - Clinton 
16279 - I "  Multi Wtr - Clinton 
16292 - 1" WtrCom Out City - Clinton 

I"  meters - Clinton 
First 5.300 (minimum charge) 
Next 3,700 
Next 15,000 
Next 25.000 
Next 50.000 
Over 100,000 

16238 - 1 1/2" public authority wl school tax - Clinton 
16252 - 1 112" industrial city w l  school tax and KY state sales tax - Clinton 
16254 - 1 i/2" commercial w/ school tax and KY state sales tax - Clinton 

1 1/2" meters - Clinton 
First 1 1,200 (minimum) 
Next 13,800 
Next 25,000 
Next 50,000 
Over 100.000 

16248 - 2" public authority w/ school tax ~ Clinton 
16257 - 2" molti residential w/ school tax and KY state sales tax I Clinton 
16262 - 2" industrial w/ school tax and KY state sales tax -Clinton 
16264 - 2" commercial w/ school tax and KY state sales tax - Clinton 
16278 - 2" Multi Wtr - Clinton 
1629 I - 2" Pub Auth Wtr - Clinton 

2" meters - Clinton 

Average 
Rare Usage 

9.02 
5.1 1 
4.69 
4.27 
3.79 
3.31 

30.99 
5.1 1 
4.69 
4.27 
3.79 
3.3 1 

60 64 
4 69 
4.27 
3 79 
3.3 1 

3.699 
3.699 
3.699 
3.699 
3,699 
3.699 
3.699 
3.699 
3.699 
3.699 
3,699 
3.699 
3.699 
3.699 
3,699 
3.699 
3.699 
3.699 
3.699 
3.699 
3.699 

3.699 

Average 
Bill 

$ 22 81 
22.81 
22.8 1 
22 81 
22 81 
22 81 
22.81 
22.81 
22 81 
22.8 1 
22.81 
12 81 
22 81 
2281 
22 81 
22.81 
22 81  
22 81 
22.81 
22.81 
22 81 

$ 22.84 

14,707 $ 71.97 
14.707 71.97 
14.707 71.97 
14,707 7197 
14,707 7 1.97 
14,707 71.97 

14.707 $ 71.95 

55,640 $ 256.19 
55.640 256.19 
55.640 256.19 

55.640 $ 256.19 

70,453 $ 309.62 
70.453 309.62 
70.453 309.62 
70.453 309.62 
70.45 3 309 62 
70,453 309.62 

70,453 $ 309..62 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

First 17.600 (minimum) 
Next 7,400 
Next 25,000 
Next 50,000 
Over 100,000 

Present: 16280 - 6" commercial w/ school tax and KY state sales tax - Clinton 

Present: 6" meters - Clinton 
First 250.500 (minimum) 
Over 250,500 

Present: 

Present: 

Present: 

16285 - Hydrant - private ($7.50/month) -Clinton (flat rate) 

16286 - 5/8" sprinkler - private ($15.00/month) - Clinton (flat rate) 

16299 - Hydrant - municipal ($3.3334/hydrant/month) - Clinton (flat rate) 

Average Average 
Rate Usage Bill 

$ 90.65 
$ 4.69 
$ 4.27 
$ 3.19 
$ 3.31 

$ 919.77 
16 3.3 1 

$ 15.00 

$ 15.00 

$ 3.33 

919.77 

919.77 

15.00 

15.00 

3.33 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

518" - 314" 
First 1,000 

Next 9,000 
Next 15.000 
Next 25,000 
Next 50.000 
Over 100.000 

Proposed 16001 - 5/8" residential city w/ school tax - Middlesboro 
1601 1 - 5/8" commercial city w/ school tax and KY state sales tax - Middlesboro 
1601 2 - 314'' commercial city w/ school tax and KY state sales tax - Middlesboro 
1603 1 - 5/8" residential county w/ school tax - Middlesboro 
16041 - 5/8" commercial county w/ school tax and KY state sales tax - Middlesboro 
16071 - 5/8" industrial city w/ school tax and KY state sales tax - Middlesboro 
1608 I - 5/8" commercial city w/ school tax - Middlesboro 
16091 - 5/8" government city w/ school tax - Middleshro 

Proposed: 5/8" meters 

1 1' 
First 6,000 

Next 4.000 
Next 15.000 
Next 25,000 
Next 50.000 
Over 100.000 

Proposed: 16003 - I " residential city w/ school tax - Middlesboro 
16013 - I" commercial city w/ school tax and KY state sales tax - Middlesboro 
16033 - I"  residential county w/ school tax - Middlesboro 
16043 - I"  commercial county w school tax and KY state sales tax - Middlesboro 
16073 - I "  industrial city w/ school tax and KY state sales tax - Middlesboro 
16082 - I"  commercial city w/ school tax ~ Middlesboro 
16092 - I "  government city wi school tax - Middlesboro 

Proposed: 1 " meters 

1 112" 
First 13,000 

Next 12,000 
Next 25.000 
Next 50.000 
Over 100.000 

Proposed: 16015 - 1 1/2" commercial city w/ school tax and KY state sales tax - Middlesboro 
16045 - 1 1/2" commercial county w/ school tax and KY state sales tax - Middlesboro 
16075 - 1 1/2" industrial city w/ school tax and KY state sales tax - Middlesboro 
16093 - 1 112" government city w/ school tax - Middlesboro 

Proposed: 1 1/2"meters 

2" 
First 2 1,400 

Next 3,600 
Next 25,000 
Next 50,000 
Over 100.000 

Proposed. 16016 - 2" commercial city w/ school tax and KY state sales tax - Middlesboro 
16076 ~ 2" industrial city w/ school tax and KY state sales tax - Middlesboro 
16083 - 2" commercial city w/ school tax - Middleshro 
16094 - 2" government city w/ school tax - Middlesboro 

Proposed 2" meters 

Average Average 
Bill -- Rate Usage 

$ 10.16 
$ 4 09 
$ 3.72 
$ 3.54 
$ 3.17 
$ 2 90 

30.60 
4.09 
3 72 
3.54 
3.17 
2 90 

58.12 
3.72 
3.54 
3.17 
2.90 

89 41 
3 72 
3.54 
3 17 
2 90 

4,341 $ 
4,341 
4,341 
4.341 
4,341 
4,34 I 
4.341 
4,341 

4.341 $ 

23.82 
23.82 
23.82 
23.82 
23.82 
23.82 
23.82 
23.82 

23.82 

16,508 
16,508 
16,508 
16,508 
16.508 
16.508 
16.508 

16,508 

$ 71.19 
71.19 
71.19 
71.19 
71.19 
71.19 
71.19 

$ 71.19 

46,066 $ 177.47 
46.066 177.47 
46,066 177.47 
46.066 177.47 

46,066 $ 177.47 

68.083 $ 248.68 
68,083 248.68 
68.083 248.68 
68.083 248.68 

68,083 $ 248.68 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Proposed: 

Proposed: 

Proposed 

Proposed: 

Proposed 

Proposed 

Proposed. 

Proposed 

Proposed: 

Proposed 

Proposed: 

Proposed: 

Proposed 

Proposed: 

Proposed: 

Roposed: 

Proposed: 

Proposed: 

Proposed 

3" 
First 68,400 

Next 3 1,600 
Over 100,000 

16017 - 3" commercial city w/ school tax and KY state sales tax - Middlesboro 
16077 - 3" industrial city w/ school tax and KY state sales tax ~ Middlesboro 
16090 - 3" commercial Pineville w/ school tax - Middlesboro 
16095 - 3" government city w/ school tax - Middlesboro 

3" meters 

4" 
First 127,500 

Over 127.500 

16018 - 4" commercial city w/ school tax and KY state sales tax - Middlesboro 
16078 - 4" industrial city w/ school tax and KY state sales tax - Middlesboro 
16096 - 4" government city w/ school tax - Middlesboro 

4" meters 

6" 
First 281,500 

Over 28 1.500 

16019 - 6" commercial city w/ school tax and KY state sales tax - Middlesboro 
16079 - 6" industrial city w/ school tax and KY state sales tax - Middlesboro 

6" meters 

16010 - Industrial city special w/ school tax and KY state sales tax - Middlesboro (flat rate) 

16037 - Commercial city sprinkler - Middlesboro (flat rate) 

16039 ~ Industrial city sprinkler ~ Middlesboro (flat rate) 

16040 - Commercial city special - Middlesboro (flat rate) 

16050 - Commercial county special - Middlesboro (flat rate) 

16055 - Commercial county special - Middlesboro (flat rate) 

16056 - Government city special - Middlesboro (flat rate) 

16058 - Government city special - Middlesboro (flat rate) 

16060 - Commercial city special - Middlesboro (flat rate) 

I6070 - Commercial city special - Middlesboro (flat rate) 

16088 - Industrial city sprinkler - Middlesboro (flat rate) 

16089 - Industrial city special - Middlesboro (flat rate) 

16098 - Government city hydrant (per hydrant) - Middlesboro (flat rate) 

Average Average 
Rate Usage Bill 

$ 249.68 
$ 3.17 
$ 2.90 

$ 429.37 
$ 2.90 

$ 875.26 
$ 2.90 

178.82 

22.62 

22.62 

45.24 

67.86 

475.02 

45.24 

158.34 

67.86 

90.48 

90.48 

113.10 

5.02 

188.749 $ 606.71 
188.749 0 606.71 
188.749 s 606.71 
188,749 $ 606.71 

188,749 $ 606.71 

100,906 S 429.37 
100.906 $ 429.37 
100,906 $ 429.37 

100.906 $ 429.37 

845,855 $ 
845.855 

845.855 $ 

2.509.27 
2,509.27 

2,509.27 

178.82 

22.62 

22.62 

45.24 

67.86 

475.02 

45.24 

158.34 

67.86 

90.48 

90.48 

113.10 

5.02 

Page 6 of 8 



WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

CLINTON PROPOSED 
5/8" - 3/4" 

First 1.000 (minimum charge) 
Next 9.000 
Next 15,000 
Next 25.000 
Next 50.000 
Over 100,000 

Proposed 16204 - 5/8" commercial w/ school tax and KY state sales tax - Clinton 
16205 - 5/8" residential w/ school tax - Clinton 
I6206 - 5/8" public authority w/ school tax - Clinton 
16214 - 314" commercial w/ school tax and KY state sales tax - Clinton 
16234 - 3/4" commercial out of city w/ school tax and K Y  state sales tax - Clinton 
16235 - 5/8" residential w/ school tax - Clinton 
16236 - 3/4" public authroity out of city w/ school tax - Clinton 
16242 - 3/4" commercial wl school tax - Clinton 
16246 - 3/4" public authority w/ school tax - Clinton 
16263 - 3/4" residential w/ school tax and KY state sales tax - Clinton 
16265 - 3/4" residential out of city w/ school tax - Clinton 
16272 _. 3/4" multi commercial w/ school tax - Clinton 
16287 ~ 5/8" multi commercial w/ school tax and KY state sales tax - Clinton 
16297 - 3/4" multi commercial w/ school tax and KY state sales tax- Clinton 

1 I' 
First 5.300 
Next 3.700 
Next 15,000 
Next 25.000 
Next 50,000 
Over 100.000 

Proposed I6208 - 1" public authority w/ school tax - Clinton 
16230 - I"  commercial out of city w/ school tax and KY state sales tax - Clinton 
16244 I"  commercial w/ school tax and KY state sales tax ~ Clinton 
16247 - I "  multi residential w/ school tax and KY state sales tax - Clinton 
16279 - I "  Multi Wtr - Clinton 
16292 - I "  Wtr Com Out City - Clinton 

1 112" 
First 11,200 
Next 13.800 
Next 25.000 
Next 50,000 
Over 100,000 

Proposed: I6238 - 1 ID" public authority w/ school tax - Clinton 
16252 - 1 1/2" industrial city w/ school tax and KY state sales tax 
16254 ~ 1 1/2" commercial w/ school tax and KY state sales tax - Clinton 

Average Average 
Usage Bill 

__I- 

Rate 

$ 13.60 
s 7.71 
$ 7 07 
$ 6.44 
$ 5.72 
YJ 4.99 

46.73 
7.71 
7.07 
6.44 
5 72 
4.99 

9 1.45 
7.07 
6.44 
5.72 
4 99 

3.699 
3.699 
3.699 
3,699 
3.699 
3,699 
3,699 
3.699 
3,699 
3,699 
3.699 
3.699 
3.699 
3,699 

3.699 YJ 

34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34.40 
34 40 
34.40 

34.40 

14.707 $ 108.54 
14,707 $ 108.54 
14.707 $ 108.54 
14.707 $ 108.54 
14,707 $ 108.54 
14.707 $ 108.54 

14,701 $ 108.54 

55,640 $ 386.34 
55,640 $ 386.34 
55,640 $ 386.34 

55,640 $ 386 34 
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WATER SERVICE CORPORATION OF KENTUCKY 
Average Bill 

Average Average 
Rate Usage Bill - 

2" 
First 17.600 
Next 7.400 
Next 25,000 
Next 50,000 
Over 100.000 

Proposed 16248 ~ 2" public authority w/ school tax - Clinton 
16257 - 2" multi residential w/ school tax and KY state sales tax - Clinton 
16262 - 2" industrial w/ school tax and KY state sales tax - Clinton 
16264 - 2" commercial w/ school tax and KY state sales tax - Clinton 
16278 - 2" Multi Wtr - Clinton 
16291 - 2" Pub Auth Wtr - Clinton 

6" 
First 250.500 
Over 250,500 

Proposed: 16280 - 6" commercial wl school tax and KY state sales tax - Clinton 

Proposed: 

Proposed 

Proposed: 

16285 - Hydrant - private ($9.38/month) -Clinton (flat rate) 

16286 - 5/8" sprinkler - private ($18.75/month) - Clinton (flat rate) 

16299 - Hydrant - municipal ($4.17hydrant/month) ~ Clinton (flat rate) 

$ 136.70 
$ 7.07 
$ 6.44 
$ 5.72 
$ 4.99 

$ 1.387.01 
$ 4.99 

$ 22.62 

$ 22 62 

$ 5.03 

70.453 $ 466.9 1 
70.453 $ 466.9 1 
70.453 $ 466.91 
70.453 $ 466.9 I 
70.453 $ 466.91 
70,453 s 466.91 

70.453 s 466.9 1 

S 1.387.01 

5 22.62 

$ 22.62 

$ 5.03 
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WATER SERVICE CORPORATION OF KENTUCKY 

CALCULATION OF REVENUE REQUIREMENT 
CASE NO. 2008-00563 

Rate base: 

Pro forma operating income at current rates: 

Earned rate of return: 

Rate of return: 

Required operating income: 

Operating income deficiency: 

Gross revenue conversion factor: 

Revenue deficiency: 

Adjusted operating revenues increase: 

Revenue requirement: 

Effect of Proposed Increase 

$ 6,139,342 

57,79 1 

0.94% 

9.09% 

555,971 

498,180 

1.62 

807,O 17 

1,667,522 

!$ 2,474,539 







WATER SERVICE CORPORATION OF mNTUCKU 

RECONCILIATION OF RATE BASE AND CAPITAL 
CASE NO. 2008-00563 

Total Capitalization: 

Reconciling Items: 
Inclusion of organizational costs 
Actual and estimated general ledger additions 
Restatement of accumulated depreciation 
Estimated additions to accumulated depreciation 
Actual and estimated cash working capital 
Contributions in aid of construction (restated) 
Advances in aid of construction (restated) 
Accumulated deferred income taxes 
Customer deposits 
Actual and estimated capitalized time 
Reduction for transportation equipment 
Allocated rate base fiom WSC 
Estimated capital project additions and retirements 
CCB - New billing system 
Plant acquisition adjustment 
Work in process on books at 12/3 1/04 
Cash 
Accounts receivable - net 
Other current assets 
Deferred charges 

2008 

$6,168,863 

36,283 
103,527 
44036 1 

207,275 
(45,089) 
(84,684) 

(3 13,3 16) 
(109,546) 

(2307 1) 

(6,036) 
(36,911) 

178,715 
162,892 
(40,763) 

(1 17,773) 
(226,789) 

( 170,297) 
(5,800) 

Net Rate Base Used to Determine Revenue Requirement: 6,139,342 







Account 
Number 

1000 
1005 
1010 
1015 
1020 
1025 
1030 
1035 
1040 
1045 
1050 
1055 

1065 
1070 
1075 
1080 
1085 
1090 
1095 
1100 
1105 
1110 
1115 
1120 
1125 
1130 
1135 
1140 
1145 
1150 
1155 
1160 
1165 
1170 
1175 
1180 
1185 
1190 
1195 
1200 
1205 
1210 
1215 
1220 

106~ 

Description 
TOTAL ASSETS 
LONG TERM ASSETS 
PROPERTY, PLANT & EQPT 
WTR UTILITY PLANT IN SERVICE 
ORGANIZATION 
FRANCHISES 
LAND & LAND RIGHTS PUMP 
LAND & LAND RIGHTS WTR TRT 
LAND & LAND RIGHTS TRANS DlST 
LAND & LAND RIGHTS GEN PLT 
STRUCT & IMPRV SRC SUPPLY 
STRUCT & IMPRV WTR TRT PLT 
STRUCT & IMPRV TRANS DlST PLT 
STRUCT & IMPRV GEN PLT 
COLLECTlNG RESERVOIRS 
LAKE, RIVER, OTHER INTAKES 
WELLS & SPRINGS 
IN FILTRATION GALLERY 
SUPPLY MAINS 
POWER GENERATION EQUIP 
ELECTRIC PUMP EQUIP SRC PUMP 
ELECTRIC PUMP EQUIP WTP 
ELECTRIC PUMP EQUIP TRANS DlST 
WATER TREATMENT EQPT 
DlST RESV &STANDPIPES 
TRANS & DISTR MAINS 
SERVICE LINES 
METERS 
METER INSTALLATIONS 
HYDRANTS 
BACKFLOW PREVENTION DEVICES 
OTH PLT&MISC EQUIP INTANG PLT 
OTH PLT&MISC EQUIP SRC SUPPLY 
OTH PLT&MISC EQUIP WTP 
OTH PLT&MISC EQUIP TRANS DlST 
OFFICE STRUCT & IMPRV 
OFFICE FURN & EQPT 
STORES EQUIPMENT 
TOOL SHOP & MlSC EQPT 
LABORATORY EQUIPMENT 
POWER OPERATED EQUIP 
COMMUNICATION EQPT 
MlSC EQUIPMENT 
WATER PLANT ALLOCATED 
OTHER TANGIBLE PLT WATER 



1240 
1245 
1250 
1255 
1260 
1265 
1270 
1275 
1280 
1285 
1290 
1295 
1300 
1305 
1310 
1315 
1320 
1325 
1330 
1335 
1340 
1345 
1350 
1355 
1360 
1365 
1370 
1375 
1380 
1385 
1390 
1395 
1400 
1405 
1410 
1415 
1420 
1425 
1430 
1435 
1440 
1445 
1450 
1455 
1460 
1465 
1470 

SWR UTILITY PLANT IN SERVICE 
ORGANIZATION 
FRANCHISES INTANG PLT 
FRANCHISES RECLAIM WTR DIST PLT 
LAND & LAND RIGHTS INTANG PLT 
LAND & LAND RIGHTS COLL PLT 
LAND & LAND RIGHTS TRTMNT PLT 
LAND & LAND RIGHTS RECLAIM WTP 
LAND & LAND RIGHTS RCL DST PLT 
LAND & LAND RIGHTS GEN PLT 
STRUCT/IMPRV COLL PLT 
STRUCT/IMPRV PUMP PLT LS 
STRUCT/IMPRV TREAT PLT 
STRUCT/IMPRV RECLAIM WTP 
STRUCT/IMPRV RECLAIM WTR DlST PLT 
STRUCT/IMPRV GEN PLT 
POWER GEN EQUIP COLL PLT 
POWER GEN EQUIP PUMP PLT 
POWER GEN EQUIP TREAT PLT 
POWER GEN EQUIP RECLAIM WTP 
POWER GEN EQUIP RCL WTR DIST 
SEWER FORCE MAIN/SRVC LINES 
SEWER GRAVITY MAIN/MANHOLES 
SPECIAL COLL STRUCTURES 
SERVICES TO CUSTOMERS 
FLOW MEASURE DEVICES 
FLOW MEASURE INSTALL 
RECEIVING WELLS 
PUMPING EQUIPMENT PUMP PLT 
PUMPING EQUIPMENT RECLAIM WTP 
PUMPING EQUIPMENT RCL WTR DlST 
TREAT/DISP EQUIP LAGOON 
TREAT/DISP EQUIP TRT PLT 
TREAT/DISP EQUIP RCL WTP 
PLANT SEWERS TRTMT PLT 
PLANT SEWERS RECLAIM WTP 
OUTFALL LINES 
OTHER PLT TANGIBLE 
OTHER PLT COLLECTION 
OTHER PLT PUMP 
OTHER PLT TREATMENT 
OTHER PLT RECLAIM WTR TRT 
OTHER PLT RECLAIM WTR DlST 
OFFICE STRUCT & IMPRV 
OFFICE FURN & EQPT 
STORES EQUIPMENT 
TOOL SHOP & MISC EQPT 



1475 
1480 
1485 
1490 
1495 
1500 
1520 
1525 
1530 
1535 
1540 
1550 
1555 
1560 
1570 
1575 
1580 
1585 
1590 
1595 
1600 
1605 
1610 
1615 
1620 
1625 
1640 
1650 
1655 
1660 
1661 
1665 
1665 
1665 
1665 
1665 
1665 
1665 
1665 
1665 
1665 
1665 
1665 
1666 
1666 
1666 
1666 

LABORATORY EQPT 
POWER OPERATED EQUIP 
COMMUNICATION EQPT 
MISC EQUIP SEWER 
SEWER PLANT ALLOCATED 
OTHER TANGIBLE PLT SEWER 
REUSE PLANT 
REUSE SERVICES 
REUSE MTR/INSTALLATIONS 
REUSE DlST RESERVOIRS 
REUSE TRANMISSION & DlST SYS 
TRANSPORTATION EQPT 
TRANSPORTATION EQPT WTR 
TRANSPORTATION EQPT SWR 
COMPUTER EQUIPMENT WTR 
DESKTOP COMPUTER WTR 
MAINFRAME COMPUTER WTR 
MINI COMPUTERS WTR 
COMP SYS COST WTR 
MICRO SYS COST WTR 
COMPUTER EQUIPMENT SWR 
DESKTOP COMPUTER SWR 
MAINFRAME COMPUTER SWR 
MINI COMPUTERS SWR 
COMP SYS COST SWR 
MICRO SYS COST SWR 
OTHER PLANT 
PLANT UNDER CONSTRUCTION 
WORK IN PROGRESS 
WATER PLANT IN PROCESS 
WATER PLANT IN PROCESS HISTORY 
WIP-CAP TIME WATER STORE TANK 
WIP-CAP TIME STORAGE BUILDING 
WIP-CAP TIME BUILD WTP 
WIP-CAP TIME ABANDON WTP 
WIP-CAP TIME INTER/REP WTR M N  
WIP-CAP TIME INSTALL WELL 
WIP-CAP TIME EXPAND WTP 
WIP-CAP TIME HYDRANTS 
WIP-CAP TIME INSTALL FILTER 
WIP-CAP TIME TELEMETERING 
WIP-CAP TIME INSTALL METERS 
WIP-CAP TIME GENERATOR WTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 



1666 
1666 
1666 
1666 
1666 
1666 
1666 
1666 
1667 
1667 
1667 
1667 
1667 
1667 
1667 
1667 
1668 
1668 
1668 
1668 
1668 
1668 
1668 
1668 
1669 
1669 
1669 
1669 
1669 
1669 
1669 
1670 
1670 
1670 
1670 
1670 
1670 
1670 
1670 
1670 
1670 
1670 
1670 
167 1 
167 1 
1671 
1671 

WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - iNTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP ~ ENGINEERING 
WIP - LABOR/INSTALLATlON 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP 1 LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - EQUIPMENT 
WIP ~ EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 



1671 
1671 
1671 
1671 
1672 
1672 
1672 
1672 
1672 
1673 
1673 
1673 
1673 
1674 
1674 
1674 
1675 
1676 
1677 
1678 
1678 
1679 
1679 
1680 
1681 
1682 
1683 
1684 
1685 
1686 
1687 
1688 
1689 
1690 
1691 
1692 
1697 
1698 
1699 
1699 
1699 
1699 
1699 
1699 
1699 
1699 
1699 

WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP . ELECTRICAL 
WIP - ELECTRICAL 
WIP - PIPING 
WIP - PIPING 
WIP -PIPING 
WIP - PIPING 
WIP - PIPING 
WIP - SITE WORK 
WIP - SITE WORK 
WIP - SITE WORK 
WIP - SITE WORK 
WIP - BUILDING ADDITION 
WIP - BUILDING ADDITION 
WIP - BUILDING ADDITION 
WIP - CARPENTRY 
WIP -CRANE 
WIP - DRILLING COSTS 
WIP - FOUNDATION 
WIP - FOUNDATION 
WIP - LAND/LEASE 
WIP - LAND/LEASE 
WIP - MAIN EXTENSION/TIE IN 
WIP 1. PERMITS 
WIP - PLUMBING 
WIP - PUMPS/EQUIPMENT 
WIP - RELOCATION 
WIP - RESTORATION 
WIP - SOIL BORING 
WIP - TANK/COST OF 
WIP ~ TANK/DETENTION ADDITION 
WIP - TANK/PNEUMATIC 
WIP - TESTS/DRAWDOWN 
WIP - WELL ABANDONMENT 
WIP - WELL HOUSE 
WIP - CLOSE CP TO GL LEGACY 
WIP - J/E CLEARING LEGACY 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 



1699 
1699 
1699 
1700 
1701 
1705 
1705 
1705 
1705 
1705 
1705 
1705 
1705 
1705 
1705 
1705 
1706 
1706 
1706 
1706 
1706 
1706 
1706 
1706 
1706 
1706 
1706 
1707 
1707 
1707 
1707 
1707 
1707 
1707 
1707 
1707 
1708 
1708 

1708 
1708 
1708 
1708 
1709 
1709 
1709 
1709 

i7m 

WIP ~ TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
SEWER PLANT IN PROCESS 
SEWER PLANT IN PROCESS HISTORY 
WIP-CAP TIME EXPAND/MOD WWTP 
WIP-CAP TIME ABANDON WWTP 
WIP-CAP TIME LAGOON 
WIP-CAP TIME AERATOR 
WIP-CAP TIME SLUDGE DRYING BED 
WIP-CAP TIME BUILD LFT STATION 
WIP-CAP TIME GENERATOR SWR 
WIP-CAP TIME INTER/REP SWR M N  
WIP-CAP TIME RELO FORCE MAIN 
WIP-CAP TIME ACCESS ROADS 
WIP-CAP TIME INSTALL FLOW MTRS 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP ~ ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - ENGINEERING 
WIP - LABOR/INSTALLATlON 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATlON 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - LABOR/INSTALLATION 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 



1709 
1709 
1709 
1710 
1710 
1710 
1710 
1710 
1710 
1710 
1710 
1710 
1710 
1710 
1711 
1711 
1711 
1711 
1711 
1712 
1712 
1712 
1713 
1713 
1713 
1713 
1714 
1715 
1716 
1717 
1717 
1718 
1719 
1719 
1720 
1721 
1721 
1722 
1723 
1724 
1725 
1726 
1727 
1727 
1728 
1729 
1729 

WIP - EQLJIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP - ELECTRICAL 
WIP - PIPING 
WIP - PIPING 
WIP - PIPING 
WIP - SITE WORK 
WIP -SITE WORK 
WIP - SITE WORK 
WIP -SITE WORK 
WIP - BUILDING ADDITION 
WIP - BUILDING/BLOWER MODS 
WIP ~ CONCRETE CONTRACT 
WIP - CONSTRUCTION 
WIP - CONSTRUCTION 
WIP - DRAINING/PLANT 
WIP - FOUNDATION 
WIP - FOUNDATION 
WIP - INSTALLATION OF PLANT 
WIP - LAND/LEASE 
WIP - LAND/LEASE 
WIP - MODIFICATION/LIFT STN 
WIP - PACKAGE PLANT PURCHASE 
WIP - PERMITS 
WIP ~ PUMP REMOVAL 
WIP - PUMPS/EQUIPMENT 
WIP - RELOCATION 
WIP - RELOCATION 
WIP - SAND 
WIP - SLUDGE/DISPOSAL 
WIP - SLUDGE/DISPOSAL 



1730 
1730 
1731 
1732 
1739 
1739 
1739 
1739 
1739 
1739 
1739 
1739 
1739 
1739 
1739 
1740 
1741 
1745 
1745 
1745 
1745 
1745 
1745 
1746 
1746 
1746 
1746 
1746 
1746 
1747 
1747 
1747 
1748 
1748 
1748 
1748 
1749 
1749 
1749 
1749 
1749 
1749 
1750 
1751 
1752 
1752 
1753 

WIP - SURVEY 
WIP -SURVEY 
WIP - TESTS/SOIL BORE 
WIP - VEGITATiON/REMOVAL 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
OTHER PLANT IN PROCESS 
OTHER PLANT IN PROCESS HISTORY 
WIP-CAP TIME OFFICE RENOVATION 
WIP-CAP TIME ELECTRICAL 
WIP-CAP TIME LAB EXPANSION 
WIP-CAP TIME COMPUTER EQUPMNT 
Wlp-CAP TIME COMPUTER SOFTWARE 
WIP-CAP TIME RADIO EQUIPMENT 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP 1" INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - LABOR/INSTALLATlON 
WIP - LABOR/INSTALLATlON 
WIP - LABOR/INSTALLATION 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP ~ ELECTRICAL 
WIP - SITE WORK 
WIP - CONTRACTOR/LABOR 
WiP I CONTRACTOR/LABOR 
WIP - ARCHITECT/DESIGNER 



1753 
1753 
1754 
1755 
1755 
1756 
1756 
1757 
1757 
1758 
1759 
1769 
1769 
1769 
1769 
1769 
1769 
1770 
1771 
1775 
1775 
1775 
1775 
1775 
1775 
1775 
1775 
1776 
1776 
1776 
1776 
1776 
1776 
1776 
1776 
177 7 
1778 
1779 
1779 
1779 
1780 
1780 
1780 
1780 
1780 
1780 
1780 

WIP ~ ARCHITECT/DESIGNER 
WIP ~ ARCHITECT/DESIGNER 
WIP - BUILDING ADDITION 
WIP - FURNITURE 
WIP - FURNITURE 
WIP - HEATING/AIR CONDITION 
WIP ~ HEATING/AIR CONDITION 
WIP - INTERIOR FINISH 
WIP - INTERIOR FINISH 
WIP ~ MODlFICATION/CONVERT 
WIP - REMODELING 
WIP -TRANSFER TO FIXED ASSETS 
WIP  TRANSFER TO FIXED ASSETS 
WIP   TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
DEFERRED PLANT IN PROCESS 
DEFERRED PLANT IN PROCESS HISTORY 
WIP-CAP TIME WATER TOWER PAINT 
WIP-CAP TIME W/S PLT PAINT 
WIP-CAP TIME WATER TANK PAINT 
WIP-CAP TIME CLEAN SEWER LINE 
WIP-CAP TIME CHNG FILTER MEDIA 
WIP-CAP TIME TV SEWER MAIN 
WIP-CAP TIME SLUDGE & HAULING 
WIP-CAP TIME W/S PLT LANDSCAPE 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP ~ INTEREST DURING CONSTR 
WIP - INTEREST DURING CONSTR 
WIP - ENGINEERING 
WIP ~ LABOR/INSTALLATlON 
WIP - EQUIPMENT 
WIP - EQUIPMENT 
WIP - EQUlPMENT 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 
WIP - MATERIAL 



1780 
1781 
1782 
1782 
1782 
1782 
1782 
1783 
1784 
1785 
1786 
1786 
1787 
1787 
1799 
1799 
1799 
1799 
1799 
1799 
1799 
1799 
1800 
1805 
1810 
1815 
1825 
1830 
1835 
1840 
1845 
1850 
1855 
1860 
1865 
1870 
1875 
1880 
1885 
1890 
1895 
1900 
1905 
1910 
1915 
1920 
1925 

WIP * MATERIAL 
WIP - SITE WORK 
WIP - CONTRACTOR/LABOR 
WIP - CONTRACTOR/LABOR 
WIP - CONTRACTOR/LABOR 
WIP - CONTRACTOR/LABOR 
WIP - CONTRACTOR/LABOR 
WIP - GROUTING/SEALING 
WIP -JET CLEANING 
WIP - PUMP & HAUL SLUDGE 
WIP - RENTAL/MACHINE 
WIP - RENTAL/MACHINE 
WIP - REPAIR 
WIP - REPAIR 
WIP - TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP - TRANSFER TO FIXED ASSETS 
WIP _.TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
WIP -TRANSFER TO FIXED ASSETS 
PLANT HELD FOR FUTURE USE 
PLT HELD FUTURE USE-WTR 
PLT HELD FUTURE USE-SWR 
PLT HELD FUTURE USE-REUSE 
ACCUMULATED DEPRECIATION 
ACC DEPR WATER PLANT 
ACC DEPR-ORGANIZATION 
ACC DEPR-FRANCHISES 
ACC DEPR-STRUCT&IMPRV SRC SPLY 
ACC DEPR-STRUCT&IMPRV WTP 
ACC DEPR-STRUCT&IMPRV TRNS DST 
ACC DEPR-STRUCT&IMPRV GEN PLT 
ACC DE PR-CO L L ECTl NG RESERVOIRS 
ACC DEPR-LAKE,RIVER,OTH INTAKE 
ACC DEPR-WELLS & SPRINGS 
ACC DEPR-INFILTRATION GALLERY 
ACC DEPR-SUPPLY MAINS 
ACC DEPR-POWER GENERATION EQUP 
ACC DEPR-ELECT PUMP EQUIP SRC PUMP 
ACC DEPR-ELECT PUMP EQUIP WTP 
ACC DEPR-ELECT PUMP EQUIP TRAN 
ACC DEPR-WATER TREATMENT EQPT 
ACC DEPR-DIST RESV & STANDPIPE 
ACC DEPR-TRANS & DISTR MAINS 
ACC DEPR-SERVICE LINES 



1930 
1935 
1940 
1945 
1950 
1955 
1960 
1965 
1970 
1975 
1980 
1985 
1990 
1995 
2000 
2005 
2010 
2025 
2030 
2040 
2045 
2050 
2055 
2060 
2065 
2070 
2075 
2080 
2085 
2090 
2095 
2100 
2105 
2110 
2115 
2120 
2 125 
2130 
2135 
2 140 
2145 
2150 
2155 
2 160 
2165 
2170 
2175 

ACC DEPR-METERS 
ACC DEPR-METER INSTALLS 
ACC DEPR-HYDRANTS 
ACC DEPR-BACKFLOW PREVENT DEVC 
ACC DEPR-OTH PLANT&MISC INTANG 
ACC DEPR-OTH PLANT&MISC SRC 
ACC DEPR-OTH PLANT&MISC WTP 
ACC DEPR-OTH PLANT&MISC TRANS 
ACC DEPR-OFFICE STRUCTURE 
ACC DEPR-OFFICE FURN/EQPT 
ACC DEPR-STORES EQUIPMENT 
ACC DEPR-TOOL SHOP & MlSC EQPT 
ACC DEPR-LABORATORY EQUIPMENT 
ACC DEPR-POWER OPERATED EQUIP 
ACC DEPR-COMMUNICATION EQPT 
ACC DEPR-MISC EQUIPMENT 
ACC DEPR-OTHER TANG PLT WATER 
ACC DEPR SEWER PLANT 

ACC DEPR FRANCHISES INTANG PLT 
ACC DEPR FRANCH RCLM WTR DlST 

ACC DEPR-ORGANIZATION 

ACC DEPR-STRUCT/IMPRV COLL PLT 
ACC DEPR-STRUCT/IMPRV PUMP PLT LS 
ACC DEPR-STRUCTIIMPRV TREAT PLT 
ACC DEPR-STRUCT/IMPRV RCLM WTP 
ACC DEPR-STRUCT/IMPRV RCLM DST 
ACC DEPR-STRUCT/IMPRV GEN PLT 
ACC DEPR-PWR GEN EQP COLL PLT 
ACC DEPR-PWR GEN EQP PUMP PLT 
ACC DEPR-PWR GEN EQP TRT PLT 
ACC DEPR-PWR GEN EQP RCLM WTP 
ACC DEPR-PWR GEN EQP RCLM DlST 
ACC DEPR-SEWER FORCE MAIN/SRVC LINES 
ACC DEPR-SEWER GRVTY MAIN/MAN 
ACC DEPR-SPECIAL COLL STRCTR 
ACC DEPR-SERVICES TO CUSTOMERS 
ACC DEPR-FLOW MEASlJRE DEVICES 
ACC DEPR-FLOW MEASURE INSTALL 
ACC DEPR-RECEIVING WELLS 
ACC DEPR-PUMP EQP PUMP PLT 
ACC DEPR-PUMP EQP RCLM WTP 
ACC DEPR-PUMP EQP RCLM DlST 
ACC DEPR-TREAT/DISP EQP LAGOON 
ACC DEPR-TREAT/DISP EQP TRT PLT 
ACC DEPR-TREAT/DISP EQP RWTP 
ACC DEPR-PLANT SEWERS TRT PLT 
ACC DEPR-PLANT SEWERS RECLAIM 



2180 
2185 
2190 
2195 
2200 
2205 
2210 
2215 
2220 
2225 
2230 
2235 

2245 
2250 
2255 
2265 
2270 
2275 
2280 
2285 
2295 
2300 
2305 
2310 
2315 
2320 
2325 
2330 
2335 
2340 
2345 
2350 
2355 
2360 
2365 
2370 
2375 
2380 
2385 
2395 
2400 
2405 
2410 
2415 
2420 
2425 

2240 

ACC DEPR-OUTFALL LINES 
ACC DEPR-OTHER PLTTANGIBLE 
ACC DEPR-OTHER PLT COLLECTION 
ACC DEPR-OTHER PLT PUMP 
ACC DEPR-OTHER PLT TREATMENT 
ACC DEPR-OTHER PLT RCLM WTP 
ACC DEPR-OTHER PLT RCLM DlST 
ACC DEPR-OFFICE STRUCTURE 
ACC DEPR-OFFICE FURN/EQPT 
ACC DEPR-STORES EQUIPMENT 
ACC DEPR-TOOL SHOP & MlSC EQPT 
ACC DEPR-LABORATORY EQPT 
ACC DEPR-POWER OPERATED EQUIP 
ACC DEPR-COM M U N ICATION EQPT 
ACC DEPR-MISC EQUIP SEWER 
ACC DEPR-OTHER TANG PLT SEWER 
ACC DEPR REUSE PLANT 
ACC DEPR-REUSE SERVICES 
ACC DEPR-REUSE MTR/INSTALLS 
ACC DEPR-REUSE DlST RESERVOIRS 
ACC DEPR-REUSE TRANS/DIST SYS 
ACC DEPR-TRANSPORTATION 
ACC DEPR-TRANSPORTATION WTR 
ACC DEPR-TRANSPORTATION SWR 
ACC DEPR COMPUTER WTR 
ACC DEPR-DESKTOP COMPUTER WTR 
ACC DEPR-MAINFRAME COMP WTR 
ACC DEPR-MINI COMP WTR 
COMP SYS AMORTIZATION WTR 
MICRO SYS AMORTIZATION WTR 
ACC DEPR COMPUTER SWR 
ACC DEPR-DESKTOP COMPUTER SWR 
ACC DEPR-MAINFRAME COMP SWR 
ACC DEPR-MINI COMP SWR 
COMP SYS AMORTIZATION SWR 
MICRO SYS AMORTIZATION SWR 
ACC DEPR PLT LEASED TO OTHERS 
ACC DEPR PLT HELD FUT USE WTR 
ACC DEPR PLT HELD FUT USE SWR 
ACC DEPR PLT HELD FUT USE REUSE 
PLANT ACQ ADJ 
UTILITY PAA WTR PLANT AMORT 
UTILITY PAA WTR PLANT UNAMORT 
UTILITY PAA SWR PLANT AMORT 
UTILITY PAA SWR PLANT UNAMORT 
ACC AMORT UTlL PAA-WATER 
ACC AMORT UTlL PAA-SEWER 



2435 
2440 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 

INVESTMENT IN OPER COS 
INVEST IN OPERATING COS 
INVEST IN OPER COS 
INVEST IN WTR SERV CORP 
INVEST IN WTR SERV DISB 
INVEST IN APPLE CANYON 
INVEST IN CAMELOT 
INVEST IN CHARMAR 
INVEST IN CHERRY HILL 
INVEST IN CLARENDON 
INVEST IN COUNTY LINE 
INVEST IN DEL MAR 
INVEST IN FERSON CREEK 
INVEST IN GALENA TERRITORY 
INVEST IN KILLARNEY 
INVEST IN LAKE HOLIDAY 
INVEST IN LAKE WILDWOOD 
INVEST IN NORTHERN HILLS 
INVEST IN PRESTWICK 
INVEST IN LAKE MARIAN 
INVEST IN WILDWOOD 
INVEST IN VALENTINE 
INVEST IN WALK UP WOODS 
INVEST IN WHISPERING HILLS 
INVEST IN HOLIDAY HILLS 
INVEST IN MEDINA 
INVEST IN WESTLAKE 
INVEST IN CEDAR BLUFF 
INVEST IN HARBOR RIDGE 
INVEST IN GREAT NORTHERN 
INVEST IN ILL COST CTR 
INVEST IN UI OF NEVADA 
INVEST IN SPRING CREEK 
INVEST IN LA WTR SERV 
INVEST IN UI OF LA 
INVEST IN U I OF MARYLAND 
INVEST IN COLCHESTER 
INVEST IN GREENRIDGE 
INVEST IN PROVINCES 
INVEST IN PINTO 
INVEST IN OCCOQUAN SEWER 
INVEST IN OCCOQUAN WATER 
INVEST IN MASSANUTTEN SEWER 
INVEST IN HOLIDAY SERVICE 
INVEST IN WESTGATE 
INVEST IN UI OF PA 
INVEST IN PENN ESTATES 



2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 

INVEST IND BLU MT LAKE 
INVEST IN SKIDAWAY ISLAND 
INVEST IN ELK RIVER 
INVEST IN MONTAGUE WATER 
INVEST IN MONTAGUE SEWER 
INVEST IN TWIN LAKES 
INVEST IN TIERRE VERDE 
INVEST IN LAKE PLACID 
INVEST IN EAST LAKE 
INVEST IN CHARLESTON U I 
INVEST IN PEBBLECREEK 
INVEST IN ALAFAYA 
INVEST IN LONGWOOD 
INVEST IN WEDGEFIELD 
INVEST IN CAROLINA WTR SERV 
INVEST IN UTIL SERV OF SC INC 
INVEST IN CYPRESS LAKES UI 
INVEST IN UTIL INC EAGLE RIDGE 
INVEST IN SOUTHLAND 
INVEST IN UNITED UTILITY 
INVEST IN ICEOWEE KEY 
INVEST IN S C UTILITIES 
INVEST IN WILD DUNES 
INVEST IN TEGA CAY 
INVEST IN CWS INC OF N C 
INVEST IN RIVER POIN'TE 
INVEST IN FAIRFIELD 
INVEST IN CNC-GENOA 
INVEST IN WATAUGA VISTA 
INVEST IN BRANDYWINE BAY 
INVEST IN TRANSYLVANIA 
INVEST IN MID COUNTY 
INVEST IN LAKE UTlL INC 
INVEST IN U I OF FLORIDA 
INVEST IN MILES GRANT 
INVEST IN TENN WTR SERV 
INVEST IN BIOTECH 
INVEST IN HUTCHINSON ISLAND 
INVEST IN SANLANDO 
INVEST IN LAKE GROVES 
INVEST IN SANDALVEN 
INVEST IN BAYSIDE 
INVEST IN SOUTH GATE 
INVEST IN LABRADOR UI 
INVEST IN UI OF PENNBROOKE 
INVEST IN UI OF HUTCHINSON ISLAND 
INVEST IN SANDY CREEK 



2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2445 
2450 
2455 
2460 
2465 
2470 
2475 
2480 
2485 
2490 
2495 
2500 
2505 
2510 
2515 
2520 
2521 
2525 
2530 
2535 
2540 
2545 
2550 
2555 
2560 
2565 
2570 
2575 
2580 
2585 
2590 
2591 
2595 
2600 
2605 
2610 
2615 

INVEST IN NORTH TOPSAIL 
INVEST IN CAROLINA PINES 
INVEST IN BRADFIELD FARMS 
INVEST IN NERO UTILITY 
INVEST IN SKY RANCH 
INVEST IN BERMUDA WATER CO 
INVEST IN UI OF CENTRAL. NEVADA 
INVEST IN WSC OF IND INC 
INVEST IN INDIANA WATER SERV 
INVEST IN WTR SERV CORP OF KY 
INVEST IN WSC OF GEORGIA 
NON-UTILITY INVESTMENTS 
NON-UTILITY PROPERTY & INV 
NON-UTIL PROP & INVENTORY 
ORGANIZATION 
LAND & LAB RIGHTS 
PROCESSING PLANT 
OFF STRUCT & IMPROV 
PORTABLE OFFICE STRUCTURE 
OFFICE FURNITURE 
OFFICE EQUIPMENT 
MAINTENANCE STRUCT & IMPROVE 
LAB FURNITURE 
MAINTENANCE TOOL 
EQUIPMENT & MACHINERY 
COMMUNICATION EQUIPMENT 
TRANSPORTATION EQPT 
ACC DEPR NON-UTILITY PROP & INV 
ACC DEPR-PROP & INV 
ACC DEPR-ORGANIZATION 
ACC DEPR-LAND&LAB 
ACC DEPR-PROCESSING PLANT 
ACC DEPR-OFF STRUCTURE 
ACC DEPR-PORT OFF STRUCTURE 
ACC DEPR-OFF FURNITURE 
ACC DEPR-OFF EQUIPMENT 
ACC DEPR-MAINT STRUCTURE 
ACC DEPR-LAB FURNITURE 
ACC DEPR-MAINTTOOL 
ACC DEPR-EQ & MACHINERY 
ACC DEPR-COMMUN EQPT 
ACC DEPR-TRANSPORTATION 
NONREG GOODWILL 
NONREGULATED GOODWILL 
ACCUM AMORT NONREG GOODWILL 
ESCROW DEPOSIT 
ESCROW DEPOSIT 



2620 
2625 
2630 
2635 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2640 
2645 

