
SCHEDULE J 

COST OF CAPITAL SUMMARY 

KENTUCKY-AMERICAN WATER COMPANY 

CASE NO: 2004-00103 

Forecasted Test Period: FOR THE TWELVE MONTHS ENDED: NOVEMBER 2005 

Base Period: FOR THE TWELVE MONTHS ENDED: JULY 2004 

Schedule Description 

J-I Cost of Capital Summary 
J-1.1 IJ-1.2 Cost of Capital Summary 

J-2 Embedded Cost of Short-Term Debt 
J-3 Embedded Cost of Long-Term Debt 
J-4 Embedded Cost of Preferred Stock 

For electronic version, see KAW-APP-EX37J-1-043004.pdf 



DATA: - BASE PERIO0.X. FORECASTED PERIOD 
DATE OF CAPITAL STRLCTURE: ENDOF FORECASTED TEST YEAR 
TYPE OF FILING. X OR GINAL UPDATED REVISED - 
WORKPAPER REFE~ENCE NO(S).:WIP-7 

KENTUCKY-AMERICAN WATER COMPANY 
CASE NO: 2004-XXX 

OVERALL FINANCIAL SUMMARY 
NOVEMBER 30,2005 

SCHEDULE Jd 
PAGE 1 of 2 

Witness Respansib. M A  Miliw 

Net 13 Month 
Line Class of Cawing Adjusted Terminal Average 
No. Ca ital Reference Amount Ca ital Cost Rate Weighted Cost Weighted Cost 
1 
2 Shon-Term Deb1 J-2, Page 1 $3,164,128 1.994% 525,395 $3,189,523 2.700% 0.05096 0.100% 

Long-Term Debt J-3, Page 1 81,982.071 51.664% 657,069 82,640.040 6.310% 3.260% 3.250% 

Preferred Stock J-4, Page 1 6,026,898 3.799% 48,382 6,077,280 7.720% 0.29096 0.290% 

Common Equity 67,509,075 42.543% 541,809 68,050,864 11 ,2001 4.760% 4610% 

Total Capital -0% 5 1,273,555 , 5159,957,727 8.360% 8.250% 
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DATA: .X. BASE PERIOD - FORECASTED PERIOD 
DATE OF CAPITAL STRUCTJRE: AS OF END OF BASE PEWOD 
N P E  OF FILlhG: -X_ORlGlNAL - UPDATED- REVSED 
WORKPAPER REFERENCE NOIS).: WIP-7 

KENTUCKYAMERICAN WATER COMPANY 
CASE NO: 2004-XXX 

COSTOF CAPITAL SUMMARY 
AS OF JULY 31,2004 

SCHEDULE J-1 
PAGE 2 of 2 

WMess Responsible: MA. Miller 

Line Clasr of Adjusted Terminal 
No. Capital Reference Amount % oiTotal Add (1) Capital Cost Rate Weighted Cost 
1 
2 Short-Term Debt J-2. Page2 $6,763,428 4 270% 5 59.069 $6,822,197 2.700% 0.120% 

4 Long-Term Debt J-3. Page 2 81,878,981 51 694% 715,104 82,594,085 6.340% 3.280% 
5 

6 Preferred Stock J-4. Page 2 6,027,874 3.806% 52,650 6,080,524 7.720% 0.290% 
7 

Common ~quity 

Total Capital 

12 
13 
14 
15 
16 (1) JDITC: 
17 
18 
19 
20 
21 
22 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO: 2004-XXX 

COST OF CAPITAL SUMMARY AT CURRENT AND PROPOSED RATES 
13 MONTH AVERAGE 

DATA: - BASE PERIOD _X- FORECASTED PERIOD 
DATE OF CAPITAL STRUCTURE: AVERAGE FOR FORECASTED PERIOD 
N P E  OF FILING: X ORIGINAL UPDATED REVISED 

SCHEDULE Jd.lNd.2 
PAGE I of I 

WtneS5 Resp~nsible: MA. Miller 

13 Month Average 
Line Class of Average Adjusted Weighted 
No. Ca its1 Amount Ca ital Cost Rate Cost 

1 
Shori-Ten Debt 

Long-Term Debt 

Preferred Stock 

Common Equity 

Total Capital 
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KENTUCKY-AMEWCAK WATER COMPANY 
CASE NO: 2004-XXX 

