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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY HELD
IN VOORHEES, NEW JERSEY
AT 10:00 A.M. ON FRIDAY, APRIL 25, 2003

Present: Lindsey W. Ingram, Jr.
Chris E. Jarrett
Daniel L. Kelleher
Roy W. Mundy !l

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present: Michael W. Miller, Vice President, Treasurer and Comptrolier
Nick O. Rowe, Vice President ~ Operations
Herbert A, Miller, Jr., Vice President and Secretary
David Schultz — Vice President
John Young — Vice President Technical Services, American Water

M. D. L. Kelleher, Senior Vice President Regulated Utilities of American Water, called
the meeting to order and presided as Chairman of the meeting, and Mr. H. A. Miller, Jr.,
Secretary of the Company, acted as Secretary of the meeting.

The minutes of the mesting of the Board of Directors held on QOctober 22, 2002, were
presented to the Board by Roy W. Mundy I, President of the Company, and on a
motion duly made, seconded and carried, the following resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors of
this Company held on October 22, 2002, be and the same hereby are
approved in the form presented to this meeting.
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The Board also discussed issues regarding the Company's source of supply, plans for
improvements on the Kentucky River and alternatives for additional supply for the

region.
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After a general discussion of the Company and upon motion duly made, seconded and

unanimously adopted, the meeting adjourned.
JJ//‘L’J%(/!/{

Herbert A. Miller, Jre—
Secretary
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY HELD
IN VOORHEES, NEW JERSEY
AT 9:30 A.M. ON FRIDAY, JULY 25, 2003

Present; Lindsey W. Ingram, Jr. (telephonically)
Chris E. Jarrett (telephonically)
Daniel L. Kelieher (telephonically)
Roy W. Mundy I| (telephonically)

Constituting a malority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present; James D. McGivern, Chief Operating Officer, American Water (phone)
Ellen C. Wolf, Chief Financial Officer, American Water (telephenically)
Michael Carmedy, VP Financial Services, American Water {phone)
Nick O. Rowe, Viea President - Operations (telephonically)
Herbert A, Miller, Jr., Comorate Counsel & Secretary (telephonically)
Michael A, Miller, Vice President, Treasurer & Comptraller (telophonically)
Stephen N, Chambers, Assistant Secretary (telephonically)
David B. Schultz, Vice President (telephonicaily)

Mr. B. L. Kelleher, Senior Vice President Regulated Utilities, American Water, called the
meeting to order and presided as Chairman of the meeting, and H. A Miller, Jr.,
Secretary of the Company, acted as Secretary of the meeting.

The minutes of the meeting of the Board of Directors held on April 25, 2003, were
presented to the Board and, on & motion duly made, seconded and carried, the
following resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors of
the Company held on April 25, 2003, be and the same hereby are
approved in the form presented at this meating.
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» Investment

After a general discussion of the pon motion duly made, s
\ » S&€Conde
unanimously adopted, the meeting adjourned, ’ @ and

Cormpany and u

Herbert A. Miller, Jr. -
Secretary
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Capex is slightly over the forecast by $176,000, due to timing.

2. Opatinal Issues

KAWC continues to be an active participant in the Bluegrass pply Consortium in its efforts to resolve the
water supply deficit. The study efforts are still on track for a fall 2003 completion. A fourth public workshop was
held in late May in Nicholasville to determine the 6-8 most viable alternative solutions for cost analysis. These
included Kentucky River (new treatment facilities at pool 3), Ohia River (Cincinnati purchased water, Louisville
purchased water or new treatment facilities on the Ohio), and groundwater alternatives (Fleming County purchased
water or Carroliton purchased water). The group met on June Sth in Frankfort with regulators from the Division of
Water, the Kentucky Infrastructure Authority, and Rural Development. The Public Service Commission declined to
attend based on the outstanding Administrative Case to address Kentucky American’s source of supply issue.