UTlL PLANT ACQUIRED/DISPOSED 
CURRENT ASSETS 
CASH 
CASH-IN BANK 
CASH-CHASE-WSC DISBURSEMENT 
CASH-CHASE-DEPOSITORY 
CASH-CHASE MONEY MARKET 
CASH CO NSO LI DATlO N 
CASH CLEARING ACCOUNT 
CASH CLEARING-COLLECT A/C 
CASH-CHASE-WSCIL 
CASH-CHASE-WSC INS DISBURSE 
CASH-BANK ONE-WSC COLL ACCT 
CASH-NATIONS BANK-L&LT CSH REC 
CASH-WD COLLECTION ACCT 
CASH-CHASE-CWS COLLECTION 
CASH-BANK OF AMERICA-ACH 
CASH-CHASE-CREDIT CARD 
CASH-CHASE-FLEXSERV 
CASH-BANK OF AMERICA-SC 
CASH-WILLIAM BLAIR 
CASH-U U NATIONS BANK 
CASH-CNC MOREHEAD CTY-WACHOVIA 
CASH-CHASE-AZ 2185-0135 
CASH-COBAN K-AZ 
CASH-BANK OF AMERICA-GA 
CASH-BANK OF AMERICA-NV 
CASH-CHASE-SPG CRK HYD 
CASH-CHASE-SPG CRK CAP 
CASH-BANK OF AMERICA-MD 
CASH-CHASE-BETTERMENT FEES NV 
CASH-CHASE-PLT CAP FUND NV 
CASH-CHASE-WTR STORAGE CAP NV 
CASH-FL NATL OF ORLANDO 
CASH-COMMERICAL BANK-KY 
CASH-CLINTON 1ST NATL BANK 
CASH-CLINTON-DEBT RESERVE 
CASH-BANK OF AMERICA-FL 
CASH-NATIONS BANK-SEUI 
CASH-BARNETT BANK 
CASH-CHASE-LA 
CASH-BANK OF AMERICA. NC 
CASH-BANK OF AM-COLCHESTER ESCROW 
CASH-TALLAHATCHIE-MS 
CASH- BB&T 
CASH-CHASE-WTR RTS PRO FUND NV 
PETTY CASH 



2650 
2650 
2650 
2650 
2650 
2650 
2650 
2650 
2650 
2650 
2650 
2650 
2650 
2655 
2660 
2665 
2670 
2675 
2680 
2685 
2690 
2695 
2700 
2705 
2710 
2715 
2720 
2725 
2730 
2735 
2740 
2745 
2750 
2755 
2770 
2775 
2780 
2785 
2790 
2795 
2800 
2805 
2810 
2815 
2820 
2825 
2830 

CASH-WSC PETTY CASH-CHASE 
CASH-CWS PETly CASH-BOA 
CASH-CNC PETTY CASH-BOA 
CASH-UUC PETTY CASH 
CASH-MD PETTY CASH-BOA 
CASH-FL PETTY CASH-BOA 
CASH-GA PETTY CASH-BOA 
CASH-LA PETTY CASH-CHASE 
CASH-MS PETTY CASH-TALLAHATCH 
CASH-BIOTECH PETTY CASH 
CASH-A2 PETTY CASH-CHASE 
CASH-NV PETTY CASH-BOA 
PErrY CASH 
ACCOUNTS RECEIVABLE 
A/R CASH UNAPPLIED 
CASH UNAPPLIED 
ACCOUNTS RECE IVAB LE CUSTOM E R 
A/R-CUSTOMER TRADE CC&B 
A/R-CUSTOMER ACCRUAL 
A/R-CUSTOMER REFUNDS 
ACCUM PROV UNCOLLECT ACCTS 
ACCOUNTS RECEIVABLE OTHER 
A/R-OTHER 
A/R-NON-CIAC SUSPENSE 
A/R ASSOC COS 
TOTAL NOTES RECEIVABLE 
NOTES REC ACCOCIATED COS 
N/R ASSOC COS 
N/R OTHER 
LONG TERM NOTES RECEIVABLE 
N/R STOCK PURCHASE 
N/R STOCK PURCHASE 
INVENTORY TOTAL 
INVENTORY 
TOTAL SPECIAL. DEPOSITS 
SPECIAL DEPOSITS 
PREPAID EXPENSES 
PREPAYMENTS 
PREPAID INSURANCE 
PREPAID REIMBURSEMENTS 
PREPAID TARIFF FUNDS 
OTHER CURRENT ASSETS 
INTEREST & DIVIDENDS REC 
INT & DIV RECEIVABLE 
MlSC CURRENT ASSETS 
MlSC CURRENT ASSETS 
INVESTMENTS IN STOCK 



2835 
2840 
2845 
2850 
2855 
2860 
2865 
2870 
2875 
2880 
2885 
2890 
2895 
2900 
2905 
2906 
2907 
2908 
2909 
2910 
2914 
2915 
2920 
2925 
2930 
2933 
2935 
2940 
2945 
2950 
2955 
2960 
2965 

2975 
2980 
2985 

3005 
3020 
3025 
3030 
3040 
3080 
3090 
3110 
3120 

2970 

3000 

TEMPORARY CASH INVESTMENTS 
DE FER R E D STOCK COM P ENS AT1 ON 
CASH VALUE OF LIFE INS 
PRELIMINARY SURVEY 
PRELIMINARY SURVEY 
CLEARING 
PAYROLL CLEARING 
FLEX SERV 
401K CLEARING 
DEF CHGS & OTHER ASSETS 
UNAMORT DEBT DISCOUNT & EXP 
DEBT EXPENSE BEING AMORT 

DEFERRED RATE CASE EXPENSE 
RATE CASE IN PROGRESS 

AMORT - DEBT EXPENSE 

RClP - ATTORNEY FEES 
RClP - CAPITALIZED TIME 
RCIP -ADMINISTRATIVE EXPENSES 
RCIP -TRAVEL 
RCIP - CONSULTING FEES 
RCIP -TRANSFER TO DEF RC 
REG EXP BEING AMORT 
RATE CASE BEING AMORT 
MISC REGULATORY COMM EXP 
RATE CASE ACCUM AMORT 
MISC REG ACCUM AMORT 
ORlG COST EXPENSE 
ORlG COST ACCUM AMORT 
OTHER DEFERRED CHARGES 
DEF CHGS-LANDSCAPING 
DEF CHGS-CUSTOMER COMPLAINTS 
DEF CHGS-TANK MAINT&REP WTR 
DEF CHGS-RELOCATION EXPENSES 
DEF CHGS-ATTORNEY FEE 
DEF CHGS-HURRICANE/STORMS COST 
DEF CHGS-EMP FEES 
DEF CHGS-OTHER 
DEF CHGS-OTHER WTR & SWR 
DEF CHGS-VOC TESTING 
DEF CHGS-SLUDGE HAULING 
DEF CHGS-PR WASH/JET SWR MAINS 
DEF CHGS-TV SEWER MAINS 
DEF CHGS-TANK MAINT&REP SWR 
AMORT - LANDSCAPING 
AMORT - CUSTOMER COMPLAINTS 
AMORT -TANK MAINT&REP WTR 
AMORT - RELOCATION EXP 



3125 
3130 
3135 
3140 
3155 
3160 
3175 
3180 
3185 
3195 
3200 
3210 
3215 
3220 
3225 
3230 
3235 
3 240 
3245 
3250 
3255 
3260 
3265 
3270 
3275 
3280 
3285 
3290 
3295 
3300 
3305 
3310 
3315 
3320 
3325 
3330 
3335 
3340 
3345 
3350 
3355 
3360 
3365 
3370 
3375 
3380 
3385 

AMORT - ATTORNEY FEE 
AMORT - HURRICANE/STORMS 
AMORT - EMPLOYEE FEES 
AMORT - OTHER 
AMORT - OTHER WTR & SWR 
AMORT - VOC TESTING 
AMORT - SLUDGE HAULING 
AMORT - PR WASH/JET SWR MAINS 
AMORT - TV SEWER MAINS 
AMORT - TANK MAINT&REP SWR 
REGULATORY INCOME TAX ASSET 
TOTAL LIABILITIES 
LONG TERM LIABILITIES 
ADVANCES IN AID OF CONSTR 
ADV-IN-AID OF CONST-WATER 
ADV-IN-AID OF CONST-SEWER 
ACC AMORT-AIA-WATER 
ACC AMORT-CIA-SEWER 
CONTRIBUTIONS IN AID CONST 
CONTRIBUTIONS IN AID WATER 
CIAC-ORGANIZATION 
CIAC-FRANCH ISES 
CIAC-STRUCT & IMPRV SRC SUPPLY 
CIAC-STRUCT & IMPRV WTP 
CIAC-STRUCT & IMPRV TRANS DIST 
CIAC-STRUCT & IMPRV GEN PLT 
CIAC-COLLECTING RESERVOIRS 
CIAC-LAKE, RIVER, OTHER INTAKES 
CIAC-WELLS & SPRINGS 
CIAC-INFILTRATION GALLERY 
CIAC-SUPPLY MAINS 
CI AC-PO W ER GENE RATION EQUIP 
CIAC-ELEC PUMP EQP SRC PUMP 
CIAC-ELEC PUMP EQP WTP 
CIAC-ELEC PUMP EQP TRANS DIST 
CIAC-WATER TREATMENT EQPT 
CIAC-DIST RESV & STANDPIPES 
CIAC-TRANS & DISTR MAINS 
CIAC-SERVICE LINES 
CIAC- METERS 
CIAC-METER INSTALLS 
CIAC-HYDRANTS 
CIAC-BACKFLOW PREVENT DEVICE 
CIAC-OTH PLT&MISC EQP INTG PLT 
CIAC-OTH PLT&MISC EQP SRC SUPPLY 
CIAC-OTH PLT&MISC EQP WTP 
CIAC-OTH PLT&MISC EQP DlST 



3390 
3395 
3400 
3405 
3410 
3415 
3420 
3425 
3430 
3435 
3440 
3445 
3450 
3455 
3475 
3480 
3485 
3490 
3495 
3500 
3505 
3510 
3515 
3520 
3525 
3530 
3535 
3540 
3545 
3550 
3555 
3560 
3565 
3570 
3575 
3580 
3585 
3590 
3595 
3600 
3605 
3610 
3615 
3620 
3625 
3630 
3635 

CIAC-OFFICE STRUCTURE 
CIAC-OFFICE FURN/EQPT 
CIAC-STORES EQUIPMENT 
CIAC-TOOL SHOP & MlSC EQPT 
CIAC-LABORATORY EQUIPMENT 
CIAC-POWER OPERATED EQUIP 
CIAC-COMM UNlCATlON EQPT 
CIAC-MISC EQUIPMENT 
CIAC-OTHER TANGIBLE PLT WATER 
CIAC-WATER-TAP 
CIAC-WTR MGMT FEE 
CIAC-WTR RES CAP FEE 
CIAC-WTR PLT MOD FEE 
CIAC-WTR PLT MTR FEE 
CONTRIBUTIONS IN AID SEWER 
CIAC-ORGANIZATION 
CIAC-FRANCHISES INTANG PLT 
CIAC-FRANCHISES RCLM WTR DIST PLT 
CIAC-STRUCT/IMPRV COLL PLT 
CIAC-STRUCT/IMPRV PUMP PLT LS 
CIAC-STRUCT/IMPRV TREAT PLT 
CIAC-STRUCT/IMPRV RCLM WTP 
CIAC-STRUCT/IMPRV RCLM DIST 
CIAC-STRUCT/IMPRV GEN PLT 
CIAC-POWER GEN EQUIP COLL PLT 
CIAC-POWER GEN EQUIP PUMP PLT 
CIAC-POWER GEN EQUIP TREAT PLT 
CIAC-POWER GEN EQUIP RCLM WTP 
CIAC-POWER GEN EQUIP RCLM DIST 
CIAC-SEWER FORCE MAIN/SRVC LINES 
CIAC-SEWER GRAVITY MAIN/MANHLES 
CIAC-SPECIAL COLL STRUCTURES 
CIAC-SERVICES TO CUSTOMERS 
CIAC-FLOW MEASURE DEVICES 
CIAC-FLOW MEASURE INSTALL 
CIAC-RECEIVING WELLS 
CIAC-PUMP EQP PUMP PLT 
CIAC-PUMP EQP RCLM WTP 
CIAC-PUMP EQP RCLM DIST 
CIAC-TREAT/DISP EQUIP LAGOON 
CIAC-TREAT/DISP EQUIP TRT PLT 
CIAC-TREAT/DISP EQUIP RCLM WTP 
CIAC-PLANT SEWERS TRTMT PLT 
CIAC-PLANT SEWERS RCLM WTP 
CIAC-OUTFALL LINES 
CIAC-OTHER PLT TANGIBLE 
CIAC-OTHER PLT COLLECTION 



3640 
3645 
3650 
3655 
3660 
3665 
3670 
3675 
3680 
3685 
3690 
3695 
3700 
3705 
3710 
3715 
3720 
3725 
3'745 
3750 
3755 
3760 
3765 
3770 
3775 
3780 
3785 
3790 
3795 
3800 
3805 
3810 
3815 
3820 
3825 
3830 
3835 
3840 
3845 
3850 
3855 
3860 
3865 
3870 
3875 
3880 
3885 

CIAC-OTHER PLT PUMP 
CIAC-OTHER PLT TREATMENT 
CIAC-OTHER PLT RCLM WTR TRT 
CIAC-OTHER PLT RCLM WTR DlST 
CIAC-OFFICE STRUCTURE 
CIAC-OFFICE FURN/EQPT 
CIAC-STORES EQUIPMENT 
CIAC-TOOL SHOP & MlSC EQPT 
CIAC-LABORATORY EQPT 
CIAC-POWER OPERATED EQUIP 
CI AC-COM M UNlCATl ON EQPT 
CIAC-MISC EQUIP SEWER 
CIAC-OTHER TANGIBLE PLT SEWER 
CIAC-SEWER-TAP 
CIAC-SWR MGMT FEE 
CIAC-SWR RES CAP FEE 
CIAC-SWR PLT MOD FEE 
CIAC-SWR PLT MTR FEE 
CIAC-REUSE 
CIAC-REUSE SERVICES 
CI AC- R EUSE MTR/I NSTALLATIO NS 
CIAC-REUSE DlST RESERVOIRS 
CIAC-REUSE TRANMISSION & DIST SYS 
CIAC-REUSE-TAP 
CIAC-REUSE MGMT FEE 
CIAC-REUSE RES CAP FEE 
CIAC-REUSE PLT MOD FEE 
CIAC-REUSE PLT MTR FEE 
ACCUM AMORT OF CIA WATER 
ACC AMORT ORGANIZATION 
ACC AMORT FRANCHISES 
ACC AMORT STRUCT & IMPRV SRC 
ACC AMORT STRUCT & IMPRV WTP 
ACC AMORT STRUCT & IMPRV DlST 
ACC AMORT STRUCT & IMPRV GPLT 
ACC AMORT COLLECTING RESERVOIRS 
ACC AMORT LAKE, RIVER, OTHER 
ACC AMORT WELLS &SPRINGS 
ACC AMORT INFILTRATION GALLERY 
ACC AMORT SUPPLY MAINS 
ACC AMORT POWER GEN EQP 
ACC AMORT ELEC PUMP EQP SRC 
ACC AMORT ELEC PUMP EQP WTP 
ACC AMORT ELEC PUMP EQP TRANS DlST 
ACC AMORT WATER TREATMENT EQPT 
ACC AMORT DlST RESV & STANDPIP 
ACC AMORT TRANS & DlSTR MAINS 



3890 
3895 
3900 
3905 
3910 
3915 
3920 
3925 
3930 
3935 
3940 
3945 
3950 
3955 
3960 
3965 
3970 
3975 
3980 
3990 
3995 
4000 
4005 
4025 
4030 
4035 
4040 
4045 
4050 
4055 
4060 
4065 
4070 
4075 
4080 
4085 
4090 
4095 
4100 
4105 
4110 
41 15 
4120 
4125 
4130 
4135 
4140 

ACC AMORT SERVICE LINES 
ACC AMORT METERS 
ACC AMORT METER INSTALLS 
ACC AMORT HYDRANTS 
ACC AMORT BACKFLOW PREVENT DEVICE 
ACC AMORT OTH PLT&MISC EQP INTANG PLT 
ACC AMORT OTH PLT&MISC EQP SRC SUPPLY 
ACC AMORT OTH PLT&MISC EQP WTP 
ACC AMORT OTH PLT&MISC EQP DIST 
ACC AMORT OFFICE STRUCTURE 
ACC AMORT OFFICE FURN/EQPT 
ACC AMORT STORES EQUIPMENT 
ACC AMORT TOOL SHOP & MISC EQPT 
ACC AMORT LABORATORY EQUIPMENT 
ACC AMORT POWER OPERATED EQUIP 
ACC AMORT COMMUNICATION EQPT 
ACC AMORT MISC EQUIPMENT 
ACC AMORT OTHER TANG PLT WATER 
ACC AMORT WATER-CIAC TAP 
ACC AMORT WTR MGMT FEE - NC 
ACC AMORT WTR RES CAP FEE-NC 
ACC AMORT WTR PLT MOD FEE-NC 
ACC AMORT WTR PLT MTR FEE-NC 
ACCUM AMORT OF CIA SEWER 
ACC AMORT ORGANIZATION 
ACC AMORT FRANCHISES INTANG PLT 
ACC AMORT FRANCHISES RCLM DlST 
ACC AMORTSTRUCT/IMPRV COLL PLT 
ACC AMORTSTRUCT/IMPRV PUMP PLT LS 
ACC AMORTSTRUCT/IMPRV TREAT PLT 
ACC AMORTSTRUCT/IMPRV RCLM WTP 
ACC AMORTSTRUCT/IMPRV RCLM DlST 
ACC AMORTSTRUCT/IMPRV GEN PLT 
ACC AMORT PWR GEN EQP COLL 
ACC AMORT PWR GEN EQP PUMP 
ACC AMORT PWR GEN EQP TREAT 
ACC AMORT PWR GEN EQP RCLM WTP 
ACC AMORT PWR GEN EQP RCLM DST 
ACC AMORT SWR FORCE MAIN/SRVC LINES 
ACC AMORT SWR GRAVITY MAIN/MANHOLES 
ACC AMORT SPCL COLL STRUCTURES 
ACC AMORT SERVICES TO CUSTOMERS 
ACC AMORT FLOW MEASURE DEVICES 
ACC AMORT FLOW MEASURE INSTALL 
ACC AMORT RECEIVING WELLS 
ACC AMORT PUMP EQP PUMP PLT 
ACC AMORT PUMP EQP RCLM WTP 



4145 
4150 
4155 
4160 
4165 
4170 
4175 
4180 
4185 
4190 
4195 
4200 
4205 
4210 
4215 
4220 
4225 
4230 
4235 
4240 
4245 
4250 
4255 
4260 
4265 
4270 
4275 
4280 
4285 
4305 
4310 
4315 
4320 
4325 
4330 
4335 
4340 
4345 
4350 
4355 
4356 
4357 
4358 
4359 
4360 
4365 
4367 

ACC AMORT PUMP EQP RCLM DlST 
ACC AMORT TREAT/DISP EQUIP LAGOON 
ACC AMORT TREAT/DISP EQUIP TRT PLT 
ACC AMORT TREAT/DISP EQUIP RCLM WTP 
ACC AMORT PLANT SWR TRTMT PLT 
ACC AMORT PLANT SWR RCLM WTP 
ACC AMORT OUTFALL LINES 
ACC AMORT OTH PLTTANGIBLE 
ACC AMORT OTH PLT COLLECTION 
ACC AMORT OTH PLT PUMP 
ACC AMORT OTH PLTTREATMENT 
ACC AMORT OTH PLT RCLM WTR TRT 
ACC AMORT OTH PLT RCLM WTR DST 
ACC AMORT OFFICE STRUCTURE 
ACC AMORT OFFICE FURN/EQPT 
ACC AMORT STORES EQUIPMENT 
ACC AMORT TOOL SHOP & MISC EQPT 
ACC AMORT LABORATORY EQPT 
ACC AMORT POWER OPERATED EQUIP 
ACC AMORT COMMUNICATION EQPT 
ACC AMORT MlSC EQUIP SEWER 
ACC AMORT STRUCT/IMPRV GPLT ALLOC 
ACC AMORT STRUCT/IMPRV GPLT UNDIST 
ACC AMORT OTHER TANG PLT SEWER 
ACC AMORT SEWER-TAP 
ACC AMORT SWR MGMT FEE-NC 
ACC AMORT SWR RES CAP FEE-NC 
ACC AMORT SWR PLT MOD FEE-NC 
ACC AMORT SWR PLT MTR FEE-NC 
ACC AMORT-CIA REUSE 
ACC AMORT-REUSE SERVICES 
ACC AMORT-REUSE MTR/INSTALLS 
ACC AMORT-REUSE DlST RESERVOIRS 
ACC AMORT-REUSE TRANS DlST SYS 
ACC AMORT REUSE-TAP 
ACC AMORT REUSE MGMT FEE-NC 
ACC AMORT REUSE RES CAP FEE-NC 
ACC AMORT REUSE PLT MOD FEE-NC 
ACC AMORT REUSE PLT MTR FEE-NC 
MlSC REGULATORY BALANCES 
COST FREE CAPITAL-WATER 
COST FREE CAPITAL-SEWER 
GOS & FLOW BACK TAXES-WATER 
GOS & FLOW BACK TAXES-SEWER 
DEFERRED INCOME TAXES 
ACCUM DEFERRED FIT 
ACCUM DEF INCOME TAX-FED 



4369 
4371 
4373 
4375 
4377 
4379 
4381 
4383 
4385 
4387 
4389 
4391 
4393 
4395 
4397 
4415 
4417 
4419 
442 1 
4423 
4425 
4427 
4429 
443 1 
4433 
4435 
4437 
4439 
4441 
4443 
4445 
4455 
4460 
4465 
4470 
4475 
4475 
4475 
4475 
4475 
4475 
4475 
4475 
4475 
4475 
447 5 
4475 

DEF FED TAX - ClAC PRE 1987 
DEF FED TAX - TAP FEE POST 2000 
DEF FED TAX - IDC 
DEF FED TAX - RATE CASE 
DEF FED TAX - DEF MAINT 
DEF FED TAX - OTHER OPERATION 
DEF FED TAX - SOLD CO 
DEF FED TAX - ORGN EXP 
DEF FED TAX - BAD DEBT 
DEF FED TAX - DEPRECIATION 
DEF FED TAX - NOL 
DEF FED TAX - CONT PROP 
DEF FED TAX - AM7 
DEF FED TAX - PRE ACRS 
DEF FED TAX - RES CAP FEE 
ACCUM DEFERRED SIT 
ACCUM DEF INCOME TAX ~ ST 
DEF ST TAX - ClAC PRE 1987 
DEF ST TAX - TAP FEE POST 2000 
DEF ST TAX - IDC 
DEF ST TAX ~ RATE CASE 
DEF ST TAX - DEF MAINT 
DEF ST TAX - OTHER OPERATION 
DEF ST TAX - SOLD CO 
DEF ST TAX - ORGN EXP 
DEF ST TAX - BAD DEBT 
DEF ST TAX - DEPRECIATION 
DEF ST TAX - NOL 
DEF ST TAX - CONT PROP 
DEF ST TAX - AMT 
DEF ST TAX - RES CAP FEE 
DEFERRED INV TAX CREDITS 
UNAMORT INVEST TAX CREDIT 
LONG TERM DEBT 
LONG TERM NOTES PAYABLE 
L/T NOTES PAYABLE 
L/T N/P $180M 07/06 
L/T N/P TO LlNC NAT LIFE INS 
L/T N/P TO IDS LIFE INS 
L/T N/P TEACHERS 8.95% 
L/T N/P $50MM 
L/T N/P AMERICAN NATL 
L/T N/P CENTURY 21 
L/T N/P 20M @ 4.55% 
L/T N/P 20M @ 4.62 
L/T N/P TEACHERS 9.16% 
L/T DEBT-SOUTHERN GULF 



4475 
4475 
4475 
4475 
4475 
4475 
4475 
4475 
4475 
4480 
4485 
4490 
4495 
4500 
4505 
4510 
4515 
4520 
4525 
4527 
4530 
4535 
4540 
4545 
4547 
4548 
4550 
4555 
4560 
4565 
4570 
4575 
4580 
4580 
4580 
4580 
4580 
4580 
4580 
4585 
4590 
4595 
4600 
4605 
4610 
4612 
4614 