EMBEDDED COST OF SHORT-TERM DEBT 
FROM AUGUST 1,2004 TO NOVEMBER 30,2006 

DATA: - BASE PERIOD-X_ FORECASTED PERIOD 
DATE OF CAPITAL STRUCTURE: END OF FORECASTED TEST Y E M  
N P E  OF FILING: _X-ORIGINAL- UPDATED- REVISED 
WORKPAPER REFERENCE NO(S).: WIP-7 

SCHEDULE J-2 
PAGE1 d l  

Witness Responsible: M.A. Miller 

~ i n e  Amount Interest Interest 
No. tssm Outdaotilog Rate Requirement 

i 
2 

4 Promissow Note 
5 
6 
7 Weighted Cost of Shon-Term Debt 
8 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO: 2004-XXX 

EMBEDDED COST OP SHORT-TERM DEBT 
AS OF JULY 31,2004 

DATPI: -X- BASE PEMOD -FORECASTED PER100 
DATE OF CAPITAL STRUCTURE: AS OF END OF BASE PERIOD 
N P E  OF FILING: _X_ ORIGINAL- UPDATED- REVISED 
WORKPAPER REFERENCE N O W  WIP-7 

SCHEDULE J-2 
PAGE 2 of 2 

Witness Responsible: MA. Miller 

Line Amount Interest Interest 
NO. Issue Outstanding Rate Requirement 

1 
2 
3 
4 P~OMSSOW Note W.763.128 2.7001 5162.604 
5 
6 
7 Welghted Cost of Short-Term Debt 2 700% 
6 
9 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO: 2004-XXX 

EMBEDDED COST OF LONG-TERM DEBT 
NOVEMBER 30,2005 

DATA: - BASE P E R I O D X  FORECASTED PEWOD 
DATE OF CAPITAL STRUCTURE: END OF FORECASTED TEST YEAR 
TYPE OF FILING: _X-ORlGlNAL- UPDATED - REVISED 
WORKPAPER REFERENCE NOIS).: WIP.7 

SCHEDULE J-3 
PAGE 1 of 2 

Witness Responsible: M.A. Miller 

Annual Amo*. Unamonked 
Debt leeue ISEU~ Maturity Amount Cost Rate Cost Rate Bond Rating Annualized Principal of Issue Discount or Unamo6red Unamamred Carrying 

NO. T e & Rate Date Date Outstandin at Issue at ~ a t u n t  Amount EX ense Premium Debt Expense GainILoss Value 
1 
2 
3 General Mo*oaqe Bonds: 
4 Seiies 6.79% 09120195 09101105 $0 6.79096 0.000% NIA $0 $0 $ 4,869 $0 $0 $0 $0 
5 Seiies 6.67% 03ROlOl 0312911 1 15,500,000 6.870% 7.273% NIA 1,127,315 15,500,000 62,496 0 333.296 0 15,166,704 
6 Series 6.96% 12101193 12101123 7,000,000 6.960% 7.007% NIA 490,490 7,000.000 3,264 0 58.741 0 6,941,259 
7 Series 7.15% 02114B7 02101127 7,500,000 7.150% 7182% NIA 539,650 7,600,000 2,424 0 51,422 0 7.448.578 
8 Series6.99% 09101196 06101128 9.000.000 6.990% 7.026% NIA 632.340 9,000,000 3,264 0 73,367 0 6,926,613 
9 Series 5.65% 06112102 0611 2107 24,000.000 5.650% 5.653% NIA 1,356,720 24,000.000 600 0 1,083 0 23,996,917 

10 Series4.75% 03101104 03101114 14,000.000 4.750% 4.750% NIA 665,000 14,000,000 0 0 0 0 14.000.000 
d a , , 
12 Pronosed 660% 10101105 10101135 5,500,000 6.600% 6.600% NIA 363.000 5,500,000 0 0 0 0 5,500,000 
19 

24 
25 
26 Total Long-Term Debt and Annualized Cost $62,500,000 
27 

29 Annualized cast  ate 6.310% 
30 
31 
32 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO: 2004-XXX 

EMBEDDED COST OF LONG-TERM DEBT 
AS OF JULY 31,2004 

DATA: .X. BASE PERIOD - FORECASTED PERIOD 
DATE OF CAPITAL STRUCTJRE: AS OF END OF BASE PER OD 
WPEOF FILING. X DMGIhAL UPDATED REVISED 