The Kentucky River Authority (KRA) has completed its assessments and action plans in the event of failure of any
of the dams along the Kentucky River.  The plan has been presented to the Kentucky River Authority. Qriginally,
the plan specifics were not released publicly for security purposes at Kentucky American's request.  After internal
legal review, the KRA chose to release the plan publicly. KAWC made every effort to secure the KRA plans prior to

their release,

Year-to-date investment expenditures are $5,933,000. The investment budget forecast reflects the Q2RF update
There are no significant changes to report this month regarding deviations from forecasted investment cash flows.
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY HELD
IN LEXINGTON, KENTUCKY
AT 10:00 A.M. ON FRIDAY, OCTOBER 24, 2003

Present: Lindsey W. Ingram, Jr.
Chris E, Jarrett
Roy W, Mundy Il

Constituting a majority and a gquorum of the Board of Dlrectors necessary for the
transaction of business.

Ahsent: Daniel L. Kelleher

Also present: Jim McGivern, Chief Operating Officer, American Water
John Bigelow, Vice President Finance, American Water (by telephone)
Michael A. Miller, Vice President Finance, Treasurer and Comptrolier
Nick O. Rowe, Vice President — Operations
Davld B, Schultz, Vice President
Herbert A, Miller, Jr., Vice President & Secretary
Stephen N. Chambers, Assistant Secretary

Mr. R-W. Mundy Ii, President of the Company, called the meeting to order and presided
as Chairman of the meeting, and H. A. Miller, Jr., Secretary of the Company, acted as
Secretary of the maeting.

The minutes of the meeting of the Board of Directors held an July 25, 2003, were
presented to the Board. On a mation duly made, seconded and carried, the foliowing
rasolution was duly adopted: .

RESOLVED, that the minutes of the megting of the Board of Ditectors of
the Company held on July 25, 2003, be and the same hereby are
approved in the form presented to this meeting.

p.-1
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JAN B85 28B4 14:27 FR KAWC 859 268 5327 TO 918566722877-830 P.83-10

Mr. Mundy updated the Board on the proposed acquisition of the water and wastewater
assets of the City of Owentaon,

After a general discussion of the Company and upen motion duly made, seconded and
— unanimously adopted, the meeting adjourned.

Herhert A. Miller, Jr.
Secretary
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UNANIMOUS CONSENT OF THE DIREGTORS
OF KENTUCKY-AMERICAN WATER COMPANY

The undersigned, constituting all of the members of the Board of Directors of
Kentucky-American Water Company. (hereinafier “Company"), do hereby take the
following corporate action by this unanimous written consent, which action shall have
the same validity and effect as if taken at a meeting of the Board of Directors, duly

called and held, at which all members of the Board atiended and voted therefore:

RESOLVED, that the Board of Directors of the Kentucky-American Water
Company ("Company”) hereby authorizes the appropriate officers of the
Company to enter into an Agreement For the Purchase of Assets
("Agreement"} of the potable water and wastewater systems (“Systems")
of the City of Owenton, Kentucky ("City”), for a total price not to exceed
$2,851,478, as may be adjusted as provided in the Agreement, with such
approval contingent upon the terms and conditions in the Agreement,
including, but not limited 1o, final approval by the City, recelpt of a final
Unappealable order of approval by the Kentucky Public Service
Commission, all other approvals of the apprapriate regulatory authorities,
and satisfactory results of Company due diligence investigations of the
financial, regulatory, managament and physical condition of the Systems
to be purchased by the Company.

FURTHER RESOLVED, that the officers of the Company are authorized
to take all necessary actions to effect the intent of this Resolution,
inctuding, but limited to the execution of any documents, contracts,
agreements, and instruments to further the transaction and the application
for all regutatory spprovals.

These actions without a mesting of the Board of Directors is taken pursuant to
the authority of Ghapter 274B, Subtiile 8, Section 210, of the Kentucky Revised
Statutes, and shall be effective September 22, 2003,

All signatures need not appear on the same counterpart of this consant, and all
counterparts of this consent shall constitute one and the same instrument,

./" .. .3 ,‘,“ ?