L/T N/P TEACHERS 9.01% 
N/P CITY OF ST PETERSBURG #I 
NIP CITY OF ST PETERSBURG #2 
L/T N/P LINCOLN/AMERICAN 7.87% 
L/T N/P FIRST UNION 
L/T N/P $41MM 8.42% 
L/T DEBT BERMUDA 
L/T N/P TO TIERRA VERDE 
L/T N/P TO OFFICERS 
BOOK VALUE IN EXCESS INV 
UNAMORT EXCESS BK VAL 
ACCUM AMORT OF EXC BK VAL 
CURRENT MATURITY L/T DEBT 
CURRENT LIABILITIES 
ACCOUNTS PAYABLE 
ACCOUNTS PAYABLE TRADE 
A/P TRADE 
A/P RETIREMENT PLANS 
A/P TRADE - ACCRUAL 
A/P TRADE - RECD NOT VOUCHERED 
ACCTS PAYABLE ASSOC COS 

ACCOUNTS PAYABLE MlSC 
A/P MISCELLANEOUS 
A/P CONVERSION CLEARING 
A/P 3RD PARTY LIABILITY 
DEF CREDITS 
DEF CREDITS OTHER 
AMORT DEF CREDITS 
ADVANCES FROM UTILITIES INC 
NOTES PAYABLE TO BANKS 
NOTES PAYABLE SHORT TERM 
N/P SHORT TERM 
N/P CHASE 
N/P BANK OF AMERICA 
N/P C & S NATIONAL BANK 
N/P NATIONS BANK 
S/T N/P FIRST UNION 
N/P UTlL SUPPLY AMERICA 
N/P TO ASSOC COS UI 
CUSTOMER DEPOSITS 
CUSTOMER DEPOSITS 
METER DEPOSITS 
ACCRUED TAXES 
ACCRUED TAXES 
ACCRUED TAXES GENERAL 
ACCRUED GROSS RECEIPT TAX 

A/P-ASSOC COMPANIES 



4616 
4618 
4620 
4622 
4624 
4626 
4628 
4630 
4632 
4634 
4635 
4636 
4638 
4640 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4642 
4657 
4659 
4661 

4675 
4680 
4685 
4690 
4695 
4700 
4705 
4710 
4715 
4720 
4725 
4730 
4735 

46x1 

ACCRUED FRANCHISE TAX 
ACCRUED UTlL OR COMM TAX 
ACCRUED SAFE DRINKING ACT 
ACCRUED SUI 
ACCRUED ST DISABILITY 
ACCRUED ASSOCIATION FEE 
ACCRUED REAL EST TAX 
ACCRUED PERS PROP & ICTTAX 
ACCRUED SPECIAL ASSESSMENTS 
ACCRUED SALES TAX 
ACCRUED USE TAX 
ACCRUED COUNTY TAX 
ACCRUED CITY TAX 
ACCRUED RESTOR FUND 
ACCRUED ST W/H TAX 
ACCRUED ST W/H TAX GEORGIA 
ACCRUED ST W/H TAX ILLINOIS 
ACCRUED ST W/H TAX INDIANA 
ACCRUED ST W/H TAX MISS 
ACCRUED ST W/H TAX N C 
ACCRUED ST W/H TAX OHIO 
ACCRUED ST W/H TAX S C 
ACCRUED ST W/H TAX NONREG 
ACCRUED ST W/H TAX VIRGINIA 
ACCRUED ST W/H TAX WISCONSIN 
ACCRUED ST W/H TAX LOUISIANA 
ACCRUED ST W/H TAX TENNESSEE 
ACCRUED ST W/H TAX MARYLAND 
ACCRUED ST W/H TAX PA 
ACCRUED ST W/H TAX NJ 
ACCRUED INCOME TAX 
ACCRUED FED INCOME TAX 
ACCRUED ST INCOME TAX 
ACCRUED INTEREST 
ACCRUED INTEREST 
ACCRUED L/T INTEREST 
ACCRUED CUST DEP INTEREST 
ACCRUED INS CO INTEREST 
ACCRUED S/T BK DEBT INTEREST 
ACCRUED SALARIES 
SALARIES PAYABLE 
DEFERRED REVENUE 
DEFERRED REVENUE 
RESERVE-PEND REG MATTER 
RESERVE-PEND REG MATER 
PAYABLE TO DEVELOPERS 
PAYABLE TO DEVELOPER 



4740 
4745 
4750 
4755 
4760 
4765 
4770 
4775 
4780 
4785 
4790 
4795 
4800 
4805 
4998 
4999 
9510 
9575 

TOTAL EQUITY 
EQUITY 
COMMON SHAREHOLD EQUITY 
COMMON STOCK / CS SUBSCR 
COMMON STOCK 
COMMON STOCK SUBSCRIBED 

PREM ON COMMON STOCK 
PAID IN CAPITAL 
MlSC PAID IN CAPITAL 
CAPITAL STOCK EXPENSE 
U N DlSTR I B UTED STOCK 

TREASURY STOCK 

DE FERR E D CO M P-RESTRICTE D STOCK 

OTHER COMPREHENSIVE INCOME-NET 

RETAINED EARN-PRIOR YEARS 
RETAINED EARN-CURRENT YR 
NUMBER OF BILLS SENT OUT BY CO 
ERC WATER &SEWER BY CO 



Account 
Number 

5000 
5005 
5010 
5015 
5020 
5025 
5030 
5035 
5040 
5045 
5050 
5051 
5055 
5060 
5065 
5070 
5075 
5080 
5085 
5090 
5095 
5100 
5105 
5110 
5115 
5120 
5125 
5127 
5130 
5135 
5 140 
5145 
5150 
5155 
5160 
5165 
5170 
5175 
5180 
5185 
5190 
5195 
5200 
5205 
5210 

Description 
TOTAL REVENUE 
OPERATING REVENUES 
WATER OPERATING REVENUES 
WATER REVENUE 
WATER REVENUE UNMETERED 
WATER REVENUE-RESIDENTIAL 
WATER R EVE N U E-ACCR UALS 
WATER REVENUE-COMMERCIAL 
WATER REVENUE-INDUSTRIAL 
WATER REVENUE-PUBLIC AUTH 
WATER REVENUE-MULT FAM DWELL 
WATER REVENUE-STORM REC RIDER 
FIRE PROTECTION REVENUE 
PUBLIC FIRE PROTECTION 
PRIVATE FIRE PROTECTION 
OTHER SALES TO PUBLIC AUTH 
SALES TO IRRIGATION CUSTOMERS 
SALES FOR RESALE 
INTERDEPARTMENTAL SALES 
SEWER OPERATING REVENUES 
SEWER REVENUE FIAT 
SEWER REVENUE-RESIDENTIAL 
SEWER REVEN U E-ACCRUALS 
SEWER REVENUE-COMMERCIAL 
SEWER REVENUE-INDUSTRIAL 
SEWER REVENUE-PUBLIC AUTH 
SEWER REVENUE-MULT FAM DWELL 
SEWER REVENUE-STORM REC RIDER 
SEWER REVENUE-OTHER 
SEWER REVENUE MEASURED 

SEWER SOLIDS PlJMPlNG CHGE 
SEWER REVENUE-RESIDENTIAL 

SEWER REVENUE-ACCRUALS 
SEWER REVEN U E-COM M ERCl AL 
SEWER REVENUE-INDUSTRIAL 
SEWER REVENUE-PUBLIC AUTH 
SEWER REVENUE-MULT FAM DWELL 
REVENUES FROM PUBLIC AUTH 
REVENUES FROM OTHER SYSTEMS 
INTERDEPARTMENTAL SALES 
REUSE REVENUE 
REUSE REVENUE FIAT 
REUSE REVENUE-RESIDENTIAL 
REUSE REVENUE-COMMERCIAL 
REUSE REVENUE-INDUSTRIAL 



5215 
5220 
5225 
5230 
5235 
5240 
5245 
5250 
5255 
5260 
5265 
5270 
5275 
5280 
5285 
5290 
5295 

5305 
5310 
5315 
5320 
5325 
5330 
5335 
5340 
5345 
5350 
5355 
5360 
5365 
5370 
5375 
5380 
5385 
5390 
5395 
5400 
5405 
5410 
5415 
5420 
5425 
5430 
5435 
5440 
5445 

5300 

REUSE REVENUE-PUBLIC AUTH 
REUSE REVENUE-OTHER 
REUSE REVENUE MEASURED 
REUSE REVENUE-RESIDENTIAL 
REUSE REVEN U E-COM M ERCIAL 
REUSE REVENUE-INDUSTRIAL. 
REUSE REVENUE-PUBLIC AUTH 
MISC OPERATING REVENUES 
GUARANTEED REVENUES 
SALE OF SLUDGE 
FORFEITED DISCOUNTS 
MlSC SERVICE REVENUE 
RENTS FROM W/S PROPERTY 
INTERDEPARTMENTAL RENTS 
OTHER W/S REVENUES 
NON-REGULATED REVENUES 
MAINTENANCE INTERNAL REVENUE 
MAINTENANCE REVENUE 
MAINTENANCE-INTERNAL-LABOR 
MAINTENANCE-INTERNAL-MATERIALS 
MAINTENANCE EXTERNAL REVENUE 
MAINTENANCE-EXTERNAL-LABOR 
MAINTENANCE-EXTERNAL-MATERIALS 
SLUDGE INTERNAL REVENUE 
REVEN U E-I NTERNAL-SLUDGE 
REVENUE-INTERNAL-RECEIVING CHG 
REVENU E-I NTERNAL-TRANS 
REVEN U E-INTERNAL-SEPTAGE 
REVENUE-INTERNAL-MISC 
SLUDGE EXTERNAL REVENUE 
REVENUE-EXTERNAL-RECVG CHG 
REVENUE-EXTERNAL-TRANS 
REVEN UE-EXTERNAL-SEPTAGE 
REVEN U E-EXTERNAL-M ISC 
3RD PARTY BILLING 
3RD PARTY BILLING REVENUE 
3RD PARTY BILLING EXPENSE 
REV FROM MGMT SERVICES 
REV FROM MGMT SERVICES 
TOTAL OPERATING EXPENSES 
OPERATING EXPENSES 
OPERATING EXPENSES CONSOL 
PURCHASED WATER EXPENSE 
PURCHASED WATER 
PURCHASED WATER-WATER SYS 
PURCHASED WATER-SEWER SYS 
PURCHASED WATER - BILLINGS 



5450 
5455 
5460 
5465 
5465 
5465 
5465 
5465 
5470 
5470 
5470 
5470 
5470 
5470 
5470 
5471 
5475 
5480 
5485 
5490 
5495 
5500 
5505 
5510 
5515 
5520 
5525 
5530 
5535 
5540 
5545 
5570 
5575 
5580 
5585 
5590 
5595 
5620 
5625 
5630 
5635 
5640 
5645 
5650 
5655 
5660 
5665 

PURCHASED SEWER TREATMENT 
PURCHASED SEWER TREATMENT 
PURCHASED SEWER - BILLINGS 
ELEC PWR -WATER SYSTEM 

10 ELEC PWR - WTR SYSTEM SRC SUPPLY 
11 ELEC PWR I WTR SYSTEM WTR TREAT 
12 ELEC PWR - WTR SYSTEM TRANS DIS 
13 ELEC PWR - WTR SYSTEM ADMIN 

E l  EC PWR - SWR SYSTEM 
10 ELEC PWR - SWR SYSTEM COLL 
11 ELEC PWR - SWR SYSTEM PUMP 
12 ELEC PWR - SWR SYSTEM TRT DlSP 
13 ELEC PWR - SWR SYSTEM ADMIN 
14 ELEC PWR - SWR SYSTEM REUSE WT 
15 ELEC PWR - SWR SYSTEM REUSE DS 

ELEC PWR - OTHER 
CHEMICALS 
CH LORI NE 
ODOR CONTROL CHEMICALS 
OTHER TREATMENT CHEMICALS 
METER READING 
BAD DEBT EXPENSE 
AGENCY EXPENSE 
UNCOLLECTIBLE ACCOUNTS 
UNCOLL ACCOUNTS ACCRUAL 
BILLING & CUSTOMER SERVICE EXPENSE 
BILL STOCK 
BILLING COMPUTER SUPPLIES 
BILLING ENVELOPES 
BILLING POSTAGE 
CUSTOMER SERVICE PRINTING 
NON-REGULATED COGS 
NON-REGULATED COGS A 
NON-REGULATED COGS B 
NON-REGULATED COGS C 
NON-REGULATED COGS D 
NON-REGULATED COGS E 
EMPLOYEE PENSION&BENEFITS 
401K/ESOP CONTRIBUTIONS 
DENTAL PREMIUMS 
DENTAL INS REIMBURSEMENTS 
EMP PENSIONS & BENEFITS 
EMPLOYEE INS DEDUCTIONS 
HEALTH COSTS & OTHER 
HEALTH INS REIMBURSEMENTS 
OTHER EMP PENSION/BENEFITS 
PENS ION CO NTR I B UTI0 NS 



5670 
5675 
5680 
5685 
5690 
5695 
5700 
5705 
5710 
571.5 
5730 
5735 
5740 
5745 
5750 
5755 
5760 
5780 
5785 
5790 
5795 
5800 
5805 
5810 
5815 
5820 
5825 
5850 
5855 
5860 
5865 
5870 
5875 
5880 
5885 
5890 
5895 
5900 
5925 
5930 
5935 
5940 
5945 
5950 
5955 
5960 
5965 

TERM LIFE INS 
TERM LIFE INS-OPT 
DEPEND LIFE INS-OPT 
SUPPLEMENTAL LIFE INS 
TUITION 
INSURANCE EXPENSE 
INSURANCE-VEHICLE 
1NSURANCE.GEN LIAB 
INSURANCE-WORKERS COMP 
INSURANCE-OTHER 
IT DEPARTMENT 
COMPUTER MAINTENANCE 
COMPUTER SUPPLIES 
COMPUTER AMORT & PROG COST 
INTERNET SUPPLIER 
MICROFILMING 
WEBSITE DEVELOPMENT 
MlSCELLANEOlJS EXPENSE 
ADVERTlSl NG/MARKETI NG 
BANK SERVICE CHARGE 
CONTRIBUTIONS 
LETTER OF CREDIT FEE 
LICENSE FEES 
MEMBERSHIPS 

TRAINING EXPENSE 
OTHER MlSC EXPENSE 
OFFICE EXPENSE 
ANSWERING SERVICE 
CLEANING SUPPLIES 
COPY MACHINE 
HOLIDAY EVENTS/PICNICS 
KITCHEN SUPPLIES 
OFFICE SUPPLY STORES 
PRINTING/BLUEPRINTS 
PUBL SUBSCRIPTIONS/TAPES 
SHIPPING CHARGES 
OTHER OFFICE EXPENSES 
OFFICE UTILITIES/MAINTENANCE 
OFFICE ELECTRIC 
OFFICE GAS 
OFFICE WATER 
OFFICE TELECOM 
OFFICE GARBAGE REMOVAL 
OFFICE LANDSCAPE / MOW / PLOW 
OFFICE ALARM SYS PHONE EXP 
OFFICE MAINTENANCE 

PENALTIES/FINES 



5970 
5975 
5980 
5985 
6000 
6005 
6010 
6015 
6020 
6025 
6030 
6035 
6040 
6045 
6050 
6060 
6065 
6070 
6075 
6085 
6090 
6100 
6105 
6110 
6115 
6120 
6125 
6130 
6135 
6140 
6145 
6150 
6155 
6160 
6165 
6170 
6180 
6185 
6190 
6195 
6200 
6205 
6207 
6210 
6215 
6220 
6225 

OFFICE CLEANING SERVICE 
OFFICE MACHINE/HEAT&COOL 
OTHER OFFICE UTILITIES 
TELEMETERING PHONE EXPENSE 
OUTSIDE SERVICE EXPENSE 
ACCOUNTING STUD1 ES 
AUDIT FEES 
EMPLOY FINDER FEES 
ENGINEERING FEES 
LEGAL FEES 
MANAGEMENT FEES 
PAYROLL SERVICES 
TAX RETURN REVIEW 

OTHER OUTSIDE SERVICES 
REGULATORY COMMISSION EXP 
RATE CASE AMORT EXPENSE 
MlSC REG MAlTERS COMM EXP 
WATER RESOURCE CONSERV EXP 
RENT EXPENSE 
RENT 
SALARIES &WAGES 

TEMP EMPLOY - CLERICAL 

SALARIES-SYSTEM PROJECT 
SALARIES-ACCTG/FINANCE 
SALARIES-ADMIN 
SALARIES-OFFICERS/STKHLDR 
SALARIES-HR 
SALARI ES-M IS 
SALARIES-LEADERSH I P OPS 
SALARIES-REGULATORY 
SALARIES-CUSTOMER SERVICE 
SALARIES-OPERATIONS FIELD 
SALARIES-OPERATIONS OFFICE 
SALARIES-CHGD TO PLT-WSC 
CAPITALIZED TIME ADJUSTMENT 
CAPITALIZED TIME ADJ-CORPORATE 
TRAVEL EXPENSE 
TRAVEL LODGING 
TRAVEL AIRFARE 
TRAVEL TRANSPORTATION 
TRAVEL MEALS 
TRAVEL ENTERTAINMENT 
TRAVEL OTHER 
FLEET TRANSPORTATION EXPENSE 
FUEL 
AUTO RE PA1 R/TI RES 
AUTO LICENSES 



6230 
6250 
6255 
6260 
6265 
6270 
6280 
6285 
6290 
6295 
6300 
6305 
63 10 
6315 
6320 
6325 
6330 
6335 
6340 
6345 
6350 
6355 
6360 
6365 
6370 
6375 
6380 
6385 
6390 
6400 
6410 
6430 
6435 
6445 
6450 
6455 
6460 
6465 
6470 
6475 
6480 
6485 
6490 
6495 
6500 
6505 
6510 

OTHER TRANS EXPENSES 
MAINTENANCE TESTING 
TEST-WATER 
TEST-EQU I P/CH EM ICAL 
TEST-SAFE WATER DR I N Kl NG 
TEST-SE W E R 
MAINTENANCE-WATER PLANT 
WATER-MAINT SUPPLIES 
WATER-MAINT REPAIRS 
WATER-MAIN BREAKS 
WATER-ELEC EQUIPT REPAIR 
WATER-PERM ITS 
WATER-OTHER MAINT EXP 
MAINTENANCE-SEWER PLANT 
SEWER-MAINT SUPPLIES 
SEWER-MAINT REPAIRS 
SEWER-MAIN BREAKS 
SEWER-ELEC EQUIPT REPAIR 
SEWER-PERMITS 
SEWER-OTHER MAINT EXP 
MAINTENANCE-WTR&SWR PLANT 
DEFERRED MAINT EXPENSE 
COMMUNICATION EXPENSE 
EQUIPMENT RENTALS 
OPER CONTRACTED WORKERS 
OUTSIDE LAB FEES-LAB,LAND 
REPAl RS & MAINT-MA1 NT, LAN D 
UNIFORMS 
WEATH ER/HURRICAN E COSTS 
SEWER RODDING 
SLUDGE HAULING 
DEPRECIATION & AMORT NET 
DEPRECIATION EXP-WATER 
DEPREC-ORGANIZATION 
DEPREC-FRANCHISES 
DEPREC-STRUCT & IMPRV SRC SUPPLY 
DEPREC-STRUCT & IMPRV WTP 
DEPREC-STRlJCT & IMPRV DlST 
DEPREC-STRUCT & IMPRV GEN PLT 
DEPREC-COLLECTING RESERVOIRS 
DEPREC-LAKE, RIVER, OTHER 
DEPREC-WELLS & SPRINGS 
DEPREC-INFILTRATION GALLERY 
DEPREC-SUPPLY MAINS 
DEPREC-POWER GEN EQP 
DEPREC-ELEC PUMP EQP SRC PUMP 
DEPREC-ELEC PUMP EQP WTP 



6515 
6520 
6525 
6530 
6535 
6540 
6545 
6550 
6555 
6560 
6565 
6570 
6575 
6580 
6585 
6590 
6595 

6605 
6610 
6615 
6620 
6635 
6640 
6645 
6650 
6655 
6660 
6665 
6670 
6675 
6680 
6685 
6690 
6695 
6700 
6705 
6710 
6715 
6720 
6725 
6730 
6735 
6740 
6745 
6750 
6755 

6600 

DEPREC-ELEC PUMP EQP TRANS DST 
DE PREC-WATER TREATMENT EQPT 
DEPREC-DIST RESV & STANDPIPES 
DEPREC-TRANS & DlSTR MAINS 
DEPREC-SERVICE LINES 
DEPREC-METERS 
DEPREC-METER INSTALLS 
DEPREC-HYDRANTS 
DEPREC-BACKFLOW PREVENT DEVICE 
DEPREC-OTH PLT&MISC EQP INTANG PLT 
DEPREC-OTH PLT&MISC EQP SRC SUPPLY 
DEPREC-OTH PLT&MISC EQP W T P  
DEPREC-OTH PLT&MISC EQP DlST 
DEPREC-OFFICE STRUCTURE 
DEPREC-OFFICE FURN/EQPT 
DEPREC-STORES EQUIPMENT 
DEPREC-TOOL SHOP & MlSC EQPT 
DEPREC-LABORATORY EQUIPMENT 
DEPREC-POWER OPERATED EQUIP 
DEPREC-COMMUN CATION EQPT 
DEPREC-MISC EQUIPMENT 
DEPREC-OTHER TANG PLT WATER 
DEPRECIATION EXP-SEWER 
DEPREC-ORGANIZATION 
DEPREC-FRANCHISES INTANG PLT 
DEPREC-FRANCHISES RCLM WTR DlST PLT 
DEPREC-STRUCT/IMPRV COLL PLT 
DEPREC-STRUCT/IMPRV P U M P  
DE PREC-STRUCT/I M P RV TREAT PLT 
DEPREC-STRUCT/IMPRV RCLM W T P  
DEPREC-STRUCT/IMPRV RCLM DIST 
DEPREC-STRUCT/IMPRV GEN PLT 
DEPREC-POWER GEN EQUIP COLL PLT 
DEPREC-POWER GEN EQUIP P U M P  PLT 
DEPREC-POWER GEN EQUIP TREAT 
DEPREC-POWER GEN EQUIP RCLM WTP 
DEPREC-POWER GEN EQUIP RCLM DS 
DEPREC-SEWER FORCE MAIN/SRVC 
DEPREC-SEWER GRAVITY M A I N / M A N H  
DEPREC-SPECIAL COLL STRUCTURES 
DEPREC-SERVICES TO CUSTOMERS 
DEPREC-FLOW MEASURE DEVICES 
DEPREC-FLOW MEASURE INSTALL 
DEPREC-RECEIVING WELLS 
DEPREC-PUMP EQP P U M P  PLT 
DEPREC-PUMP EQP RCLM W T P  
DEPREC-PUMP EQP RCLM WTR DlST PLT 



6760 
6765 
6770 
6775 
6780 
6785 
6790 
6795 

6805 
6810 
6815 
6820 
6825 
6830 
6835 
6840 
6845 
6850 
6855 
6860 
6870 
6875 
6880 
6885 
6890 
6900 
6905 
6915 
6920 
6940 
6945 
6950 
6955 
6960 
6965 
6980 
6985 
6990 
6995 
7000 
7005 
7010 
7015 
7020 
7025 
7030 