SCHEDULE J J  
PAGE 2 of 2 

Witness Responsible: MA. Miller ~ - 
WORKPAPER REFERENCE NO(STWIP-~ 

AnnualAmon. Unamonized 
Line Debt Issue I S S Y ~  Matunw Amount Cost Rate Cost Rate Bond Rating Annualized Principal of Issue Discount or Unamonized Unamonized Cawing 
No. Type 8 Rate Date Date Outstanding at Issue at Maturity at Issue Interest Amount Expense Premium Debt Expense GainlLoss Value 
1 

7 Series 7.15% 02114197 02/01/27 7,500,000 7.150% 7.162% NIA 538.650 7.500.000 2.424 0 54.654 0 7,445,346 
6 Series6.99% 09101198 06/01/28 9.000.000 6990% 7.02646 NIA 832,340 9,000,000 3.264 0 77.739 0 8,922,261 
9 Series 5.65% 08112102 06112107 24,000.000 5.650% 5.653% NIA 1,356,720 24,000,000 600 0 1,883 0 23,998,117 

10 Series4.75% 03101104 03101114 14,000,000 4.750% 4.750% NIA 685,000 14,000,000 0 0 0 0 14,000,000 
4 4 . , 
12 Proposed 6.6O"io101105 10101135 0 6.600% 0.000% NIA 0 0 0 0 0 0 0 
13 

26 Total Long-Term Debt and Annualized Cost $82,500,000 
27 
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KENTUCKYAMERICAN WATER COMPANY 
CASE NO: 1001.XXX ... . . - - ~  

EMBEDDED COST OF PREFERRED STOCK 
NOVEMBER 30.2005 

DATA: - BASE PERIOD -X- FORECASTED PERIOD 
DATE OF CAPITAL STRUCTURE: END OF FORECASTED TEST YEAR 
N P E  OF FILING: -X_ORIGlNAL - UPDATED- REVISED 
WORKPAPER REFERENCE NOIS).: WIP-7 

SCHEDULE J4 
PAGE I of 2 

Witness Responsible: MA. Mlllsr 

Unamortized Gain or Loss Annual Amon. 
~ i n e  Dividend Rate. Amount premium or Issue on Required Net of Issue Cost Rate Cast Rate Annualized 
No. Type & Par Value Date l~sued Oumanding Dimunt  Expense Stmk Pr-eeds Expense at Issue at Malunty D~vidends 

4 
5 Series 0.5 314%. $100 Par 11121157 464,200 0 0 0 464,200 0 5.750% 5.750% 26,692 

8 
9 Series D, 5%, $100 Par 0511 0163 593,900 0 0 0 593.900 0 5000% 5.000% 29.695 
10 
11 

12 
13 847% Senes, $100 Par 01124192 4.500.000 0 23,902 0 4,476.098 768 8 470% 8 532% 361.901 
14 

Total 0 $6,052 800 $0 5766 

Annualized Cost Rate 7.720% 
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KENTUCKY-AMERICAN WATER COMPANY 
C m E  Na: 2004-XXX . . . . - . . . . . . . . . . . . 

EMBEODEOCOSTOF PREFERRED STOCK 
AS OF JULY 31.2004 

DATA: _X_ BASE PERIOD - FORECASTED PERIOD 
DATE OF CAPITAL STRUCTURE: AS OF END OF BASE PERIOD 
N P E  OF FILING: -X- ORIGINAL- UPDATEO- REVISED 
WORKPAPER REFERENCE NO@).: WIP-7 

SCHEDULE J-4 
PAGE 2 of 2 

Witness Responsible: MA. Miller 

Unamortized Gain or Loss Annual Amort. 
Line Dividend Rate, Amount Premium or Issue on Required Net of issue Cost Rate Cost Rate Annuaiized 
No. Types Par Value Date Issued Outstanding Discount Expense Stock Proceeds Expense at Issue at Maturity Dividends 
i 
2 
3 

7 Series C. 5 112%, $100 Par 11122163 494.700 0 0 0 494,700 0 5.500% 5.500% 27,209 
" 
9' Series D, 5%. $100 Par 05110163 593,900 0 0 0 593.900 0 5000% 5.000% 29,695 
10 

TOTAL $6,052,800 $0 524,926 $0 $6,027,674 $768 1 
$465.499 

Annuallzed Cast Rate 7.720% 
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