Daniel L. Kelleher

N ngj“r“ loher Irgean, ()

Roy W. Mundy-t-—— Lindéey ingram, Jr° *
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Kentucky American Water

Executive Board of Directors Report
October 2003

Capital Spending

Capital Expenditures through the end of the third quarter are $1,088,000 behind planned levels.
Capital expenditures for the year are expected to be at Plan levels due to higher than
anticipated highway relocations, a pent-up demand for new services which are behind schedule
due o the adverse wet weather experienced during 2003 and a $500,000 increase for the
ORCOM capital expenditures. Project delays on the Russell Cave Road tank and the Eievated

RW’Q%GRCJUF
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2.0 mg storage tank have caused $130,000 in capital expenditures to be deferred to 2004. This
has been offset by capital expenditures on the New Columbus project that will exceed total
project estimate by $100,000 due to PVC price increases. The Richmond Road Station
Hydraulic Improvement project was completed during the third quarter. A trial of 30 mgd was
successfully run through the Richmond Road Station in August. This project was completed at
$150.000 above estimated cost due to change orders from yard piping difficufties. The project
caused minimal disruption to the operations and is in final clean-up stage.

: Environmental/Health & Safety g
Rockwell Village Sewage Treatment Plant: Negotiations continue on how best to connect this
small treatment and distribution system (<100 customers) to the Winchester Municipal Utifities
(WMU) system. The discharge permit has expired and was not renewed due to state
requirements to connect to the nearest public system. KAW appealed the regulatory orders and
was expected to connect in 2002; however, the estimated capital costs to connect now exceed
$400,000. KAW has proposed a connection option to the regulators and is awaiting a reply.

L)

RWE ™ srous
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY HELD
IN LEXINGTON, KENTUCKY
AT 1:00 P.M. ON FRIDAY, DECEMBER 12, 2003

Present: Lindsey W. Ingram, Jr.
Chris E. Jarrelt
Daniet L. Kelleher
Roy W. Mundy I}

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present; Herbert A, Miller, Jr., Vice President & Secretary
Michael A. Miller, Vice President Finance, Treasurer and Comptroller
David B, Schultz, Vice President
Stephen N. Chambers, Assistant Secretary

Mr. R, W, Mundy ll, President of the Company, called the meeting to order and presided
as Chairman of the meeting, and H. A, Miller, Jr., Secretary of the Company, acted as
Secretary of the meeting.

The minutes of the meeting of the Board of Directors held on October 24, 2003, were
presented to the Board, On a motion duly made, seconded and carried, the following
resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors of
the Company held on October 24, 2003, be and the same hereby are

approved in the form presented to this meeting.

18 of 93
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After a general discussion of the Company and upon motion duly made, seconded and
unanimously adopted, the meeting adjourned.

Secretary
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. Kentucky American Water

Executive Board of Directors Report
December 2003

Capital Spending
Capital Expenditures for the year are expected to be under the Q3RF by $15,000. Project

delays in new services and relocations from earfier in the year due to wet weather have caught
up to planned levels. Project delays on the Russell Cave Road tank and the elevated 2.0 mg
storage tank have caused $130,000 in capital expenditures to be deferred to 2004. This has
been offset by capital expenditures on the New Columbus project that will exceed total project
estimate by $100,000 due to PVC price increases and the Clays Mill 3.0 mg storage tank
construction, which is ahead of plan by $200,000 due fo late year favorable weather.

™

RWE GROMP
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A draft Executive Summary of the Bluegrass Water Supply Consortium report was received for co
November 7, with the draft report expected November 14, A final report will be published in December. The
Consortium Technical Group met on November § to begin organization of the formal Commission The
Lexington-Fayette Urban County Government will be invited to ioln even though # is not a water utility.

Capital Expenditures were at planned amounts Year-to-Date Item A expenditures are behind pianned levels and
are not expected to increase to planned levels by year end. Items C and D are above planned levels due to
continued customer growth and new services. The projected lag in service installations due to the conversion to the
Alton Cail Center October 20 was not reflected in November but may still show up in December. Mild weather in
November cause aggressive construction levels above what was projected in Qctober for the Clays Mill Road tank
project. This was offset by a lag in Highway relocation work that will be carried aver into 2004 Totai capital
expenditures for year end is projfected to be $500,000 above plan due to $720,000 unplanned expenditure on the
Customer Service project. There is a concern that the accelerated fixed asset closing schedule announced on
October 29 may cause a problem with booking all appropriate expenditures by the closing on December 4.

