February 3, 2016

Public Service Commission cc: Mayor James Gray RECE'VED

PO Box 615 200 E Main St. FEB 8 2016
Frankfort, KY 40602 Lexington, KY 40507 Public Service
Commission

Dear Public Service Commission Members,

Like other Central Kentucky residents, | just received notice of the now normal (more
like expected) request for a rate hike every 3 years from Kentucky American Water. The pattern
is as usual, to request an absurd rate hike of 19% since the last rate increase in 2013, even
though the inflation rate is approximately 2% per year. | would fully expect that, as usual, the
Public Services Commission will approve an increase of 6-9%, so that they can save face and say
we only approved one half of the requested increase. However, what really needs to happen is
this, to NOT APPROVE any increase.

What needs to be taken into consideration is: a) the water rate we are paying is more
than 50% higher than other large municipal systems operated by other Cities b) the fact that
water rates have nearly doubled since the City sold the water system to this public company
less than 15 years ago c) the fact that this company is already earning MORE than a fair return
on their original investment (see attached financials).

| fully realize that this is a public company and not a municipal water system. However
the difference is that just by the nature of their business, a utility, they ARE subject to
regulation of a Public Service Commission, your agency. You have the right to say NO, but you
just keep letting them shove unfair price increases down our throats. This entity, after
expenses, made $73,000 PER EMPLOYEE last year. Their total return on investment was 5%,
MORE than ample for a regulated industry that they are in.

The excuse for the increases is always the same; we need an increase because we need
money for upgrades or modernization. In reality, this is really no more than routine
maintenance funds that all companies must make on an annual basis just to stay in business.
This company basically has a legalized monopoly, but they can’t raise rates without your
approval. DO the right thing and do not approve their increase. By copy of this letter to Mayor



Gray, | am requesting his assistance in making sure Governor Bevin pays close attention to what
is approved, or hopefully NOT APPROVED, on this request.

Sincerely,
Paul E. Caudill
1048 Chetford Dr.

Lexington, KY 40509
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Returns

AWK Water Utilities Average Industry Percentite
Retumn on Sales (Most Recent Quarter, Annualized) 19.40% 23% [ 701
Retum on Sales (TTM) 15.15% 2182% [ ] e7h
Retum on Equity (Most Recent Quarter, Annualized) 13.47% 1882% [ ] 56t
Return on Equity (TTM) 9.36% 94at% [ ] eond
Return on Assets (Most Recent Quarter, Annualized) 4.35% 4M% [ ] 50
Relurn on Assets (TTM) 3.05% 293% [ le2nd
Return on Investment (Most Recent Quarter, Annualized) 5.00% 736% [ ] s0h
Return on Investment (TTM) 3.49% 385% [ 1] s&h
Debts

AWK Water Utilities Average Industry Percentile
Long Term DebV/Equity (Most Recent Quarter, Annualized) 115.28% 14265% [ 6ot
Long Term DebUEquity (TTM) 110.76% 9754% [l &fth
Total Debt/Assets (Most Recent Quarter, Annualized) 39.75% W% [ | 7sh
Total Debt/Assets (TTM) 39.92% 3468% [ ] 84n
Total Debt/Capital (Most Recent Quarter) 4566% =
Total Debt/Capital (TTM) 45.66% 4894% [ | esth
Total Debt/Equity (Most Recent Quarter, Annualized) 123.07% 15784% [ | 70th
Total Debt/Equity (TTM) 122.70% 10645% [ 173d
Current Ratio (TTM) 061 078 [ ] 35th
Payout Ratio (TTM) 52.11% Lt —— 2
Operating Metrics

AWK Water Utilities Average Industry Percentiie
Income/Employee (TTM) $73,587.19 $6511430 [ | 43nd
Revenue/Employee (TTM) $485,500.00 $50155000 [ ] e5h
Assets Tumover (Most Recent Quarter, Annualized) 0.22x 024x [ ] s6th
Assets Turnover (TTM) 0.20x 020x [ ] 62nd
Inventory Tumover (Most Recent Quarter, Annualized) 44 84x - C——— ] oo
Inventory Tumover (TTM) 42.29x kL 3 — - ]
Receivables Tumover (Most Recent Quarter, Annusiized) 11.75¢ X ——
Receivables Turnover (TTM) 12.25x 973 [ sgth
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This generated report* has historical data on financials with interactive charts, technical indicators, and
five-year peer comparison trend charts.
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performance data quoted. YIddmdeMlumMm mmmlnﬂnwmmnyouunm
Stock markels are volatile and can decline i in o issuer, political, regulatory, market, or economic developments. Growth stocks

can be more volatile than other types of stocks wam:mmmhmmwnmhwmdm Foreign securities are
subjed! to interest-rate, currency-exchange-rate, economic, and political risks, all of which are magnified in emerging markets, llliquidity is an inherent risk
associated with investing in real estale and REITs. There is no guarantee the issuer of a REIT will maintain the secondary market for its shares and redemptions
may be at a prica which is more or less than the onginal price paid. Closed-end funds can trade at a discount to their NAV. Shareholders of Master Limited
Partnerships may be treated as partners for tax purposes. Partnerships issue a Schedule K-1 (Form 1085) rather than a Form 1099 form for tax purposes. It lists
the partner's share of income, deduchons, credits, etc. Speak with your tax advisor to determine how this may affect you. A royaity trust is a type of corporation,
mostly in the United States or Canada, usually involved in oii and gas production or mining. Royalty trusts may have special tax lreatment, so you should consult
a tax advisor on the potential tax consequances of investing in them.
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securities including, but not limited to cammon stocks, A Dep Y p aster Limited Partnerships, real estate investment trusts. traditional
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this page is for informational purposes only and should not be considered ir it advice or guid: mnﬂudurnlnhuhbmofmdhrbhyuuln
security, or a recommendation or endorsement by Fidelity of any security or investment strategy. Fﬂﬂﬂymmm“mﬂmmm
strategy, any analyst opinion/rating/report or any approach to evaluating individual securities. Fidelity makes no guarantees that information supplied is accurate,
complete, or timely, and does not provide any warranties regarding results oblained from its use
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