6800 

DEPREC-TREAT/DISP EQUIP LAGOON 
DEPREC-TREAT/DISP EQTRT PLT 
DEPREC-TREAT/DISP EQ RCLM WTP 
DEPREC-PLANT SEWERS TRTMT PLT 
DEPREC-PLANT SEWERS RCLM WTP 
DEPREC-OUTFALL LINES 
DEPREC-OTHER PLT TANGIBLE 
DEPREC-OTHER PLT COLLECTION 
DEPREC-OTHER PLT PUMP 
DEPREC-OTHER PLT TREATMENT 
DEPREC-OTHER PLT RCLM WTR TRT 
DEPREC-OTHER PLT RCLM WTR DlST 
DEPREC-OFFICE STRUCTURE 
DEPREC-OFFICE FURN/EQPT 
DEPREC-STO RES EQU I PM E NT 
DEPREC-TOOL SHOP & MISC EQPT 
DEPREC-LABORATORY EQPT 
DEPREC-POWER OPERATED EQUIP 
DE PREC-COM M UN ICATION EQPT 
DEPREC-MISC EQUIP SEWER 
DEPREC-OTHER TANG PLT SEWER 
DEPRECIATION EXP-REUSE 
DEPREC-REUSE SERVICES 
DEPREC-REUSE MTR/INSTALLATIONS 
DEPREC-REUSE DlST RESERVOIRS 
DEPREC-REUSE TRANSM / DlST SYS 
DEPREC EXP-AUTO TRANS 
DEPREC-AUTO TRANS 
DEPREC EXP-COMPUTER 
DEPREC-COMPUTER 
DEPRECIATION EXP-NONREGULATED 
DEPRECIATION EXP-OTHER 
AMORT EXP-AIA-WATER 
AMORT EXP-AIA-SEWER 
AMORT OF UTlL PAA-WATER 
AMORT OF UTlL PAA-SEWER 
AMORT EXP-CIA-WATER 
AMORT-ORGANIZATION 
AMORT-FRANCHISES 
AMORT-STRCT&I M P RV SRC SU PPLY 
AMORT-STRCT&I M PRV WTP 
AMORT-STRCT&IMPRV DIST 
A M 0  RT-STRCT&I M PRV G E N PLT 
AMORT-COLLECT1 NG RESERVOIRS 
AMORT-LAKE, RIVER, OTHER INTAKES 
AMORT-WELLS & SPRINGS 
AMORT-INFILTRATION GALLERY 



7035 
7040 
704s 
7050 
70.55 
7060 
7065 
7070 
7075 
7080 
7085 
7090 
7095 
7100 
7105 
71 10 
7115 
7120 
7125 
7130 
7135 
7140 
7145 
7150 
7155 
7160 
7165 
7170 
7175 
7180 
7185 
7200 
7205 
7210 
7215 
7220 
7225 
7230 
7235 
7240 
7245 
7250 
7255 
7260 
7265 
7270 
7275 

AMORT-SUPPLY MAINS 
AMORT-POWER GEN EQP 
AMORT-ELEC PUMP EQP SRC PUMP 
AMORT-ELEC PUMP EQP WTP 
AMORT-ELEC PUMP EQP TRANS DlST 
AMORT-WATER TREATMENT EQPT 
AMORT-DIST RESV & STANDPIPES 
AMORT-TRANS & DISTR MAINS 
AMORT-SERVICE LINES 
AMORT-METERS 
AMORT-METER INSTALLS 
AMORT-HYDRANlS 
AMORT-BACKFLOW PREVENT DEVICE 
AMORT-OTH PLT&MISC EQP INTANG PLT 
AMORT-OTH PLT&MISC EQP SRC SUPPLY 
AMORT-OTH PLT&MISC EQP WTP 
AMORT-OTH PLT&MISC EQP DlST 
AMORT-OFFICE STRUCTURE 
AMORT-OFFICE FURN/EQPT 
AMORT-STORES EQUIPMENT 
AMORT-TOOL SHOP & MlSC EQPT 
AMORT-LABORATORY EQUIPMENT 
AMORT-POW ER OPERATED EQUIP 
AMORT-COM M UNlCATlON EQPT 
AMORT-MISC EQUIPMENT 
AMORT-OTHER TANGIBLE PLT WATER 
A M 0  RT-WATE R-TAP 
AMORT-WTR MGMT FEE 
AMORT-WTR RES CAP FEE 
AMORT-WTR PLT MOD FEE 
AMORT-WTR PLT MTR FEE 
AMORT EXP-CIA-SEWER 
AMORT-ORGANIZATION 
AMORT-FRANCHISES INTANG PLT 
AMORT-FRANCHISES RCLM WTR DlST PLT 
AMORT-STRUCTIIMPRV COLL PLT 
AMORT-STRUCT/IMPRV PUMP PLT LS 
AM 0 RT-STR U CT/I M P RV TREAT P LT 
A M 0  RT-STRUCT/I M P RV RCLM WTP 
AMORT STRUCT/IMPRV RCLM DlST 
AMORT-STRUCT/IMPRV GEN PLT 
AMORT-POWER GEN EQUIP COLL PLT 
AMORT-POWER GEN EQUIP PUMP PLT 
AMORT-POWER GEN EQUIP TREAT PLT 
AMORT-POWER GEN EQUIP RCLM WTP 
AMORT-POWER GEN EQUIP RCLM DST 
AMORT-SEWER FORCE MAIN/SRVC 



7280 
7285 
7290 
7295 
7300 
7305 
7310 
7315 
7320 
7325 
7330 
7335 
7340 
7345 
7350 
7355 
7360 
7365 
7370 
7375 
7380 
7385 
7390 
7395 
7400 
7405 
7410 
7415 
7420 
7425 
7430 
7435 
7440 
7445 
7450 
7465 
7470 
7475 
7480 
7485 
7495 
7500 
7505 
7510 
7515 
7520 
7530 

AMORT-SEWER GRAVITY MAIN/MANH 
AMORT-SPECIAL COLL STRUCTURES 
AMORT-SERVICES TO CUSTOMERS 
A M 0  RT-FLO W M E ASU RE DEVICES 
AMORT-FLOW MEASURE INSTALL 
AMORT-RECEIVING WELLS 
AMORT-PUMP EQP PUMP PLT 
AMORT-PUMP EQP RCLM WTP 
AMORT-PUMP EQP RCLM DlST 
AMORT-TREAT/DISP EQUIP LAGOON 
AMORT-TREAT/DISP EQUIP TRT PLT 
AMORT-TREAT/DISP EQUIP RCLM WTP 
AMORT-PLANT SEWERS TRTMT PLT 
AMORT-PLANT SEWERS RCLM WTP 
AMORT-OUTFALL LINES 
AMORT-OTHER PLTTANGIBLE 
AMORT-OTH E R PLT CO LLECTI 0 N 
AMORT-OTHER PLT PUMP 
AMORT-OTHER PLT TREATMENT 
AMORT-OTHER PLT RCLM WTR TRT 
AMORT-OTHER PLT RCLM WTR DlST 
AMORT-OFFICE STRUCTURE 
A M 0  RT-0 FFl CE FUR N/EQPT 
AMORT-STORES EQUIPMENT 
AMORT-TOOL SHOP & MlSC EQPT 
AMORT-LABORATORY EQPT 
AMORT-POWER OPERATED EQUIP 
AMORT-COM M U NlCATlON EQPT 
AMORT-MISC EQUIP SEWER 
AMORT-OTHER TANGIBLE PLT SEWER 
AM 0 RT-SE W E R-TAP 
AMORT-SWR MGMT FEE 
AMORT-SWR RES CAP FEE 
AMORT-SWR PLT MOD FEE 
AMORT-SWR PLT MTR FEE 
AMORT EXP-REUSE 
AMORT-REUSE SERVICES 
A M 0  RT-REUSE MTR/I NSTALLATI 0 NS 
AMORT-REUSE DlST RESERVOIRS 
AMORT-REUSE TRANMISSION & DlST SYS 
AMORT OF EXCESS BK VALUE 
TAXES OTHER THAN INCOME 
PAYROLL TAXES 
FICA EXPENSE 
FEDERAL UNEMPLOYMENT TAX 
STATE UNEMPLOYMENT TAX 
PROPERN & OTHER TAXES 



7535 
7540 
7545 
7550 
7555 
7560 
7565 
7570 
7580 
7585 
7590 
7595 
7600 
7605 
7610 
7620 
7625 
7630 
7635 
7640 
7645 
7650 
7655 
7660 
7665 
7670 
7675 
7680 
7685 
7690 
7691 
7692 
7693 
7695 
7700 
7705 
7710 
7715 
7720 
7720 
7720 
7720 
7720 
7720 
7720 
7720 
7720 

FRANCHISE TAX 
GROSS RECEIPTS TAX 
PERSONAL PROPERTY/ICT TAX 
PRO PE RTY/OTH E R G EN E RAL TAX 
REAL ESTATE TAX 
SALES/USE TAX EXPENSE 
SPECIAL ASSESSMENTS 
UTILITY/COMMISSION TAX 
INCOME TAXES 
AMORT OF INVEST TAX CREDIT 
DEF INCOME TAX-FED ITC 
DEF INCOME TAX-FEDERAL 
DEF INCOME TAXES-STATE 
INCOME TAXES-FEDERAL 
INCOME TAXES- STATE 
TOTAL OTHER INCOME & EXPENSE 
OTHER INCOME 
OTHER INCOME 
DIVIDEND INCOME 
INCOME FROM MGMT SERVICES 

MISCELLANEOUS INCOME 
INTEREST INCOME-INTERCO 

MISCELLANEOUS INC NON-UTILITY 
MISCELLANEOUS EXP NON-UTILITY 
EXTRAORDINARY GAI N/LOSS 
EXTRAORDINARY DEDUCTIONS 
RENTAL / OTHER INCOME 
RENTAL INCOME 
INTEREST INCOME 
SALE OF EQUIPMENT 
NET BOOK VALUE-DISPOSAL 
DISPOSAL-CLEARING 
DISPOSAL-PROCEEDS 
OTHER EXPENSE 
INTEREST EXPENSE 
AMORT OF DEB & ACQ EXP 

LONG TERM INTEREST EXP 
INTEREST EXPENSE-INTERCO 

10 L/T INT EXP $50MM 
11 L/T INT EXP 20M 4.55% 
12 L/T INT EXP 20M 4.62 
13 L/T INT EXP $41MM 8.42% 

15 L/T INT EXP $180 M 7/06 
16 L/T INT EXP BANK ONE 
17 L/T INT EXP BK OF AMERICA 
18 L/T INT EXP C&S NATL BK 

14 L/T INT EXP TEACHERS INS.& ANN. 



7720 
7720 
7720 
7720 
7720 
7720 
7720 
7720 
7720 
7720 
7725 
7730 
7735 
7735 
7735 
7735 
7735 
7735 
7735 
7735 
7735 
7735 
7745 
7750 
7760 
7765 
7770 
7775 
7780 
7785 
7790 
7795 
9500 
9510 
9520 
9530 
9540 
9550 
9560 
9570 
9575 
9580 
9590 
9600 
9610 
9620 
9630 

19 L/T INT EXP N C NATIONAL 
20 L/T INT EXP CENTURY 2 1  
21  L/T INT EXP IDS LIFE INS 
22 L/T INT EXP PRUDENTIAL BACHE 
23 L/T INT EXP FIRST UNION 
24 L/T INT EXP LINCOLN LIFE INS 
25 L/T INT EXP 15M LINCOLN NATL 
26 L/T INT EXP MORTGAGES 
27 L/T INT EXP DEBT DISC 
28 L/T INT EXP OTHER 

LOSS ON DEBT REFINANCING 
SHORT TERM INTEREST EXP 

10 S/T IN7 EXP BANK ONE 
11 S/T INT EXP CUSTOMERS DEP 
12 S/T INT EXP CHARGES 
13 S/T INT EXP OTHER 
14 S/T INT EXP BK OF AMERICA 
15 S/T INT EXP C & S NATL BK 
16 S/T INT EXP NATIONS BANK 
17 S/T INT EXP FIRST UNION 
18 S/T INT EXP UTlL SUP AMER 
19 S/T INT EXP MlSC 

ALLOW FUNDS USED CONSTR 
INTEREST DURING CONSTRUCTION 
GAIN/LOSS ON DISPOSITION 
SALE OF UTILITY PROPERTY 
TAX EFFECT OF CAP TRANS 
CURRENT TAX-FIT-SOLD CO 
DEFERRED TAX-FIT-SOLD CO 
CURRENT TAX-SIT-SOLD CO 
DEFERRED TAX-SIT-SOLD CO 
TAX EFFECT OF CAP TRANS 
CUSTOMER EQUIVALENTS 
NUMBER OF BILLS SENT OUT BY CO 
NUMBER OF INVOICES RECD BY CO 
NUMBER OF EMPLOYEES AT HQ 
PROPERTY VALUES 
NUMBER OF CUSTOMERS 
NUMBER OF VEHICLES INSURED 
ERC WATER & SEWER BY BU 
ERC WATER &SEWER BY CO 
NO OF SHARES 
DEPREC RATE WATER 
DEPREC RATE SEWER 
PAA WATER AMORT RATE 
PAA SEWER AMORT RATE 
CUSTOMER DEPOSIT INTEREST RATE 



9640 
9650 
9660 
9670 
9680 
9690 
9700 
9710 
9720 
9730 
9740 
9750 
9760 

CIA WATER AMORT RATE 
CIA SEWER AMORT RATE 
OFFICE SALARIES 
WATER CONSUMPTION 
SEWER CONSUMPTION 
WATER UNITS 
SEWER UNITS 
STATISTICS CLEAR1 NG 
BILLING STATS CLEARING ACCT 
HOURS METER READING 
MILES METER READING 
HOURS ORIGINAL METER READING 
MILES ORIGINAL. METER READING 







FOR THE 

UTILITE 

CONSOLIDATED FINAW CONSOLIDATED FIN 

TWELVE MONTH TWELVE MONTH EMBER 3 1,2007 AND 2006 





t 



Water Service Corporation of Kentucky depreciates i ts  water plant at a rate of 2%) i ts  vehicles a t  25%) 
and i ts computers a t  12.50%. Four years is the average life span of vehicles and computers have a life 
span of 8 years, while water plant, if not based on a class of asset depreciation, is typically depreciated 
over 50 years for most Utilities, Inc. companies. 



WATER SERVICE CORPORATION OF KENTUCKY 
Plant Restatement 
Through Acquisition 

- Plant 
3036010 
3036010 
30360 I O  
3043021 
304403 I 
3043021 
304403 1 
3072014 
3 1 13025 
31 13025 
3204032 
3204032 
3204032 
3305042 
3305042 
3315043 
3315043 
3315043 
3335045 
3335045 
3345046 
3345046 
3345047 
3345047 
3355048 
3355048 
3466094 
3466094 
3466094 
3466094 
3446095 
3466094 
3466094 
3466097 
3466097 
3466094 
3466094 

Year Placed 
in Service 

1981 
1981 
1981 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1985 
1997 
I997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
199'7 

Date Acq. 

1/1/1981 
1/1/1981 
1/1/1981 

11/21/1985 
11/21/1985 
11/21/1985 

I/Z 1/1985 
112 111 985 
1/21/1985 
112 I /  I985 
112 I /  1985 
I12 I /  I985 
1/21/1985 
112 l/l985 
I /2 I /  I985 
1/21/1985 
1/21/1985 
1/21/1985 
1/2 I /  I985 
112 1/1985 
1/21/1985 
1/2 VI985 

I1/21/1985 
I1/21/1985 
I1/21/1985 
11/21/1985 
7/3 l/l997 
7/31/1997 
7/3 10997 
713 1 / 1997 
7/3 1 / 1997 
713 1/1997 
7/3 VI997 
713 I /  I997 
7/3 l/1997 
7/3 VI997 
7/3 111997 

Cost 

3,257 48 
596.00 

1.2.34 50 
13,478.20 

185.476 30 
2.641.38 
6.336.72 

30.123.53 
194,242.0 1 
25,612.80 

334.189.62 
13.680.34 
IO. 164.72 

312,686.93 
125,585.14 

2.264.076.47 
283.658.51 
40.452.80 

5 15,437.63 
78,560.82 

370.692.25 
70.195.28 

145.967.76 
19.188.32 

129.343.47 
21,885.34 
6,000.81 

677.84 
39.951.21 
18.022.24 
29.151.79 
34.478.84 

682.50 
33,053.68 
6.843.71 

12.226.94 
337 29 

Years in 
S e m c e  

1 00 
I 00 
I 00 
IO0 
I 00 
I 00 
I 00 
I 00 
100 
I O 0  
100 
IO0 
I 0 0  
1 00 
100 
1 00 
1 00 
I 00 
1 00 
1 00 
100 
I 00 
I 00 
I 00 
I 00 
IO0 
IO0 
i 00 
I 00 
1 00 
I 00 
1 00 
1 00 
I 00 
I 00 
100 
100 

Depr. Rate 

0 00% 
0.00% 
0.00% 
3.13% 
3.13% 
3.13?'0 
3.13% 
3.33% 
5.00% 
5 00% 
4.55% 
4.55% 
4.55% 
2 70% 
2 70% 
2.33% 
2.33% 
2 33% 
2.50% 
2.50% 
5.00% 
5.00% 
5.00% 
5.00% 
2.22% 
2.22% 
6.25% 
6.25% 
6 25% 
6 25% 
6.67% 
6.25% 
6.25% 
10.00% 
10.00% 
6.25% 
6.25% 

Acc. Depr. 

421.19 
5,796.13 

82.54 
198.02 

1.004.12 
9,712.10 
1,281.14 

15.190.44 
621.83 
462.03 

8.451.00 
3.394.19 

52.652.94 
6.596.7 I 

940.76 
12,885.94 
1.964.02 

18.534.61 
3,509.76 
7.298.39 

959.42 
2.874.30 

486.34 
375.05 
42.31 

2,496.95 
1,126.39 
1.943.45 
2.154.93 

42.66 
3.305.37 

684.37 
764 18 
2 I .08 

Net Plant 

3.257.48 
596.00 

l.234.50 
13,057.01 

179.680.17 
2.558.84 
6,138 70 

29.1 19.41 
184,529.91 
24.341.66 

318,999"18 
13,058.51 
9,702.69 

304.235.93 
122,190.95 

2.21 1.423.53 
277.061 "80 

39.5 12.04 
502.55 1.69 

76.596.80 
352.157.64 
66,685.52 

138,669.37 
18,228.90 

126.469. I 7  
21.399.00 
5,625.76 

635.48 
37.454.26 
16.895.85 
27.208.34 
32.323 91 

639.84 
29.748.3 I 
6.159.34 

I 1.462.76 
316.21 

Fully Deprec 

No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 



3406091 
3406091 
3406091 
3406091 
3406091 
3044031 
304403 I 
3406090 
3044031 
304403 I 
304403 1 
30360 10 
3036010 
3036010 
3036010 
3036010 
3036010 
39 I7000 
39 I7000 
391 7000 
39 I7000 
39 I 7000 
3917000 
3486096 
39 I7000 
39 I 7000 
39 I 7000 
301 1001 
304403 I 
3072014 
3 I 13025 
3305042 
33 15043 
3335045 
3345046 
3345047 
3406090 
3406091 
3446095 
3466094 
3406020 
3406120 
39 I 7000 

Year Placed 
in Service 

1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
1997 
I997 
I997 
1997 
1997 
1997 
I997 
1999 
2000 
2000 
2000 
200 I 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 
2002 

Advances in Aid of Construction 
Common 1991 
Common 1993 
Common 1995 
Common 1995 
Common 1995 
Common 1997 
Common 1997 
Common 1999 
Common 2000 
Common 2000 
Common 2000 

contributions in Aid of Construction 
Common 1988 
Common 1990 
Common 1990 
Common 1992 
Common 1994 

Common 1998 
Common I997 

Common 1998 
Common I999 

Date Acq. 
713 111997 
713 I /  1997 
7/31/1997 
713 Ill  997 
713 I / I  997 
713 I /  199 7 
7/31/1997 
713 I /  1997 
713 111997 
713 I l l  997 
713 111997 
713 111997 
713 Ill997 
713 111997 
71.3 111997 
713 I I1 997 
713 I /  1997 
713 I /  I997 
7/31/1997 
713 1 I1 997 
7/31/1997 
713 111997 
7/1/1999 
12/1/2000 
1/1/2000 
3/1/2000 
31 112001 

71 151 I99 I 
I2/15/1993 
111 111995 
31 151 1995 
311 511995 
7/14/1997 
6/30/1997 
8/25/1999 
10/2/2000 
41 I 712000 
2/16/2000 

711 211 988 

41 I u 1992 
61261 I994 
2/27/1997 
4/20/1998 
4/27/1998 
813 I l l  999 

cost 
25.347.95 

7.520 74 
20.637.80 
3.04 I .OO 

854 21 
8.920.93 

18,713.80 
42.3 19.97 

117,894.63 
2,383.00 

454.00 
840.80 

6,853.00 
628.83 

1.025.44 
5,496.00 

112.00 
91,200.55 
23.193.71 
30.641.95 
3.289 00 

626 00 
23,723.00 
69,976.00 
21.601 “00 
24,098.00 
32.326.00 
36,282.69 

1,346. I4 
2,564.66 
1,677 65 
1.404.00 
2,185 53 
3.140.44 
4.41.3.36 

957.00 
337.36 

1,090.57 
884.16 

18.242.95 
3.671.16 
2.108 99 

25,878.91 
6,070,106.05 

11.611.30 
1,938.50 
5.579.76 

22.2 18.75 
7.500.00 
8.730.50 

23.736.03 
10,148 14 
1.866.20 

11,617.18 
8.134. I7 

113.080.53 

9.255.00 
19.14565 
2,885 35 

38.770.04 
3.600 00 

592 40 
6,393.40 
3,543.75 
5.087.76 

89.273 35 

Years in 
Service 

IO0 
100 
1 00 
I 00 
I 00 
100 
1 00 
100 
I 00 
I 00 
1 00 
I 00 
I 00 
I 00 
1 00 
IO0 
I 00 
100 
100 
I 00 
I 00 
IO0 
I 00 
100 
1 00 
I 00 
I 00 
I 00 
10  
1 0  
10  
10 
10 
10 
1 0  
10  
10  
10 
I O  
10 
10  
1 0  
10 

18 00 
I6 00 
14 00 
I4 00 
I4 00 
12 00 
12 00 
10 00 
9 00 
9 00 
900  

21 00 
I9 00 
I9 00 
I7 00 
15 00 
I2 00 
I I 00 
I I  00 
10 00 

Depr. Rate 
6.67% 
6 67% 
6.67% 
6.67% 
6 67% 
3 13% 
3.13% 
2.50% 
3.13% 
3.13% 
3.13% 
O.OOK 
0 00% 
0.00% 
0 00% 
0.00% 
0.00% 
16.67% 
16.67% 
16.67% 
16.67% 
16.67% 
16.67% 
4.00% 
16.67% 
16.67% 
16.67% 
2.50% 
3 13% 
3.33% 
5.00% 
2.70% 
2.33% 
2.50% 
5.00% 
5.00% 
2.50% 
6.67% 
6.67% 
6 25% 
#NIA 
#N/A 

16.67% 

3.68% 
3.68% 
3.68% 
3.68% 
3.68% 
3.68% 
3.68% 
3.68% 
3 68% 
3.68% 
3.68% 

3.68% 
3.68% 
3.68% 
3.68% 
3 68% 
3 68% 
3.68% 
3.68% 
3 68% 

Ace. Depr. 
1.689.86 

501.38 
1.375.85 

202 73 
56.95 

278.78 
584.81 

1.058.00 
3.684.21 

74.47 
14.19 

15,200.09 
3.865.62 
5.106 99 

548.17 
104.33 

3.953.83 
2.799.04 
3,600. I7 
4.016.33 
5.387 67 

907.07 
42.07 
85.49 
83 88 
37.95 
50.83 
78.5 1 

220.67 
47.85 

8.43 
72.70 
58.94 

1.140.18 
#N/A 
#N/A 

Net Plant 
23.658 09 
7.019 36 

19.261 95 
2.838 27 

197 26 
8,642 15 

18.12899 
41.261 97 

I14.210 42 
2,308 53 

439 81 
840 80 

6.853 00 
628 83 

1.025 44 
5.496 00 

I12 00 
76.000 46 
19.328 09 
25.534 96 
2.740 83 

521 67 
19.769 17 
67, I 76 96 
18.000 83 
20.081 67 
26.938 33 
35.375 62 

1.304 07 
2.479 17 
1.593 77 
1.366 05 
2.134 70 
3.061 93 
4.19269 

909 15 
328 93 

1.017 87 
825 22 

17.102 77 
#N/A 
#NIA 

4.313. I5 21,565.76 
223.285.28 5.776.91 7.89 

7.688.07 
1.140.91 
2.873.47 

11.442.25 
3.862.36 
3,853.76 

10.477 39 
3.732.93 

617.82 
3,845.98 
2,692.90 

52.227 84 
--- 

7.149.23 
13.380.97 
2.016.58 

24.244.26 
1.986.36 

261.49 
2.586.95 
1.433.90 
1.871 S O  

54.93 I 25 

3.923.23 
797 59 

2,706.29 
10,776.50 
3.637.64 
4.876.74 

13.258.64 
6,415.21 
1.248.38 
7.77 1.20 
5.441.27 

60.852 69 

2.105.77 
5.764.68 

868.77 
14.525.78 
1.613 64 

330.91 
3.806.45 
2.109.85 
3.216.26 

34,342 10 

Fully Deprec 
No 
No 
N o  
N o  
No 
N o  
No 
N o  
N o  
N o  
No 
N o  
N o  
No 
N o  
No 
N o  
No 
N o  
N o  
N o  
N o  
No 
N o  
No 
N o  
N o  
No 
N o  
N o  
N o  
N o  
No 
N o  
N o  
N o  
No 
No 
N o  
N o  