The conversion to ORCOM and the transfer to the Alton Call Center have caused the Customer Service Software
expenditures to exceed planned amounts and are projected to exceed annual planned amounts by $622,100

The New Columbus project and Richmond Road Station Hydraulic Improvements wili exceed originaliy planned
amounts due to a carryover from 2002 expenditures. The New Columbus project, and the SCADA improvements
project will now carryover some expenditures into 2004. The Clays Mill tank construction will not carryover
additional expenditures to 2004 and are actually on a more aggressive construction schedule than anticipated at the
end of October because of unseasonably mild weather in November

The Electrical Reliability project has been delayed while focused on completing the RRS and SCADA improvements
project but is on schedule for completion in 2004 A consultant has been retained to coordinate design and
implementation, and meetings were held with the electric utility for to discuss equipment lead times and costs The
project is on target for substantial completion by June 2004

REGULATORY

3. Management Focus
KAW continues to be an active participant in the Bluegrass Water Supply Consortium in its efforts to resoive the
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
VIA TELECONFERENCE
AT 9:30 A.M. ON THURSDAY, APRIL 15, 2004

Present: John R. Bigelow
Lindsey W. ingram, Jr.
Chris E. Jarrett
Daniel L. Kelleher
Roy W. Mundy Il

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business. '

Also present: Robert M. Ross
John Young
Robert W. Freeston
Velma A. Redmond, Esq.
William C. Kelvington
David B. Schuitz
Herbert A. Miller, Jr., Esq.
Michael A. Miller
Stephen N. Chambers, Esq.

Mr, Chris Jarrett called the meeting to order and presided as Chairman of the meeting,
and Mr. Herb Miller, Secretary of the Company, acted as Secretary of the meeting.

The minutes of the meeting of the Board of Directors held on December 12, 2003, were
presented to the Board by Mr. Herb Miller, and on a motion duly made, seconded and
carried, the following resolution was duly adopted:

RESOLVED, that the minutes of the reguiar meeting of the Board of
Directors of this Company held on December 12, 2003, be and the same
hereby are approved in the form presented to this meeting.
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4

After a general discussion of the ompany and upon motion duly made, seconded and

unanimously adopted, the meeting adjourned.
Wﬁ%z&// -.)

Herbert A. Miller, Jr.
Secretary
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Kentucky American $
Financial Indicators

Actuaj vs Budget - March 2004
usp

Financial lndicators (Briefly describe the following KPIs against Budget & latest Forecast).

Capex, gross
Month vs Budget - CAPX is $600,000 under budget because of delays in construction. The company expects to spend

capex in Q1RF for the year.
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Kentucky American $
Financial Indicators

Actual vs Q1RF - March 2004
ush

Financial Indicators (Briefly describe the following KPls against Budget & latest Forecast):

Capex, qross

Month vs Forecast - Capex is under forecast $400,000 due o delays. The company expecis to spend capex for the year at
levels in QIRF.

YTD vs Forecast - (Month and YTD variances 1o forecasi are the same since this is the first month of the Q1RF )
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
VIA TELECONFERENCE
AT 8:30 A.M. ON WEDNESDAY, JULY 21, 2004

Present: John R. Bigelow
Patricia A. Freibert
Lindsey W. ingram, Jr.
Chris E. Jarrett
Daniel L. Kelleher
Robert M. Ross
William G. Sisson

Absent: Roy W. Mundy [|

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present: James D. McGivern
Veima Redmond, Esqg.
Nick O. Rowe,
Herbert A. Miller, Jr., Esq.
Michael A, Miller
Susan S. Marsh, Esq.

Mr. Chris Jarrett called the meeting to order and presided as Chairman of the meeting,
and H. A. Miller, Jr., Secretary of the Company, acted as Secretary of the meeting.

The minutes of the meeting of the Board of Directors held on April 15, 2004, were
presented to the Board and, on a motion duly made, seconded and carried, the
following resolution was duly adopted:
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The Chairman welcomed the new Board Members.

After a general discussion of the Company and upon motion duly made, seconded and

unanimously adopted, the meeting adjourned.

Herbert A, Miller,
Secretary

-
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Financial Indicators
Actual vs Budget - June 2004
usbD

Financial Indicators (sriefly describe the following KPls against Budget & latest Forecast):

Capex, gross
Month vs Budget - CAPX is $100,000 under budget because of delays in construction. The company expects to spend
capex in Q2ZRF for the year.

YTD vs Budget - CAPX is $5.5 million under budget due to delays and reductions. The company still expects to spend
capex at the level in Q1RF for the year.
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Kentucky American $

Financial Indicators
Actual vs Q2RF - .June 2004
usp

Financial Indicators (Briefly describe the following KPIs against Budget & latest Forecast):

Capex, gross
Month vs Forecast - Capex is under forecast $3.0 million due to delays. The company expects to spend capex for the year

at levels in QZRF.
YTD vs Forecast - (Month and YTD variances to forecast are the same since this is the first month of the Q2RF )

10
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
HELD VIA TELECONFERENCE
AT 8:15 A.M. ON THURSDAY, OCTOBER 21, 2004

Present: Christopher C. Buls
Patricia A. Freibert
Lindsey W. Ingram, Jr.
Chris E. Jarrett
William C. Kelvington
Robert M. Ross
William G. Sisson
John S. Young

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present: Nick Rowe
Herbert A. Miller, Jr., Esq.
Velma Redmond, Esq.
Michael A. Miller

Mr. Chris E. Jarrelt called the meeting fo order and presided as Chairman of the
meeting, and H. A Miller, Jr., Secretary of the Company, acted as Secretary of the
meeting.

The minutes of the meeting of the Board of Directors held on July 21, 2004, were
presented to the Board. On a motion duly made, seconded and carried, the following
resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors of
the Company held on July 21, 2004, be and the same hereby are
approved in the form presented to this meeting.
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SECTION 13. INDEMNIFICATION
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After a general discussion of the Company and upon motion duly made, seconded and

unanimously adopted, the meeting adjourned.

7 Herbert A. Millef, Jr.
Secretary




42 of 93

©
o
~
(<}
o
N~
o
T
T
<
AN
e
(m)
Q
<
AN
o
=
<
X

ieaAise  ebpng  seedyse  jebpng  Jued dWeo jebpng qyuch  ebpng pempoy | JygD jebpng Mg 196png  jemoy Azeruing [eueulg
SA JHED  SA IMED SA |BMDY  SA [ER}OY SA {BNIDY SA {Bnj0Y
R e P S MO0 EYIA TING e e L peeZARgqIIRGas ~ ILYUOLAEYRA s el e gD quiRidag < HINQWS o
5,Wgsn
o-Jequueydag
Aretuunsg eiousul4
¢ updLsUY fonjusy




KAW_R_2AGDR_2_ATT07_080706
43 of 93

MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY HELD
HELD VIA TELECONFERENCE
AT 8:15 A.M. ON THURSDAY, DECEMBER 16, 2004

“*DRAFT*t

Present: Christopher E. Buls
Patricia A. Freibert
Lindsey W. Ingram, Jr.
Chris E. Jarreft
William C. Kelvington
Robert M. Ross
William G. Sisson

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business.

Absent: John S. Young
Also present: Nick O. Rowe
g Velma Redmond, Esq.
Herbert A. Miller, Jr., Esq.
Michael A. Mitler
E Mr. Chris E. Jarrett called the meeting to order and presided as Chairman of the
meeting, and H. A. Miller, Jr., Secretary of the Company, acted as Secretary of the
E meeting.

The minutes of the meeting of the Board of Directors held on October 21, 2004, were
presented to the Board. On a motion duly made, seconded and carried, the following

resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors of
the Company held on October 21, 2004, be and the same hereby are
approved in the form presented to this meeting.
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Mr. Mike Miller recommended the Board approve the 2005 Annual Business Plan and
Investment Projects. On a motion duly made, seconded and carried, the following
resolution was duly adopted:

RESOLVED, that the 2005 Annual Business Plan and Investment
Projects is approved in the form presented to this meeting.