#N/A 
#N/A 

No 

No 
No 
N o  
N o  
N o  
N o  
No 
N o  
N o  
No 
No 

No 
N o  
N o  
No 
No 
N o  
N o  
No 
No 
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WATER SERVICE CORPORATION OF KENTUCKY 

CLASS OF ASSET DEPRECIATION RATES 
CASE NO. 2008-00563 

Account Number 

301 1001 
3036010 
30420 1 1 
3043021 
304403 1 
3072014 
3113025 
3204032 
3 3 05042 
33 15043 
3335045 
3345046 
3345047 
3355048 
3406020 
3406090 
3406091 
3406 120 
3446095 
3466094 
3466097 
3486096 
3917000 
Common 

Account Name 

Organization 
Land & Land Rights 
Structures & Improvements (Source of Supply) 
Structures & Improvements (Pump Plant) 
Structures & Improvements (Water Treatment Plant) 
Wells & Springs 
Electric Pump Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipes 
Transmission & Distribution Mains 
Service Lines 
Meters 
Meter Installations 
Hydrants 
Mini Computers 
Office Structures & Improvements 
Office Furniture & Equipment 
Micro System 
Laboratory Equipment 
Tools, Shop, & Miscellaneous Equipment 
Communication Equipment 
Undistributed Water Plant 
Transportation Equipment 
CIAC, MAC 

~ Rate 

2.50% 
0.00% 
3.13% 
3.13% 
3.13% 
3.33% 
5 .00% 
4.55% 
2.70% 
2.33% 
2.50% 
5.00% 
5 .00% 
2.22% 
16.67% 
2.50% 
6.67% 
16.67% 
6.67% 
6.25% 
10.00% 
4.00% 
16.67% 
3.76% 

Bxm 

40 
0 
32 
32 
32 
30 
20 
22 
37 
43 
40 
20 
20 
45 
6 

40 
15 
6 
15 
16 
10 
25 
6 

27 



WATER SERVICE CORPORATION OF KENTUCKY 

CLASSIFICATION OF ACQUISTION ASSETS 
6/30/08 TEST YEAR - 2009 RATE CASE 

Account 

0170'3466094 
0170*3466097 
0170*3446095 
0162*3466094 
0162*3466097 
01 70*3406091 
0162*3406091 
0170*3036010 
0162*3036010 
0170*3043021 
01 70*304403 1 
0170*3113025 
01 70'3204032 
01 70*3204032 
0170*3305042 
01 70*33 15043 
0170*3335045 
0170*3345046 
0170*3345047 
0170*3355048 
0170*3044031 
0170*3486096 
0162*3043021 
0162*3044031 
01 62*3072014 
0162*3113025 
0162*3204032 
0162*3305042 
0162*3315043 
0162*3335045 
0162*3345046 
0162*3345047 
0162*3355048 
0162*3044031 
01 62*3406090 
0170*3917000 
0162*3917000 

Description 

Tools, Shop, & Miscellaneous Equipment 
Communication Equipment 
Laboratory Equipment 
Tools, Shop, & Miscellaneous Equipment 
Communication Equipment 
Ofice Furniture & Equipment 
Office Furniture & Equipment 
Land & Land Rights 
L,and & Land Rights 
Structures & Improvements (Pump Plant) 
Structures & Improvements (Water Treatment Plant) 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipes 
Transmission & Distribution Mains 
Service Lines 
Meters 
Meter Installations 
Hydrants 
Structures & Improvements (Water Treatment Plant) 
Undistributed Water Plant 
Structures & Improvements (Pump Plant) 
Structures & Improvements (Water Treatment Plant) 
Wells & Springs 
Electric Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipes 
Transmission & Distribution Mains 
Service Lines 
Meters 
Meter Installations 
Hydrants 
Structures & Improvements (Water Treatment Plant) 
Office Structures & Improvements 
Transportation Equipment 
Transportation Equipment 

Journal Entry 

92,657.80 
33,053.68 
29,151.79 
19,719.87 
6,843.71 

49,026.75 
8,374.95 
5,928.78 

14,115.27 
13,478.20 

185,476.30 
194,242.01 
334,189.62 

10,164.72 
3 12,686.93 

2,304,529.27 
5 1 5,437.63 
370,692.25 
145,967.76 
129,343.47 
129,198.56 
69,976.00 
2,641.38 
6,336.72 

30,123.53 
25,622.80 
13,680.34 

125,585.14 
283,658.51 
78,560.82 
70,195.28 
19,188.32 
2 1,885.34 
19,167.80 
42,3 19.97 

181,180.50 
6931 8.71 

Fixed A s s e t u  

92,657.80 
33,053.68 
29,15 1.79 
19,719.87 
6,843.7 1 

49,026.75 
8,374.95 
5,928.78 

14,115.27 
13,478.20 

185,476.30 
194,242.01 
334,189.82 

10,164.72 
3 12,686.93 

2,304,529.27 
51 5,437.63 
370,692.25 
145,967.76 
129,343.47 
129,198.56 
69,976.00 
2,641.38 
6,336.72 

30,123.53 
25,622.80 
13,680.34 

125,585.14 
283,658.5 1 
78,560.82 
70,195.28 
19,188.32 
21,885.34 
19,167.80 
42,3 19.97 

181,180.50 
69,518.71 







Water Service Corporation of Kentucky uses Microsoft Office as its software for preparing the rate case. 







Bscnpilon 
0 0  TOTAL REVENUE 
305 OPERATING REVENUES 
,010 WATER OPERAlING R 
5015 WATER REVENUE 
5020 WATER REVENUE U 
5025 WATER REVENUE-R 
5030 WATER REVENUE-A 
5035 WATER REVENUE-C 
5040 WATER REVENUE-I 
5045 WATER REVENUE.P 
5050 WATER REVENUE-M 
5051 WATER REVENUE-S 
5052 WATER REVENUE-G 
5015 WATER REVENUE 
5055 FIRE PROTECTION 
5060 PUBLIC FIRE PRO 
5065 PRIVATE FIRE PR 
5055 FIRE PROTECTION 
5070 OTHER SALES TO P 
5075 SALES TO IRRIGAT 
5080 SALES FOR RESALE 
5085 INTERDEPARTMENTA 
,010 WATER OPERATING R 
,090 SEWER OPERATING R 
5085 SEWER REVENUE fl 
5103 SEWER REVENUE-R 
5105 SEWER REVENUE-A 
5110 SEWER REVENUE< 
51 15 SEWER REVENUE-I 
5120 SEWER REVENUE-P 
5125 SEWER REVENUEM 
5127 SEWER REVENUES 
5128 SEWER REVENLJEG 
5130 SEWER REVENUE-O 
5085 SEWER REVENLJE FL 
5135 SEWER REVENUE ME 
5140 SEWER REVENUE.R 
5145 SEWER SOLIDS PIJ 
5150 SEWER REVENLJE-A 
5155 SEWER REVENUEC 
5160 SEWER REVENUE4 
5165 SEWER REVENUE-P 
5170 SEWER REVENUE-M 
5135 SEWER REVENUE ME 
5175 REVENlJES FROM PU 
5180 REVENUES FROM OT 
5185 INTERDEPARTMENTA 
iW0 SEWER OPERATING R 
i190 REUSE REVENUE 
5185 REUSE REVENUE FL 
5200 RELJSE F4EVENUE.R 
5205 REUSE REVENLJEG 
5210 REUSE REVENUE-I 
5215 REUSE REVENUEP 
5220 REUSE REVENUE-O 

5185 REUSE REVENUE FL 
5225 REUSE REVENUE ME 
5230 RELJSE l3EVENUE.R 
5235 REUSE REVENLJEC 
5240 REUSE REVENUE4 
5245 REUSE REVENUE.P 

5225 REUSE REVENUE ME 
i190 RELJSE REVENLJE 
5250 MlSC OPERATING RE 
5255 GLJARANTEED REVEN 
52W SALE OF SLUDGE 
5265 FORFEITED DISCOU 
5270 MISC SERVICE REV 
5275 RENTS FROM W/S P 
5280 INTERDEPARTMENTA 
5285 OTHER WIS REVENU 
5250 MlSC OPERATING RE 
5290 NON.REGULATED REV 
5285 MAINTENANCE I M E  
5300 MAINTENANCE REV 
5305 MAINTENANCE-IN1 
5310 MAINTENANCE-IN1 
5295 MAINTENANCE I M E  
5315 MAINTENANCE EXTE 
5320 MAINTENANCE-WT 
5325 MAINTENANCE-EX1 
5315 MAINTENANCE EXTE 
5330 SLUDGE INTERNAL 
5335 REVENLJE-INTERNA 
5340 REVENLJE-INTERNA 
5345 REVENUE-INTERNA 
5350 REVENUE-INTERNA 
5355 REVENUE-INTERNA 
5330 SLUDGE INTERNAL 
5360 SLUDGE EXTERNAL 
5365 REVENLJE-EXlERNA 
5370 REVENUE-WERNA 
5375 REVENLJEEXTERNA 
5380 REVENUE-WERNA 
5360 SLUDGE EXTERNAL 
5385 3RD PARTY BlUlN 

Combined AA & UA 

b A U ~ U S I  Septomber October November December January February March April May June 

140.972 
783 

2.953 

144.708 

144.708 

4.494 
903 

5.397 

138.377 
17.165) 
3.533 

134.745 

134.745 

4.331 
1.071 

5,402 

153.589 
11,647 
3,733 

168.969 

168.969 

3.835 
309 

4.145 

125,MI 
(19,793) 
3,626 

109.674 

109,674 

4.812 
492 

5.304 

113,310 
27.954 
3.592 

144.857 

144.857 

3.780 
345 

4.125 

152,775 
(7.134) 
3,479 

149,120 

149,120 

5.860 
2.691 

8.551 

111,143 
12,076 

123.219 

123.219 

4.658 
(450) 

4.218 

129.776 
(24.278) 

2,320 

107.818 

107.818 

3.854 
523 

4,377 

133,908 
(10,156) 

5,294 

129,046 

129,046 

4.233 
4,293 

8.526 

118.415 
(14.062) 

2.472 

106.826 

106.826 

(404) 

(404) 

(404) 

97 
595 

693 

126.591 
16.341 
3.678 

146.810 

146.610 

404 

404 

404 

3.222 
(541) 

2.682 

91,766 
12.237 
19.613 

765 
38.923 

163.304 

1.454 

1,454 

164.758 

404 

404 

404 

776 

776 

*ai 

1.536.46 
(1.55 
54.29 

76 
38.92 

1.626.89 

1.45 

1.45 

1,630.34 

4c 

4c 

4c 

43.11 
11.M: 

54.1s 



escrlptlon 
5390 3RD PARTY BILL1 
5395 3RD PARTY BILL1 

5365 3RD PARTY BlLLlN 
5400 REV FROM MGMT SE 
5405 REV FROM MGMT S 

54W REV FROM MGMT SE 
5290 NON-REGULATED REV 

Combined AA & UA 
Ily August September October November December January February March April May June Total 

I 

005 OPERATING REVENUES 
)M) TOTAL REVENUE 
110 TOTAL OPERATING EXP 

I 

415 OPERATING EXPENSES 
a20 OPERATING EXPENSE 
5425 PURCHASED WATER 
5430 PURCHASED WATER 
5435 PLJRCHASED WATER 
5440 PLJRCHASED WATER 
5445 PURCHASED WATER 

5425 PlJRCHASED WATER 
5450 PURCHASED SEWER 
5455 PLJRCHASED SEWER 
54W PURCHASED SEWER 

5450 PIJRCHASED SEWER 
5465 ELEC PWR - WATER 
5465 10 ELEC PWR - W 
546511 E E C P W R - W  
5465 12 ELEC PWR - W 
5465 13 ELEC PWR - W 

5465 ELEC P W  - WATER 
5470 ELEC PWR. SWR S 
5470 10 ELEC PWR - S 
5470 11 ELEC PWR - S 
5470 12 ELEC PWR - S 
5470 13 ELEC PWR - S 
5470 14 ELEC PWR. S 
5470 15 ELEC P W  - S 
5470 ELEC PWR . SWR S 
5471 ELEC PWR - OTHER 
5475 CHEMICALS 
5480 CHLORINE 
5465 ODOR CONTROL CH 
5490 OTHER TREATMENT 
5475 CHEMICALS 
5495 METER READING 
5500 BAD DEBT EXPENSE 
5505 AGENCY EXPENSE 
5510 LJNCOLLECTIBLE A 
5515 UNCOU ACCOLJNTS 
5500 BAD DEBT EXPENSE 
5520 BILLING E CUSTOM 
5525 BILL STOCK 

84.156 
84.156 
84.156 

1.769.104 
1.769.104 

(86.112) 

(86.112) 

(69.228) 

(74) 
(69.302) 

(2.511) 

(62) 

(2,573) 

(38.255) 

(78.814) 
(117.069) 

(4.200) 

(360) 
(17.795) 

(18,156) 

(1,259) 

(3,342) 
(31,975) 
(2.364) 

(39.391) 

(14.582) 
(656) 

(5,100) 
(3) 

17235 
(2,040) 

(82.791) 
(9.991) 

(10.353) 
(2,445) 

(450) 

8 
47 

(666) 
(1 11,337) 

(56.158) 
(56.158) 

(30.081) 
(2,801) 
(3.306) 

(740) 

(119) 
(171) 

(37.218) 

(6.595) 

(246) 
(1.163) 
(4.166) 

(5) 
(4.465) 
(3,020) 

5530 BILLING COMPUTE 
5535 BILLING ENVELOP 
5540 BILLING POSTAGE 
5545 CUSTOMER SERVIC 

5520 BILLING E CUSTOM 
5620 EMPLOYEE PENSION 
5625 401wESOP CONTR 
5630 DENTAL PREMIUMS 
5635 DENTAL INS REM 
5640 EMP PENSIONS E 
5645 EMPLOYEE INS DE 
5650 HEALTH COSTS 8 
5655 HEALTH INS RElM 
5660 OTHER EMP PENS1 
5665 PENSION CONTRIB 
5670 TERM LIFE INS 
5675 TERM LIFE I N 5 0  
5680 DEPEND LIFE INS 
5685 SiJPPLEMENTAl LI 
5690 TUITION 
5620 EMPLOYEE PENSION 
5695 INSURANCE EXPENS 
5700 INSLJRANCE-VEHIC 
5705 INSURANCEGEN L 
5710 INSURANCE-WORKE 
5715 INSL,RANCE.OTHER 

5695 INSURANCE EXPENS 
5730 I1 DEPARTMENT 
5735 COMPUTER MAlNTE 
5740 COMPUTER SUPPLl 
5745 COMPUTER AMORT 
5750 INTERNET SUPPLl 
5755 MICROFILMING 
5760 WEBSITE DEVELOP 

5730 IT DEPARTMENT 
5780 MISCELLANEOUS EX 
5785 ADVERTISINGMR 
5790 BANK SERVICE CH 
57% CONTRIBUTIONS 
58W LETTER OF CREDI 
5805 LICENSE FEES 
5810 MEMBERSHIPS 
5815 PENALTlESlFlNES 
5820 TRAINING EXPENS 
5825 OTHER MlSC EXPE 

140.147 
140,147 

(14.400) 

(14,400) 

(4.569) 

(24) 
(4.593) 

(3.1 10) 

(5.888) 
(8,999) 

(879) 

(879) 

(1.947) 

(1.947) 

(31 ) 

(31 ) 

39 



rsuipllon 
5780 MISCELLANEOUS EX 

Comblned AA a UA 
u1y August September October November December January February March April May June 

1697 ) 39 (3.634) (774) (710) (1.668) (778) (168) (6,703) (1.294) (494) (2,784) 
5850 OFFICE EXPENSE 
5855 ANSWERING SERVl 
5860 CLEANING SUPPLl 
5865 COPY MACHINE 
5870 HOLIDAY EVENTS] 
5875 KITCHEN SUPPLIE 
5880 OFFICE SUPPLY S 
5885 PRINTINWELUEPR 
5890 PUEL SUESCRIPTI 
5895 SHIPPING CHARGE 
59W OTHER OFFICE EX 
5850 OFFICE EXPENSE 
5925 OFFICE UTILITIES 
5930 OFFICE ELECTRIC 
5935 OFFICE GAS 
5940 OFFICE WATER 
5945 OFFICE TELECOM 
5950 OFFICE GARBAGE 
5955 OFFICE LANDSCAP 
5960 OFFICE ALARM SY 
5965 OFFICE MAINTENA 
5970 OFFICE CLEANING 
5975 OFFICE MACHlNEl 
5980 OTHER OFFICE UT 
5985 TELEMETERING PH 
5925 OFFICE UTILITIES 
6wo OUTSIDE SERVICE 
6005 ACCOUNTING STUD 
6010 ALJDIT FEES 
6015 EMPLOY FINDER F 
6020 ENGINEERING FEE 
6025 LEGAL FEES 
6030 MANAGEMENT FEES 

Total 
(19.659) 

6035 PAYROLL SERVICE 
M140 TAX RETURN REV1 
8045 TEMP EMPLOY. C 
6050 OTHER OUTSIDE S 
6ow OUTSIDE SERVICE 
8060 REGULATORY COMMI 
M)65 RATE CASE AMORT 
6070 MISC REG MATTER 
6075 WATER RESOURCE 
6060 REGULATORY COMMI 
6085 RENT EXPENSE 
6090 RENT 
6085 RENT EXPENSE 
6100 SALARIES 8 WAGES 
6105 SALARIESSYSTEM 
61 10 SALARIESACCTO 
6115 SALARIESADMIN 
6120 SAlARlESOFFlCE 
6125 SALARIESHR 
6130 SALARIESMIS 
6135 SALARIESLEADER 
6140 SALARIESREGULA 
8145 SALARIESCUSTOM 
6150 SALARIESOPERAT 
6155 SALARIESOPERAT 
6160 SALARIESCHGD T 
6165 CAPITALIZED TIM 
6170 CAPITALIZED TIM 
6100 SALARIES 8 WAGES 
8180 TRAVEL EXPENSE 
6185 TRAVEL LODGING 
6190 TRAVEL AIRFARE 
6195 TRAVEL TRANSPOR 
62W TRAVEL MEALS 
6205 TRAVEL ENTERTAI 
6207 TRAVEL OTHER 
6180 TRAVEL EXPENSE 
6210 FLEET TRANSPORTA 
6215 FUEL 
6220 AUTO REPAIMIR 
6225 AUTO LICENSES 
6230 OTHER TRANS EXP 
6210 FLEEl TRANSPORTA 
6250 MAINTENANCE TEST 
6255 TEST-WATER 
6260 TEST-EOUIPICHEM 
6265 TEST-SAFE WATER 
6270 TEST-SEWER 
6250 MAINTENANCE TEST 
6280 MAINTENANCE-WATE 
6285 WATER-MAINT SUP 
62W WATER-MAINT REP 
6295 WATER-MAIN BREA 
6300 WATER-ELEC EOlJl 
6305 WATER-PERMITS 
6310 WATER-OTHER MA1 
6280 MAINTENANCE-WATE 
6315 MAINTENANCE-SEWE 
6320 SEWER-MAINT SUP 
6325 SEWER-MAINT REP 
6330 SEWERMAIN EREA 

(908) 
(1.120) 

(1,092) (95) 
(2,437) (12.283) 
(6.220) (12.799) 

(41) 

(7.708) (4,413) 

(1.049) (400) 
(2.693) 
(974) 

(1.899) 

163 (303) 

163 (303) 

(226) (122) 
(226) (122) 

(2.295) 
(4.815) 
(1.064) 
(5.645) 
(1.894) 
(3.177) 
(1.671) 
(3.536) 
(7.692) (7.796) 
(46.221) (36.794) 
(786) (1,392) 

(5.656) 
2,465 1.327 

(81.988) (44.655) 

(2.167) 

375 

(1.792) 

120 
849 

(140) 
629 

(80) (4.943) 
(1.210) (75) 
(1.836) (14) 

(2.906) (5.032) 

(293) (1.197) 
(3.635) 1,400 
(650) 

(1.504) 

(8.548) (34) 
(467) (236) 

(375) 



ecrlption 
6335 SEWER-ELEC EQUI 
6340 SEWER-PERMITS 
6345 SEWER-OTHER MA1 
i315 MAINTENANCE-SEWE 
350 MAINTENANCE-WTRB 
6355 DEFERRED MAINT 
6360 COMMUNICATION E 
6365 EQUIPMENT RENTA 
6370 OPER CONTRACTED 
6375 OUTSIDE LAB FEE 

6385 UNIFORMS 
6390 WEATHERIHLJRRICA 
350 MAINTENANCE-WTRB 
300 SEWER RODDING 
310 SLUDGE HAULING 
420 OPERATING EXPENSE 

i435 DEPRECIATION EXP 
6445 DEPREC-ORGANIZA 
6450 DEPRECFRANCHIS 
6455 DEPREGSTRLJCT & 
6460 DEPRECSTRUCT & 
6465 DEPREC-STRLJCT B 

6475 DEPRECCOLLECTI 
6480 DEPREC-LAKE. RI 

6490 DEPREC-INFILTRA 
6495 DEPREGSUPPLY M 
6500 DEPRECPOWER GE 
6505 DEPREC-ELEC PUM 
6510 DEPREGELEC PUM 
6515 DEPRECELEC PUM 
6520 DEPRECWATER TR 
6525 DEPREC-DIST RES 

6535 DEPREC-SERVICE 
6540 DEPRECMETERS 
6545 DEPRECMETER IN 
6550 DEPREGHYDRANTS 
6555 DEPRECBACKFLDW 
6560 DEPREMTH PLT& 
6565 DEPREMTH PLTB 
6570 DEPREC-OTH PLTB 
6575 DEPREMTH PLTB 
8580 DEPREMFFICE S 
6585 DEPREMFFICE F 
6590 DEPRECSTORES E 
6595 DEPRECTOOL SHO 
6600 DEPREGLABORATO 
6605 DEPRECPOWER OP 
6610 DEPRECCOMMUNIC 
6615 DEPRECMISC EQU 
6620 DEPREMTHER TA 
335 DEPRECIATION EXP 
3635 DEPRECIATION EXP 
8640 DEPREMRGANIZA 
8645 DEPREC-FRANCHIS 
6850 DEPRECFRANCHIS 
6655 DEPRECSTRUCTll 
6660 DEPRECSTRUCTll 
6665 DEPRECSTRUCTll 
6670 DEPRECSTRLlCTll 
6675 DEPREGSTRUCT/l 
6880 DEPREC-STRUCTlI 
6685 DEPRECPOWER GE 
6690 DEPREC-POWER GE 
6695 DEPRECPOWER GE 
6700 DEPRECPOWER GE 
6705 DEPRECPOWER GE 
6710 DEPREGSEWER FO 
6715 DEPRECSEWER GR 
6720 DEPRECSPECIAL 
6725 DEPRECSERVICES 
6730 DEPRECFLOW MEA 
6735 DEPRECFLOW MEA 
6740 DEPREC-RECEIVIN 
6745 DEPREC-PUMP EQP 
6750 DEPRECPUMP EQP 
6755 DEPRECPUMP EQP 
6760 DEPREC-TREATIDI 
6765 DEPREGTREAT/DI 
6770 DEPRECTREATlDl 
6775 DEPRECPLANT SE 
6780 DEPREGPLANT SE 
6785 DEPREMUTFALL 
6790 DEPRECOTHER PL 
6795 DEPRECOTHER PL 
6800 DEPREMTHER PL 
6605 DEPREMTHER PL 
6810 DEPREC-OTHER PL 
6815 DEPRECOTHER PL 
6820 DEPREMFFICE S 
6825 DEPREMFFICE F 