The Chairman further recommended to the Board that it adopt appropriate resolutions
authorizing certain officers of the Company to undertake to do all such acts and things
as may be necessary or desirable in connection with the Operation and Maintenance,
Lease and Capital Investment Plan of the GCompany heretofore approved by the Board
at this meeting. After a discussion, the following resolutions were unanimously adopted:

RESOLVED, that the President or any Vice President of the Company be,
and each of them hereby is, authorized and empowered on behalf of the
Company to execute and deliver contracts, leases or other agreements for
equipment, facilities or property contained in the Company's approved
schedule of lease agreements, such lease agreements to be in such forms
with such changes or amendments as to the officer executing same shall
determine to be necessary or advisable, the necessity or advisability
thereof to be conclusively evidenced by the execution and delivery of such
lease agreements.

RESOLVED, that the President, any Vice President, the Treasurer, any
Assistant Treasurer, the Secretary or any Assistant Secretary of the
Company be, and each of them hereby is, authorized and empowered to
do any and all such acts and things as any one of them may deem
necessary or advisable in order to carry out all actions authorized by the
Board of Directors of the Company, as reflected on the Operations and
Maintenance, Lease and Capital Investment Plan for 2005, and the
schedules thereof, heretofore approved at this meeting and incorporated
by reference as a part of the minutes hereof.

Mr. Mike Miller recommended the Board approve Capital Investment Project 04-04 for
Standardized Technology Enabled Processes (STEP). Aifter discussion and on a
motion duly made, seconded and carried, the following resolution was duly adopted:

RESOLVED, that Capital Investment Project 04-04 for Standardized
Technology Enabled Processes be and the same hereby are approved
in the form presented to this meeting.
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After a general discussion of the Company and upon motion duly made, seconded and
unanimously adopted, the meeting adjourned.

*DRAFT*
Herbert A. Miller, Jr.
Secretary
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December 18, 2004

Kentucky American Board of Directors:

Standardized Technology Enabled Process (STEP) is a comprehensive business
and technology program that is critical to American Water's corporate vision and
strategy as it provides the toois with which to fundamentally fransform how we
operate our business in the future. STEP is the first major coordinated, integrated
approach to technology-enabled delivery of business capability in AW; this should be
distinguished from previous project-specific approaches. The program is expected
to cost approximately $150 million over an eight year period, including expenditures
already incurred in 2004. Of this amount, $130 million is expected to occur during
the five year business planning period from 2005-2008, of which approximately
$4.000,000 has been included in the proposed capital expenditures for Kentucky
American based on an allocation in proportion to customers. The attached schedule
provides a year-by-year breakdown of the expenditures and the allocations by
company, followed by a breakdown of the costs by individual project.

STEP will be composed of “Best-of-Value” software solutions from industry leaders
that provide the most value fo American Water by achieving the right balance
between business functionality (i.e. to achieve operational excellence), technology
considerations, and economic affordability / viability. The potential to generate cost
and technology synergies by selecting solutions that incorporate applications such
as Maximo (for asset management) and SAP ERP (for financial, human resources,
and materials management), with which there is already significant experience within
RWE and/or Thames Water, is advantageous o AW. The proposed STEP solution
has been subjected to rigorous and independent analysis by our Trusted Advisors,
Deloitte Consuiting, including comparisons to several alternate solution sets. The
resulting STEP solution is believed to offer the “Best of Value” for AW.

Individual projects within the program include business applications for asset
management, customer call handling impravements, Work Order Diagnostic,
operational efficiency, financial, human resources, and supply chain management.
While most of the program is now in the mobilization phase, some projects (Service
First, IVR/VRP) were already underway in 2004 Key program management issues
that are being addressed during mobilization include resourcing, risk mitigation,
procurement strategy, and securing / maintaining full business support for the
Program, especially benefits delivery.

KAW_R_2AGDR_2_ATT07_080706

Kentucky
American Water

American Water
Herbert A. Miller, Jr.
VP & Corporate Counsel
2300 Richmond Road
Lexington, KY 46502

T +1 B55.268.6338

Fo+1 8589.268.6327
I  wwiW. amwater.com
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5TRATEGIC CAPITAL EXPENDITURE PLAN Summary
State Kentucky
Revision Date '
Status
Business Plan Total Plan Plan Plan Plan
5-year total 2005 2006 20607 2008 2009
Recurring Project Talal 48,562,344 9,146,300 9,196,700 9,627,500 9,774,200 10,817,644
investment Project Total 30,459,875 8,413,435 5,147,968 5,157,460 2,626,550 8,914,462
TOTAL RECURRING PROJECTS AND IPs {1 pius 2) 79,022,249 17,558,7350 14,344,668{ 14,08B4,960| 12,400,730] 19,732,106
Contrbutions - 5,085,004 1.200,004!  1,150,000] 1,200,600 1,200,000 1,335,000
Advances 21,216,000 4,080,600 4,160,000 4,242,000 4,324,000 4,410,000
TOTAL CONTRIBUTIONS / ADVANCES (4 plus §) 27,301.004 5,280,004 5,310,000 5,442,600 5,524,000 5,745,000
COMPANY FUNDED PRQJECT EXPENDITURE (3 minus &) 51,721,215 12,278,731 5,034,668 5,542,950 6,876,750; 13,987,106
TOTAL REFUNDS 10,317.0G0 2,014,000 2,018,600 2,057,000 2,095,000 2,137,000
ggggg?!T:g#g(gﬁguig?nAL EXPENDITURE NOT INGLUBING 62,038.215 14,288,731 11,0582.6681 11.599.960 B.971,750] 16.124.106
Acuisitians
Owenlon Water and Sewar System Acquisition 1} 53,000
Capital to support business development goats 5,000,000 a 1,000,000 4,000,680 1,600,000 1,500,000
1] o]
0 0
1] o]
0 0
0 1]
0 0
C 0
0 0
4] o
0 0
0 i
0 0
TOTAL ACQUISITIONS 5.000.0C0 50,000 4,000,000 1,008,000] . 4,500,000 1,500,000
TOTAL COMPANY FUNDED-EXPENDITURE (8 plus10} 67,028,215 44,338,731 12,052, 6681 12,500,960| 10.471.750| 17,524,106
TOTAL INVESTMENT IN ASSETS (3 plus 10) 84,022,218 17,608,735 15,7344 66B] 15,984,960 13,900,750 21,232.108
TOTAL GROSS CAPITAL EXPENDITURE (6 plus 11) 94,335,219 19,618,735] 17,362,668] 18,041,960| 15995750| 23,389,106
. , - Busginess Plan Total Ptan Flan Plan Plan
Additienal ftlems for Hyperion Reconcilialion only 5.year total 2005 2006 2607 2008 2008
AFLUDC (IAS Adjustment) . 2,708,764 427,439 1,092,642 265,265 419,534 504,883
Removal Cosls (not included in IP projects) 1,500,000 00,600 300,000 306,000 300,000 300,000
Business Plan Total Pian Plan Plan Pian
Asset Type 5-year total 2005 2006 2007 2008 2009
Drinking Water - Source of Supply 4,120,000 1,500,000 0 o] G 2.820.000
Drinking Water - Treatment 8,640,800 615,800 850,000 425.000 700.08C 6.045.000
Drinking Water - Pumping and Starage 4 621,600 3.021.800 700,000 $500.000 g 8]
Drinking Water - Networks (includes services and hydrants) 46,182,556 8.917.500 9.458.800 9.B07.100 8.979.800 9.019.358
{Irinking Water - Melers 8,005,048 1.538.200 1.568,500 1.600.400 1.632,400 1.685.048
Drinking Water ~ Information Systems 4,680,975 1.387.535 1.022.968 1.127.460 426,550 216,452
Drinking Water - Operaling Assels (Buildings. Equipment, Vehicles) 2,411,240 215,000 744.000 1.125.000 162.000 165.240
Wastewater - Network 350,000 350.000 ¢ 0 D 0
Wastewater - Pumping 0 G c 1] 0 [s}
wastewater - Measuring Devices 1] ¢ ¢ G 1] 0
Waslewaler - Treatment 0 1] g a 0 0
Wastewaler - Reslduals Cisposal 1 g 3 o ] 0
Wastewater - Information Sysiems 0 & 4 4] 0 0
Waslawater - Gperaling Assels . g & [ 0 0 0
Taotal 79.022.219 17.559.735| 14.344,668] 14.984.960| 12.400.750 19.732.106
17.550.735  14.344,668 14,984,860 12,400,750 19,732,106
Business Plan Total Plan Plan Plan Plan
Asset Investment Strategy S-year total 2005 2006 2007 2008 2009
Reguialory Campliance and Geals £,518,10C 2.876.600 750.060 1.000,000 75.G00 1.816.500
Capacity - Growlh 20,080,634 3,573,500 3452100 3,336,400 2.963.700 6.764.934
Growth - Acquisitions. Regionalization & Develop Led 21,232,384 4,680,000 4. 161.600 4,244.800 4,328,700 4.415.254
Efficiency 4,163,475 1,322.035 922.968 477.460 B25.550 114.462
Relianility & Qualily of Service 4,054,800 2.264 800 50,060 150.00C 0 1.594.000
Renewai of Network Assels 16,194,578 2802300 3,364,000 3.676.300 3.318.800 3.033.178
Renewal of Supply and Trealment Assets 5,129,500 350000 1,400,009 1.225,000 625000 1.728.500
Renewal of Qperating Assets 513,880 201.250 130.500 191.25G 144,000 146.880
Security & Risk Reduction 97,360 13,750 13,500 33.75G 18,000 18.360
information Syslems 527,500 75.500 160.000 150.000 100,000 107.000
Nen Regulated Business Development ] D 0 o o} 1]
Tolal 79.022.219 17.559,735] 14,344 668| 14.984.960( 12.400,750| 18.732.106