6380 REPAIRS a MAINT 

430 DEPRECIATION a AM 

6470 DEPREGSTFWCT a 

~ f f i  DEPRECWELLS a 

6530 DEPRECTRANS a 

d y  August September Dcfober November December January February March Aprll May June ITotal 

I 

(133.182 (1.591.312 

(3.260) 

(2.004) 
(8.590) 

(1.516) 

(9,371) 

5.384 
( I  7,236) 

(46) 
(11,313) 
(10.417) 
(57,167) 
(13.287) 
(12,336) 
(5,529) 
(7.205) 

(2,531) 
(1.687) 

(5.004) 
(667) 

(967) 

(2,099) 
(167.050) 

117 

(2) 
(1) 

(1) 



scriplion 
3830 DEPRECSTORES E 
335 DEPRECTOOL SHO 
3840 DEPRECLABORATO 
3845 DEPREC-POWER OP 
3850 DEPRECCOMMUNIC 
js55 DEPRECMISC EQU 
5860 DEPRECOTHER TA 
635 DEPRECIATION EXP 
870 DEPRECIATION EXP 
3875 DEPREC-REUSE SE 
5880 DEPRECREUSE MT 
5885 DEPREC-REUSE DI 
5890 DEPRECREUSE TR 
870 DEPRECIATION EXP 
i9W DEPREC EXPAUTO 
6905 DEPRECAUTO TRA 
i9W DEPREC EXP-AUTO 
1915 DEPREC EXPGOMPU 
6920 DEPREECOMPLJTER 
i915 DEPREC EXPCOMPU 
i940 DEPREClATiON EXP 
i945 DEPRECIATION EXP 
i950 AMORT EXP-AIA-WA 
$955 AMORT EXP*AlASE 
i9W AMORT OF UTlL PA 
$965 AMORT OF UTlL PA 
i980 AMORT EXP-CIA-WA 
6985 AMORT-ORGANIZAT 
6990 AMORT-FRANCHISE 
8995 AMORT-STRCTBIMP 
7000 AMORT-STRCTBiMP 
7005 AMORT-STRCTBIMP 
7010 AMORT-STRCTBIMP 
7015 AMORT-COLLECTIN 
7020 AMORT-LAKE. RIV 

7030 AMORT-INFILTRAT 
7035 AMORT-SUPPLY MA 
7040 AMORT-POWER GEN 
7045 AMORT-ELEC PUMP 
7050 AMORT-ELEC PUMP 
7055 AMOR'T-ELEC PUMP 
70SO AMORT-WATER TRE 
7065 AMORT-DIST RESV 
7070 AMORT-TRANS 8 D 
7075 AMORT-SERVICE L 
7080 AMORT-METERS 
7085 AMORT-METER INS 
7090 AMORT4iYDRANTS 
7095 AMORT-BACKFLOW 
7100 AMORT-OTH PLTBM 
7105 AMORT-OTH PLTBM 
7110 AMORT-0TH PLTBM 
7115 AMORT-OTH PLTBM 
7120 AMORT-OFFICE ST 
7125 AMORT-OFFICE FU 
7130 AMORT-STORES EO 
7135 AMORT-TOOL SHOP 
7140 AMORT-LABORATOR 
7145 AMORT.POWER OPE 
7150 AMORT-COMMUNICA 
7155 AMORT-MISC EQUI 
71 W AMORT-OTHER TAN 
7185 AMORT-WATER-TAP 
7170 AMORT-WTR MGMT 
7175 AMORT-WTR RES C 
7180 AMORT-WTR PLT M 
7185 AMORT-WTR PLT M 
6980 WORT UP-CIA-WA 
7200 AMORT EXP-CIA-SE 
7205 AMORT-ORGANIZAT 
7210 AMORT-FRANCHISE 
7215 AMORT-FRANCHISE 
7220 AMORT-STRLJCTIIM 
7225 AMORT-STRUCTIIM 
7230 AMORT-STRUCTIIM 
7235 AMORT-STRUCTIIM 
7240 AMORT-STRUCTIIM 
7245 AMORT-STRUCTIIM 
7250 AMORT-POWER GEN 
7255 AMORT-POWER GEN 
72W AMORT-POWER GEN 
7265 AMORT-POWER GEN 
7270 AMORT-POWER GEN 
7275 AMORT-SEWER FOR 
7280 AMORT-SEWER GRA 
7285 AMORT-SPECIAL C 
7290 AMORT-SERVICES 
7295 AMORT-FLOW MEAS 
73W AMORT-FLOW MEAS 
7305 AMORT-RECEIVING 
7310 AMORT-PUMP EQP 
7315 AMORT-PUMP EQP 
7320 AMORT-PUMP EOP 
7325 AMORT-TREATIDIS 

7025 AMORT-WELLS a s 

Combined AA B UA 

Y June August Saptsrnber October November December January February March April May 

(1,907) 
(1.907) 

959 
959 

305 

133 

0 

134 

(2.935) 
(2.935) 

(1.534) 
(1.534) 

305 

133 

0 

134 

(3.575) 
(3,575) 

13 
13 

305 

124 

0 

125 

(2.185) 
(2.1%) 

(1.918) 
(1.918) 

305 

124 

0 

125 

(2.185) 
(2.185) 

(1.720) 
(1.720) 

305 

124 

0 

125 

117 

(34.801) 
(34.801) 

3.741 
3,741 

305 

(1.440) 

1.563 
0 

1 24 

(1 ) 

(2.587) 
(2.587) 

(758) 
(758) 

305 

124 
0 

125 

(1) 

(2.816) 
(2.816) 

(14.370) 
(14.370) 

305 

124 
0 

125 

(1) 

(2.678) 
(2.678) 

(4.622) 
(4.622) 

305 

124 
0 

125 

(1 ) 

(2.678) 
(2.678) 

(4.631 ) 
(4.631) 

305 

124 
0 

125 

(2.6: 
( 2 s  

(4.71 
(4.71 

31 

1: 

1: 

,tal 

1 

(63.21 
(63.24 

(30.31 
(30.31 

3.M 

(8' 

2.31 

1.5 



sscriptlon 
7330 AMORT-TREATIDIS 
7335 AMORT-TREATIDIS 
7340 AMORT-PLANT SEW 
7345 AMORT-PLANT SEW 
7350 AMORT-OUTFALL L 
7355 AMORT-OTHER PLT 
7360 AMORT-OTHER PLT 
7365 AMORT-OTHER PLT 
7370 AMORT-OTHER PLT 
7375 AMORT-OTHER PLT 
7380 AMORT-OTHER PLl  
7385 AMORT-OFFICE ST 
7390 AMORT-OFFICE FU 
7395 AMORT-STORES EO 
7400 AMORT-TOOL SHOP 
7405 AMORT-LABORATOR 
7410 AMORT-POWER OPE 
7415 AMORT-COMMUNICA 
7420 AMORT-MISC EOlJl 
7425 AMORT-OTHER TAN 
7430 AMORT-SEWER-TAP 
7435 AMORT-SWR MGMT 
7440 AMORT-SWR RES C 
7445 AMORT-SWR PLT M 
7450 AMORT-SWR PLT M 

7200 AMDRT EXP-CIA-SE 
7465 AMORT EXP-REUSE 
7470 AMORT-REUSE SER 
7475 AMORT-REUSE MTR 
7480 AMORT-REUSE DIS 
7485 AMORT-REUSE TRA 
7465 AMORT EXP-REUSE 
7495 AMORT OF EXCESS 
1430 DEPRECIATION 8 AM 
'500 TAXES OTHER TWIN 
7505 PAYROLL TAXES 
7510 FICA EXPENSE 
7515 FEDERAL UNEMPLO 
7520 STATE LJNEMPLOYM 
7505 PAYROLL TAXES 
7530 PROPERTY 8 OTHER 
7535 FRANCHISE TAX 
7540 GROSS RECEIPTS 

Jtal 

(255,354) 

(52,685) 
(995) 

(4.471 
(56.150) 

(6.476) 

(6.130) 
26,353 

(41,052) 
(150) 

(2.415) 
(29,871) 
(88,021) 

52,570 
11.638 
89.776 

153.598 
(1,761,089) 
(1,781,089) 

(386) 

46.796 

46,796 
46.796 

(263.8'22) 

7545 PERSONAL PROPER 
7550 PROPERTYIOTHER 
7555 REAL ESTATE TAX 
7560 SALESNSE TAX E 
7565 SPECIAL ASSESSM 
7570 UTILITY/COMMISS 

7530 PROPERTY 8 OTHER 
'500 TAXES OTHER THAN 
r580 INCOME TAXES 
7585 M O R T  OF INVEST 
7590 DEF INCOME TAX-F 
7595 DEF INCOME TAX-F 
7600 DEF INCOME TAXES 
7805 INCOME TAXES-FED 
7810 INCOME TAXES-STA 
7580 INCOME TAXES 
415 OPERATING EXPENSES 
110 TOTAL. OPERATING EXP 
320 TOTAL. OTHER INCOME 
625 OTHER INCOME 
7630 OTHER INCOME 
7635 DIVIDEND INCOME 
7640 INCOME FROM MGMT 
7M5 INTEREST INCOME- 
7650 MISCELLANEOUS IN 
7655 MISCELLANEOUS I 
7660 MISCELLANEOUS E 
7665 EXTRAORDINARY G 
7670 EXTRAORDINARY D 
7650 MISCELLANEOUS IN 
7675 RENTAL / OTHER I 
7680 RENTAL INCOME 
7685 INTEREST INCOME 
7690 SALE OF EOUIPME 
7691 NET BOOK VALUE- 
7692 OISPOSALCLEARI 
7693 DISPOSAL-PROCEE 
7675 RENTAL I OTHER I 
7630 OTHER INCOME 
625 OTHER INCOME 
695 OTHER EXPENSE 
7700 INTEREST EXPENSE 
7705 AMORT OF DEB & A 
7710 INTEREST EXPENSE 
7715 LONG TERM INTERE 
7720 10 LIT INT EXP 
7720 11 LIT INT EXP 
7720 12 LIT INT EXP 
7720 13 VI INT EXP 
7720 14 VI INT EXP 
772015 L/TINTEXP 
7720 16 VI INT EXP 

Combined AA 8 UA 
p August September October November December January February March April May June 

(13.228) 

(4.104) 
(21 1 
(MI 

(4.189) 

(3.033) 

4,968 
(1.856) 

(2.415) 
(2,337) 
(6.526) 

(130.711) 
(130.71 1) 

9.506 

9.506 
9.506 

(16.749) 

(4.127) 
(18) 
(54) 

(4.198) 

(2.336) 

(2.336) 
(6.534) 

(150,443) 
(150,443) 

3,774 

3.774 
3.774 

(16.386) 

(4.265) 
(35) 
(65) 

(4.405) 

(2.687) 

(2.687) 
(7.092) 

(149,355) 
(149.355) 

7,566 

7.568 
7.568 

(48.120) 

( I  6,527) 

(4.496) 
0 
7 

(4.488) 

17.265 
(19,602) 

(150) 

(2.487) 
(6.976) 

(149.364) 
(149.384) 

8.052 

8.052 
8.052 

(16,335) 

(4.082) 

(597) 
(4.692) 

(13) 

(2.336) 

(2.336) 
(7.028) 

(130.394) 
(130.394) 

8.930 

8.930 
8.930 

(45.767) 

(5.510) 
(13) 
(382) 

(5.905) 

(2,003) 
(883) 

(2.686) 
(8.591) 

52.570 
1 1.638 
89.776 

(336) 
153.648 
(82.634) 
(82.634) 

8.966 

8.968 
8.466 

(48.176) 

(18.71 3) 

(133) 
(0) 
(1) 

(134) 

(3.426) 

(3.443) 
22,440 
(17,979) 

(2,407) 
(2,541) 

(114,065) 
(1 14,085) 

(16.843) 

(15) 

(2.251 ) 

(2.266) 
(2.266) 

(113.223) 
(113.223) 

(31,436) 

( I  3,662) 
(M2) 

(2,988) 
(1 7,493) 

(2) 

(2.688) 
794 

(932) 

(2.827) 
(20,320) 

(50) 
(50) 

(301.890) 
(301.890) 

(83.747) 

(21,077) 

(4.823) 
(33) 
(202) 

(5.058) 

(2.500) 

(2.500) 
(7.558) 

(162.278) 
(162278) 

(21.099) 

(2.950) 

(47) 
(3.010) 

(13) 

(2.499) 

(2.499) 
(5.509) 

(135239) 
(135239) 

(21,1! 

(4.5 

(! 
(4.5' 

(2.51 

(2.51 
(7.0 

(161.4! 
(161.4! 

(63.71 



ISCllptlon 
7720 17 LIT INT EXP 
7720 18 LIT INT EXP 
7720 19 LIT INT EXP 
7720 20 LIT INT EXP 
7720 21 LIT INT EXP 
7720 22 LIT INT EXP 
7720 23 LIT INT EXP 
7720 24 LIT INT W P  
7720 25 LIT INT EXP 
7720 26 LIT INT EXP 
7720 27 LIT INT EXP 
7720 28 LIT INT EXP 
7715 LONG TERM INTERE 
7725 LOSS ON DEET REF 
7730 SHORT TERM INTER 
7735 10 SIT INT EXP 
7735 11 SIT INT EXP 
7735 12 SIT INT EXP 
7735 13 SIT INT EXP 
7735 14 STT INT EXP 
7735 15 STT INT EXP 
7735 16 STT INT EW 
7735 17 SIT INT EXP 
7735 18 SIT INT W P  
7735 19 SIT INT EXP 
7730 SHORT TERM INTER 
700 INTEREST EXPENSE 
745 ALLOW FUNDS USED 
7750 INTEREST DURING 
745 ALLOW FUNDS USED 
760 GAIWLOSS ON DlSP 
7765 SALE OF tlTlLlTY 
7770 TAX EFFECT OF CA 
7775 CURRENT TAX-FIT 
7780 DEFERRED TAX-FI 
7785 CURRENT TAX-SIT 
77W DEFERRED TAX-SI 
7795 TAX EFFECT OF C 
7770 TAX EFFECT OF CA 
760 GAIWLOSS ON DlSP 
695 OTHER EXPENSE 
120 TOTAL OTHER INCOME 

1ly August September October November December January February March April May ~ u n e  lrotal 

I 

(808) 
176 

(432) 
(48,552) 

7.425 
7.425 

(41.127) 

2.464 
2.464 

2.464 

(1.211) 

107 

(1,104) 
(49.280) 

(4,624) 
(4.624) 

(53.904) 1595) 182.8191 

(7.190) 
(659) 
107 

(7.742) 
(271.564) 

15.229 
15.229 
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ATER SERVICE CORPORATION 
istribution of Expenses 

uarter Ended September 30,2007 
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AGmEMENT 

Agreement dated December 19, 2007 between Water Service Corp., a Delaware 

corporation (hereinafter called the “Service Company”) and Water Service Corporation 

of Kentucky (hereinafter called the “Operating Company”) : 

WEREAS, both the Service Company and the Operating Company are 

subsidiaries of or affiliated with Utilities, Tnc., an Illinois corporation (hereinafter called 

the “Parent”); and 

WHEREAS, the Service Company maintains an organization which includes 

among its officers and employees, persons who are familiar with the development, 

business and property of the Operating Company and are experienced in the conduct, 

management, financing, construction, accounting and operation of water and sewer 

properties and are qualified to be of great aid and assistance to the Operating Company 

through the services to be performed under this Agreement: and 

WEREAS, the Service Company has or proposes to enter into agreements 

similar to this Agreement with certain affiliated water and/or sewer companies 

(hereinafter referred to collectively as the ,,Operating Companies”); and 

WHEREAS, the services to be rendered under this Agreement are to be rendered 

at cost and without profit to the Service Company: 

NOW, THEREFORE, in Consideration of the premises and the mutual 

agreements herein contained, the parties hereto agree as follows: 

The Service Company will furnish to the Operating Company, upon the terms 

and conditions hereinafter set forth, the following services: 

A. EXECZJTIVE: The principal executive officers of the Service Company, such 

as the Chairman of the Board, President and Vice Presidents, and Treasurer 

will assist and advise the Operating Company in respect to corporate, 

financial, operating, engineering, organization, regulatory, and other 



problems. They will keep themselves informed in regard to the operation. 

maintenance and financial condition of, and other matters relating to, the 

Operating Company through contacts with the officers, directors and other 

representatives of the Operating Company. Such officers of the Service 

Company will visit the property of the Operating Company when necessary 

to the proper furnishing of the services provided for in this Agreement. They 

will also supervise the personnel of the Service Company to the end that 

services under this Agreement shall be performed efficiently, economically 

and satisfactorily to t.he Operating Company. 

B. ENGINEERING: The Service Company will supply engineering services as 

required in all areas of design, construction, operation and management of 

the Operating Company. 

C. OPERATING: The Service Company will furnish competent personnel to 

perform and/or control all normal operating functions, including pumping, 

treatment, and distribution as well as maintenance of all equipment and 

facilities. These responsibilities will include testing and record keeping to 

insure compliance with all state and local regulatory agency requirements. 

D. ACCOUNTING: The Service Company will provide total accounting service, 

including bookkeeping, payroll, tax determination, financial statement 

preparation, budgets, credit, P.S.C. annual reports, etc. Periodic analyses 

will be made for purposes of planning and measurement of efficiency. 

E. LEGAL: The Service Company will employ general counsel as  necessary to 

advise and assist it in the performance of the services herein provided for 

and to aid the operating company in all matters where such assist.ance may 

be desired. 

F. BILLING AND CUSTOMER RELATIONS: The Service Company will handle 

all billing and collections. It  will serve as the link between the customer and 



G. 

H. 

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

reading, inquiries, and complaints. 

CONSTRUCTION: The Service Company will perform directly or supervise 

all construction, including customer connections, meter installations, main 

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

by the Operating Company. 

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

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

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

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

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

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

costs at.tributable to all operating companies, costs attributable to the 

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

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

particular operating company. 

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

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

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

Operating Company agrees t.o pay to the Service Company its share of the cost of the 

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

interest on debt and a return on the equity invested. 

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

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

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

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

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

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

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



semces rendered to a particular group of the Operating Companies shall be charged 

directly to such group of the Operating Companies. 

All such casts which, because of their nature, cannot, without excessive effort or 

expense, be identified and related to services rendered t.o a particular Operating 

Company, shall be allocated among all the Operating Companies, in the manner 

hereinafter set forth. 

First, the allocable costs shall be distributed on a monthly basis, unless the 

Parent should elect to make a supplementary analysis for a special purpose. 

Secondly, these 

Equivalent Residential 

costs will be prorated on the basis of the proportion of active 

Customers ("ERCs") served by the Operating Company to the 

total number of active ERCs served by the Parent and its affiliates (including. without 

limitation, the Operating Company), determined as of the end of each month. For 

purposes of this Agreement, the number of ERCs attributable to each water and sewer 

connection maintained by the Parent and its affiliates (including, without limitation, the 

Operating Company) will be determined by applying the formulae set forth in Appendix 

B. 

The Service Company will also at any time, upon request of the 0perat.ing 

Company, furnish to it any and all infomation required by the Operating Company or 

by any governmental authorities having jurisdiction over the Operating Company with 

respect to the services rendered by the Service Company hereunder, the cost thereof 

and the allocation of such cost among the Operating Companies. In the case of services 

in connection with construction, the Service Company will, to the extent practicable, 

furnish to the Operating Company such information as shall be necessary to permit the 

allocation of charges for such services to particular work orders. 

This Agreement shalI be in full force and effect from the date as  hereinabove 

mentioned and shall continue in full force and effect until terrnination by either of the 

parties hereto upon ninety days notice in writing. 



IN WITNESS WHEREOF. t.he Service Company and the Operating Company have 

caused these presence to be signed in their respective corporate names by their 

respective Presidents or Vice Presidents, and attest by their respect.ive Secretaries or 

Assistant Secretaries. all as of the day and year first above written. 

Water Service Corporation 

BY-.- 
Steven Lube zzi 
Vice President'and Chief Financial 
Officer 

Attest 

Water Service Comoration of Kentucky 

and Chief Financial 
Officer 

Attest 



AFFILIATE AGREEMENT 
APPENDIX A 

The following list includes evpmse accounts ;it the Water Scnice Corporation Ic\cI which have 
dolklrs booked to them and allocated IO all Utilities. Inc openling companies st a business 
unit b e l  

. .  
D E  Obiccl Number 

5505 
5525 
5530 
5535 
5540 
5545 
5625 
5G30 
5635 
5640 
5645 
5650 
5655 
5660 
5665 
5670 
5675 
5680 
5685 
5690 
5700 
5705 
5710 
5715 
5735 
5740 
5745 
5750 
5755 
5760 
5785 
5790 
5795 
5800 
5805 
5810 
SEI5 
5820 
5825 
5855 
5855 
5860 
5865 
5870 
5875 
5880 
5885 
5890 
5895 
5 m  
5930 
5935 
5940 
5945 
5950 
5955 
5960 
5965 
5970 
5975 
5980 
5985 
6005 
6010 
6015 
6020 
6025 
6030 
6035 
6040 
604s 
6050 
6075 
6090 
6105 
61 IO 
6115 
6110 
6125 
6130 

Agency Expense 
Bill Stock 
Billing Computer Supplies 
Billing Envelopes 
Billing Postage 
Customer Sewice Printing 
401 WESOP Conhibutions 
Denwl Premiums 
h w l  Ins Rcimhumenls 
Emp Pcnsions B Benefits 
Employes Ins Dnfuctions 
Healih Cos& L Other 
Health Ins Reimbursements 
Other Emp Pensions/Benefits 
Pension Contributions 
Term Life Ins 
~ e r m  Lire ~ n s  opt 
aepmd Lire Ins - Gpi 
SupplmnLil Lire Ins 
Tuilmn 
Insurance ~ Vehicle 
Insurance ~ Gcn Liab 
Insurance . Workm Comp 
lnsunnce -Other 
Computer Meinlcnme 
Computer Supplies 
Computer Amon & Rog Cost 
lntuml Suppliu 
Microfilming 
Wcbsite Development 
AdvcriisingrMnrkeling 
Bnnk Service Charges 
Contributions 
Letter orcredit Fee 
L i m e  Fees 
Memberships 
Pcnaltis'Fines 
Tnining Expense 
Olher Mise Expense 
Answering Service 
Answering Service 
Cleaning Supplies 
Copy Machine 
Holiday EvmWPicnics 
Kitchen S u p p l i  
Ollicc Supply Stores 
PrintinglBlucprine 
Puhl Suhscriptiordhpes 
Shipping Charges 
Olhu Office Expenses 
Ollicc Elcclric 
Ollice Gas 
omcc Wdwr 
Omce Telecom 
Ofice Garbnge Removal 
Oflice Landscape I Mow 1 Plow 
Ollicc Alarm Sys Phone Enp 
Ollicc Maintenance 
Office Cleaning Service 
Office MnchinclHealLCool 
Other Ollice ~Jtilitin. 
Telcmelcring Phone Expense 
Accounling Studies 
Audit Fees 
Employ Finder Fen 
Engineering F m  
Legal F a r  
Miuwgemcnl F m  
Paymll servues 
Tas Relurn Review 
Temp Employ ~ Clcri 
Olhcr Outside Sew 
Witer Resource Conserve ESP 
Rent 
Salaries. System Projcct 
Snlaries . AccigrFinance 
Salaries . Admin 
Warin ~ OfficcrsISlkhldr 
Salnrits . HR 
s&lries ~ MIS 

The f o l h  ing lis1 includes ilssct and liibility accounls nl the Water Senicc Corporalion l e d  \\ hich 
hate dollars booked IO them and allocated Io nll Utilities. Inc operiling companies 

)DE Obicct N m b a  

1030 
1035 
IO40 
1045 
I I75 
1180 
I I90 
1205 
1760 
1265 
1270 
1275 
1280 
1285 
1455 
1460 
1470 
I485 
I575 
1580 
1585 
1590 
1595 
1605 
1610 
1615 
1610 
1625 
1741 
I145 
1745 
1745 
I745 
1745 
1745 
1746 
1746 
1746 
1746 
1746 
1746 
I741 
I747 
I747 
I748 
1748 
1746 
1748 
1749 
1740 
I749 
1749 
1749 
1749 
1750 
1751 
I752 
1752 
1793 
1753 
1753 
1754 
1155 
1755 
1756 
1756 
1757 
1757 
I758 
1759 
1769 
I769 
1769 
I769 
1769 
1769 
I771 
I775 
1771 
I175 
1775 

Subsidiatv N& ficcount Dcscriotion 

00301 
00302 
00303 
00304 
00305 
00306 
00301 
00302 
00303 
00304 
00305 
00306 
00303 
00304 
00305 
00302 
00303 
00304 
00306 
00301 
00302 
00303 
003011 
00305 
00306 
00301 
00301 
00301 
00302 
00301 
00302 
00303 
00303 
00301 
00302 
00301 
00302 
00301 
00302 
00305 
00304 
00301 
00302 
00303 
00304 
00305 
00306 

00401 
00402 
00403 
00404 

Land 5: Lmd Rights Pump 
Land d Lmd Rights \VtrTn 
Land Sr Land Rights Tnns Disl 
Land B Land Rights Gcn PII 
Ollicc Stnict B Imprv 
Office Fum Ji. Eqpt 
Tool Shop 6 Mise Eqpl 
Communication Eqpt 
Land d Land Rights I n m g  PI1 
Land B Lnnd Rights Coll Pit 
Lund Sr Land Rights Trlmnt PI1 
Land B Land Rights Reclaim \VIP 
L m d  B Land Rights Rcl Dst PI1 
Land & Land Rights Gcn PI1 
Office Smct B Impw 
OlXcc Furn B Eqpl 
Tool Shop L Mise Eqpt 
Communiwtion Eqpt 
Desklop Computer Wtr 
Mninlnmc Computer Wtr 
Mini Computers Wtr 
Comp Sys Cos1 Wtr 
Micro Sys Cost W s  
Desklop Computer Ssvr 
Mainframe Compuicr Swr 
Mini Computers Swr 
Comp Sys Cost Swr 
M u m  Sp Cost Swr 
Other PIMI In  Process History 
WipCap Time Omce Renovulion 
Wip-CAP Time Elecirical 
Wip-Cap Time L i b  Expansion 
Wip-Cnp Time Computer Equpmnt 
Wip-(jP Tiine Computer Sonwm 
Wip-Cip Time R d i o  Equipment 
Wip Interest Dunng Constr 
Wip - Interest Dunng Consn 
Wip - Interest During Constr 
Wip . Interest During Conslr 
Wip - lniercsi During Constr 
Wip - Interest During Constr 
Wip ~ L;lbor/lnstalhtion 
Wip - Lubor/lnstalhtion 
Wip - Labodlnstalhtion 
Wip - Equipment 
Wip ~ Equipment 
Wip - Equipment 
Wip - Equipment 
Wip .) Mnenal 
Wip - Matcrinl 
Wip ~ Malerial 
Wip - Material 
Wip . aMaterial 
Wip ~ Material 
Wip - Electricnl 
Wip - Siic Work 
Wip . ContnctodLabor 
Wip ~ Coniwtor1L;lhor 
Wip . ArchitullDesiper 
Wip - Archilecl/Dcsigncr 
Wip - ArchilnUDesigner 
Wip . Building Addition 
Wip . Furniture 
Wip - Furniture 
Wip . HealingAir Condition 
Wip - HeatinuAir Condition 
Wip - Interior Finish 
Wip - Interior Finish 
Wip ~ ModificalionlConvcn 
Wip - Remodeling 
Wip - Tnnsrcr To Fixed ASSCIS 

Wip -7ransler To Fixed Arsels 
Wip . Transrer To Fixed Assets 
Wip - Transfer To Fixed Assets 
Wip ~ Transfer To Fixed ASSCIS 
Wip ~ Tnnsler To Fixed ASSCIS 
Defemd Plan1 In Process History 
\Vip.Cap Time Water Tower Paint 
Wip-Cap Time WIS Plt Paint 
WipCap Time Water Tank Paint 
Wip-Cap Time Clan S m  cr Line 



AFFILIATE AGREEMENT 
APPEXDIS A 

Tlic rollowing list includes cspeiirc mcoiinls a1 the Walcr S ~ I C C  Coiporalion b e l  which have 
dollars booked to them and rllocaied to dl Utililis. Inc operaling companies 1 1  il business 
unit let el 

JDE Obiect Number Dcscrivtion 

6135 
6140 
6145 
6185 
6190 
6\95 
6200 
6205 
6207 
6355 
6360 
6365 
6385 
6390 
6580 
6585 
6610 
6615. 
6820 
6825 
6850 
6855 
6920 
7510 
7515 
7520 
7535 
7540 
7545 
7550 
7555 
7564 
7565 
7665 
1670 
7680 
7685 
76'M 

Salaries. Lwdcnhip Opr 
Salaries . Rcgulalory 
Salaries - Cusiomcr Sewicc 
Tnvel Lodging 
Tnvc l  Airbrs 
Travel Tmnsponarion 
Tnvc l  Meals 
Travcl Entenammenl 
Tnvc l  Other 
Dcrcrred Muin1 Expense 
Commiiniwlmn Expcn~e 
Equipment Rentals 

Wenther/Humcaee CosU 
Dcpm.0~1ce Slruclurc 
Dcprcc-DIIii FumlEqpl 
Deprcc-Communcialion Eqpt 
Dcprec-Muc Equipment 

Deprcc-OIIixe FurdEqpl 
DcprccCornmumialion Eqpl 
Deprx-Misc Equipmenl 
DcpmComputer 
FICA Expense 
Federal Unemploymcnl Tnx 
Sralc Unemployment Tnx 
Franchise Tnx 
Gmss Receipts Tax 
Personal Fmpeny/lCT Tu 
ProputylOlha G c m l  Tax 
R w l  E s W  Tax 
Sales/Urc Tiu Expense 
Special Asswmenls 
Eximordmary GdWLosr 
Exlnordmary Deduclionr, 
Raw1 Income 
lntercsl Income 
Sale o l  Equipmenl 

lJnironns 

DCpl'CC-ofkC S l N C t U E  

The rollowing lis1 Incliidcs ilfsct and liability xcounIs el the Wiitcr Service Corpordiion Icvel which 
hare dollan booked IO them and allocatcd IO all LJt i l i l ies~ Inc operating companies 

)DE Obieci Numbel 

1030 
1775 
I775 
1775 
I775 
1776 
1776 
I776 
1776 
I776 
I776 
I776 
I776 
1777 
I778 
1779 
I779 
1779 
I780 
1780 
1780 

I780 
I780 
1780 
1780 
1781 
I782 
1782 
I782 
1782 
1782 
1783 
1784 
1785 
I786 
1786 
I787 
1787 
I799 
I799 
I799 
1799 
1799 
I799 
1799 
I199 
1970 
1975 
1985 
2000 
2215 
2220 
2230 
2245 
2315 
2320 
2325 
2330 
2335 
2345 
2350 
2355 
2360 
2365 
2950 
2955 
2960 
2965 
2970 
2975 
2980 
1985 
3WO 
3005 
3020 
3025 
3030 
3040 
3080 
3090 

I 780 

Sybsidiwv Number Account DcscriDliEiJ 

00405 
W406 
00107 
00408 
00401 
W40Z 
00403 
00504 

OM06 
00407 
00408 
00408 
w 4 O I  
00401 
OM04 
00406 
00401 
00402 
00403 
00404 
00405 
00406 
00407 
W508 
00408 
00401 
00402 
00403 
00405 
OM06 
00404 
W4M 
00407 
W 4 M  
00405 
OM02 
OM03 
00401 
00402 
00403 
00404 
OM05 
OM06 
OM07 
00408 

00405 

Land 8: Land Rights Pump 
WipCap Time Chng Filter Media 
WipCop Timc Tv Sewer Main 
Wip-Cap Timc Sludge k Hauling 
Wip-Cap Time W/S PIt Landscape 
Wip ~ Inleresl During Constr 
Wip - Interest During Canstr 
Wip . Interest During Constr 
Wip - Interest During Conslr 
Wip I Interest During Constr 
Wip . lniercsl During Consir 
Wip ~ Interest During Constr 
Wip - lnteresl During Coilslr 
Wip - Engineering 
Wip - I;lbor/lnstallation 
Wip . Equipmen1 
Wip ~ Equipment 
Wip - Equipment 
Wip ~ Malerial 
Wip . Material 
Wip - Matcrial 
Wip - Matcrisl 
Wip ~ Material 
Wip - Material 
Wip ~ Materbl 
Wip - Material 
Wip I Site Work 
Wip _. Conmctodlabor 
Wip ~ Coninclorhbor 
Wip ~ Conmctor/Lnbor 
Wip ~ Conmciodhbor 
\ V i  ~ Concncior/Labor 
Wip - GroulingISSenlmg 
\ V i  - Jel Clwning 
Wip - Pump k Haul Sludge 
Wip - RcnWVMacnine 
Wip - RenWVMachine 
Wip -Repair 
Wip - Repair 
Wip - T m l m  To Fixed Asseu 
Wip - Tnnslcr To Fixed Assca 
Wip - Translcr To Fixed Asses 
Wip - T m k r  To Fixcd Asseu 
Wip - T r m k r T o  Fixed Assets 
Wip ~ T ransk To Fixed Asxs 
Wip ~ Tnnsrcr To Fixed Asses 
Wip ~ T r m k r  To Fixed Assets 
ACE Depr-Oficc Smcturc 
Acc Depr-Ofice FurdEqpl 
Acc Depr-Tool Shop 8: MKC Eqpt 
ACC Depr-Communication Eqpt 
Ace Dcpr-Oficc Smelure 
ACE Dcpr-Ofice FurdEqpl 
ACE Depr-TQd Shop h Mkc  Espt 
ACE Depr-Communiohn Eqpl 
Acc Dcpr-Desktop Computer WO 
ACC b r -Ma inkame Camp \Vir 
Acc Depr-Mini Comp WIT 
Comp Sys Amorlintion Wlr 
Micro Syr Amorlir;uion Wlr 
ACC Depr-Desktop Compiitcr Swr 
Acc Depr-Minrnme Comp Swr 
ACC Ocpr-Mini Comp Swr 
Comp Sys Amoniwlion Swr 
Micro Syr Amoninlion Swr 
Der Chp-L.an&coping 
Del Chps-Customer Gamplainls 
DefChp-Tank MainlLGRep Wtr 
DcTChps-Relowtion Expenses 
DclChps-Attorney Fee 
Dcr Chg-HumcandSiorms COSI 

DefChp-Emp Fees 
DcTChgs-Olhcr 
DeTChg-Olhcr \Vu k Svrr 
DclChgs-Voc Testing 
DeTChgs-Sludp Hauling 
Del  Chg-Pr WnsWJet Swr Mains 
DerChg-Tv Seuw Mains 
DeTChgs.Tannk MaintkRep Swr 
Amon ~ Landscaping 
Amon ~ Cuslomer Complaints 



AFFILIATE AGREEMENT 
APPENDIX A 

The Tollou ing lul includes ehpcnse ~CCOUOIS  ill the Water Sen ice Corporation lerel n hich haw 
dollars booked io lhcm and allocaied IO all Ulililia. Inc operaling companies 1 a business 
unit I R ~  

The rollowing lis1 includes assel and lilbiliry accounts al the \Viler Service Corymmlion k \ c I  u hich 
hive dolhrs booked IO lhcm and allocated Io all Ulililies. Inc operating companies 

JDE Obiccl Number Subsidtaw Number Accounl Dcrcrio~ion 
D E  Obtect Nttmbcr Accounl Dc$criol& 

1030 
31 I O  
3120 Amon ~ Relowlion Exp 
3125 Amon - Allomey Fee 
3130 Amon - Huniwne/Slom 
3135 Amon - Employee Fees 
3140 Amon ~ Other 
3155 
3160 Amoil. Voc Testing 
3175 Amori -Sludge Hauling 
3180 
3185 
3195 
4367 Accum Dcllncome Tax-Fed 
4369 DelFcd Tax. Cisc Pre 1987 - 
4371 
4313 
4375 
4377 
4379 
438 I 
4383 
4385 
4387 DerFed Tax. Deprechlion 
4389 DcrFcd Tax - No1 
4391 
4393 DerFcd Tax ~ Am1 
4395 Def Fed TUX - PR ACE 
4397 Def Fed Tax ~ Res Cap Fee 
4417 Accum Del' Income Tax ~ SI 
4419 
4421 DcrW Tax - Tap Fee POSI 2000 
4423 DeTSi T a  ~ Idc 
4425 Del's1 Tux - Rate Case 
4427 D e l s i  Tm - DelMaini 
4419 D e i 3  Tip( Other Operalion 
4431 
4433 
4435 
4437 DefSl Tim - Dwreciation 
4439 DeTS1T.u - No1 
444 I DerSl Tax - Con1 Prop 

DerSi Tax - Ami 4443 
4445 Der SI Tax - Res Cilp Fee 

Land Br Land Rights Pump 
Amon - T3nk MainlkRcp \Vir 

Amon - other Wlr & Swr 

Amon - Pr WasWeI Swr Mains 
Amon - Tv Sewa Mains 
A i m n  - Tmk MainGCRep Swr 

Der Fed T i  - Tap Fec Post 2000 
Der Fed Tux . Idc 
Dcf Fed Tax. b e  Case 
DerFed Tas 1 Del Main1 
DcrFcd Tax ~ Other Opcmlion 
DelFed Tax - Sold Co 
DcrFed Tax - Orgn Exp 
Def Fed Tux - Lhd Deb1 

Der Fed Tax - Con1 Prop 

Ders l  TU ~ c iac  PIC 1987 

DclSt Tax - Sold Co 
DclSt Tax - Orgn Exp 
Dcr SI ?ax - Bad Deb1 



AFFILIATE AGREEMENT 
APPENDIX B 

The formula used to calculate all allocations is as follows: 

Expenses: 

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

Assets/Liabilities: 

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





0 



W
 

0
 

W
 

m
 

N
 

e
 s s 

h
 
I
 

h
 
e
 

m
 

N
 

o
\
 

N
 

m
 

a
m

 
rD

 
N

 
W

 

A
 
0

"
 

,
=

I
 

E
-

 
N

-
 

p
 Y! P 4
 

c
 
e
 

6
4
 

W
 

v
l 

P
 

P
 

I 
-- -4

 - 

n
 

6
4
 

x 



WATER SERVICE CORPORATION OF KENTIICKY 
Income Statement 
June 30,2008 

Schedule B 
Page 1 or2  

Operating Revenues 
Service Revenues - Water 
Service Revenues - Sewer 
Miscellaneous Revenues 
Uncollectible Accounts 

Total Operating Revenues 

Maintenance Expenses 
Salaries and Wages 
Purchased Power 
Purchased Water 
Maintenance and Repair 
Maintenance Testing 
Meter Reading 
Chemicals 
TransportationlTraveVMcals 
Operating Exp Charged to Plant 
Outside Services -Other 

Total 

General Expenses 
Salanes and Wages 
Office Supplies bt Other Oflice Exp 
Regulatory Commission Exp 
Pension & Other Benefits 
Rent 
Insurance 
Otfice lltilities 
Miscellaneous 

Total 

Depreciation 
Taxes Other Than Income 
Income Taxes - Federal 
Income Taxes - State 
Defer Inc Taxes - Fed 
Defer Inc Taxes - State 
Expense Reduction Related to Clinton Sewer Operations 
Amortization of PAA 
Amortization of ClAC and AlAC 

Total 

Total Operating Expenses 

Per Pro Forma 
Books Adjustments 

$ 1,630.349 $ 730 
404 

54.195 
( I  8.156) - 

1.666.792 730 

484,230 
7 1,875 
86,112 

145.484 
5 1.405 
4.200 

1 17,069 
60.278 

(132.437) 
68.266 

956,482 

2 18,683 
127,721 

4.358 
1 1  1,337 

17,870 
56,158 
60,888 
19,659 

616.674 

261.323 
88,021 

(89.776) 
386 

(52,570) 
( I  1.638) 

(130.952) 

(2.309) 

62,486 

1.635.642 

Pro Forma Proposed Pro Forma 
Proposed 

1-- 

Increase - Present 

[I] $ 1,631.079 $ 816.101 [a] $ 2,447.180 
404 404 

54.195 54. I95 
( I  8.156) (27,240) (9.084) PI _. 

I .667.522 607.017 2.474.539 

(79.240) [cl 
2,526 ti] 
3,026 ti] 
4,530 [i][n] 
1,806 ti] 

148 ti] 
4,114 ti] 

12,911 [k] 
1.252 ul[n] 

145 til[nl- 

404,991 
74.400 
89,138 

150,014 
53.212 
4.348 

12 1.183 
61.530 

(1  19,526) 
68.41 1 

(48,784) 907.698 

(23.805) [el 194.878 
2.993 b][n] 130.714 

26.471 [e] 137.808 

8,989 [n] 65,147 
1,399 t i ~ r n ~  62,287 

44 tim1 19,703 

56,079 672,754 

(2.391) [el 258.932 

(60.580) [gl (150,356) 
(18.812) Igl (18,426) 

(52,570) 
( 1 1,638) 

59.719 [m] (71,233) 

(872) [el (3.181) 

39.379 [d] 43.737 

609 blbl 18.479 

(10,271) I f l  77.75 1 

- le1 

(33.207) 29.279 

(25.91 I )  1.609.731 

404.99 I 
74,400 
89,138 

150,014 
53.212 
4,348 

121.183 
61.530 

( I  19,526) 
68.41 1 

907,698 

194,878 
130,714 
43.737 

137,808 
18.479 
65,147 
62,287 
19.703 

6 7 2.7 5 4 

258.932 
11,210 [f-j 88.960 

256,638 [g] 106,283 
40.989 [gl 22.563 

(52.570) 
(11.638) 
(7 1.233) 

(3.181) 

308.837 338.1 16 

308.837 1.918.568 



WATER SERVICE CORPORATION OF KENTIICKY 
Explanation of  Adjustments to Income Statement 

Schedule B 
Page 2 of  2 

La] Revenues are annualized at proposed rates using the actual test year customers. 

[b] Uncollectible accounts are adjusted based on the percentage of uncollectible accounts to revenues in 
the test year applied to pro forma proposed revenues. 

[e] Salaries, wages and benefits are adjusted accordingly to reflect upcoming increases in salaries. 

[d] Regulatory commission expense has been adjusted to reflect the cost of the current rate case over 3 years 

[e] Depreciation and amortization expense are annualized. Depreciation expense represents gross depreciable plant at 6/30/08 
plus actual and estimated general ledger additions, actual and estimated net capital projects additions. 

and actual and estimated capitalized time additions. multiplied by the depreciation rate of 2.00% for water plant, and 25% for vehicles and 12.50% for compi 

[fl Taxes other than income are ad.justed for annualized payroll taxes, utility commission taxes, 
real estate taxes. and gross receipts taxes 

[g] Income taxes are computed on taxable income at current rates (34% fcderal and the stepped state rate) 

[h] AFUDC is eliminated for rate making purposes. 

[i] Interest on debt has been computed using a 46.97% / 53.03% debt / equity ratio and a 
6.58% cost of debt The 53.03% and 6.58% are multiplied by pro forma present rate base to determine interest on debt 

ti] A 3.514% adjustment has been made to account for the increase in the consumer price index since acquisition. 

[k] Operating expense charged to plant has been adjusted for projected increases in salaries, taxes. and benefits for operators 

[I] Revenues are adjusted to bring present revenues to the amount calculated from consumption information. 

[m] Expenses for Clinton sewer operations have been reduced to actual expense reductions 

[n] Reallocations of WSC and regional expenses based on the change in ERC factor. 







WATER SERVICE CORPORATION OF KENTUCKY 
General Lntgcr PImI Addlllons 

Acu)unl Number 

1045 
1080 
1090 
I105 
1110 
Ill5 
I I20 
I I25 
1130 
I I35 
I140 
I I45 
1175 
l l 80  
I 190 
1205 

--- Description 

Land & Land Rights Gmcnl Pli 

Supply Mains 
Elccmc Pump Equip WTP 
Elccoic pwnp Equip Tnns 
Warn Treammt Eqpt 
Dht Res" & Standpipes 
Trans & Disu Mains 
Scrvicc Lines 
Mclm 
M e a  Installations 
Hydnnu 

Oflice Fwn & Equipmcni 
Tml Shop & Misc Eqpl 
Communicaiion Eqpi 

Wells & springs 

Oflice SUUCt & lmpN 

Tolal 

WlP 111 

Invoiccd Additions Estimated Addilions Tow1 Addilions Impm on Dcprcciation 
JulyNov fmm Dcc to March (Invoiccd and Estimaled) ___ Expense a1 2% 

3 
6594 
4487 
1078 
977 
1696 
294 

14233 
2129 
6877 
I885 
5717 
314 
123 
105 

I I  

2 
5276 
3590 
863 
782 
1357 
235 

I1386 
I703 
5502 
I508 
4574 
25 I 
99 
84 
8 

5 
I I870 
8077 
1941 
1759 
3052 
530 

25619 
3831 
12379 
3393 
10291 
565 
222 
I89 
19 

46,524 37.219 

** Plmc note: ihc pm-forma gmenl ledger additions for lhe pcricd July to November of 2W0 arc based on acwal gl additions 
Tor IC abavc a m u n u  The %I addidons fmm Daccmbn to March of ZW8 arc estimated based on acual July-Nov 
gl additions A total ofninc monlh pm forma gil additions arc included post Leri ycar period in order to includc 
actual and esnmalcd gil addiiwns up to hearing No rnircmmu arc associated Wilh I e s c  addilbns 
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WATER SERVICE CORPORATION OF KENTUCKY 
Pro Forma Plant to be Included in Rate Case 

Project 
Description 

Additional Total 
costs to cost to Cost OF Database Project 

Date Complete Project Number status 

Install Security Camera System $ 19.784 $ (0) 19.784 2004768 Closed (As of Sep. 08) 
_c__ -- In service date 6/30/08 

$ 19,784 _% (0) $ 19,784 

Depreciation 
expense impact: 396 

*I** Please note: this pro-forma project was closed out in the general ledger after the test year period. 
No retirements are associated with this pro-forma project. 
This pro-forma project is in service. 



w x  O f  m 
Pro Forma Wsc Rate Base Allcutions Amount closed Ky Erc % as Pro Forma RB 

out per GL of 6/30/08 to bc allowed 
~8:Bclosedout 1/31/08 7.077.652 ' 2.53% s 178.715 

* JDE 2009506 Ciencral Ledger attachment 

** Please note: This prokcf is the billing portion of Projea Phoenix (the new computer software and billing ryrtern) 
The project was closed OUL in July of 2W8 and is allocared based on ERCs to all Ui subsidiaries 
The billing system is in service No retiremenu are associated with this project 
CC&B is amonized ovcr 8 years. or 522.339 per year 
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