18
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Kentucky-American 2005 CAPEX Projects

1. 01-05-Russell Cave Road Tank - 1 OMG - Provides $766,600 for the completion of the
51,500,000 Russell Cave Road 1.0 MG ground storage tank and pump facilities in
the Central Division.

2. 02-04 — Source of Supply Development - Provides an estimated $1,500,000 for the
Source of Supply Project Development.

3. 03-01 - Elevated Storage Tank - Provides $2,180,000 of the $2,700,000 completion of
the Elevated 2.0 MG tank in the Central Division.

4. 04-04 - Business Process Efficiency Project & Orcom Budget - Provides $1,381,874 for
additional Business Process Efficiencies.

5. 04-03 — Owen County Main Extensions - Provides $240,000 of a total $700,000 for
Kentucky American Water portion of main extension in the Northern Division.

6. 05-01 - Provides $910,000 to relocate mains associated with major highway construction
including the relocation of 1,500 feet of 24” in an urban area of the Central

Division.

IE 7. 05-02 - Ground Storage Tank — 3.0 MG - Provides §75,000 to initiate design for an
additional 3.0 MG ground storage tank in the Central Division projected to cost a
total $1,600,000.

8  05-03 — Russell Cave Road Main ~ 34,000° of 12" - Provides $500,000 of a total
$1,800,000 to install approximately 10,000 feet of a total 34,000 feet of 127 main
in Russell Cave Road to support the new ground storage facility in the Central
Division. '

9. 05-04 - Rockwell Village Wastewater Pipeline - Provides $350,000 to install a new

@ trunk sewer line on Rockwell Road to tie into the Winchester sewer system and

‘ decommission the existing package sewer treatment plant in the Central Division.

10.  05-05 — KRS Valve Mechanical Improvements - Provides $350,000 to install mechanical

improvements to the Kentucky River Station filter control valves on the ten
hydrotreators.

11. 03-03 Electrical Reliability Upgrades — Provides $219,800 to complete electrical system
upgrades at the Kentucky River Station Plant.

]
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
HELD VIA TELECONFERENCE
AT 8:00 A.M. ON FRIDAY, APRIL 25, 2005

Present; Christopher E. Buis
Patricia A. Freibert
Lindsey W. Ingram, Jr.
Chris E. Jarrett, Chairman
William C. Kelvington
William G. Sisson
John S. Young

Constituting a majority and a quorum of the Board of Directors necessary for the transaction of
business.

Also present: Nick O. Rowe
Veima Redmond, Esq.
Herbert A. Miller, Jr., Esq.
Michael A. Miller
Deborah Hemdon

The minutes of the meeting of the Board of Direclors held on December 16, 2004, were
presented to the Board. On a motion duly made, seconded and carried, the following resoiution

was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors of the
Company held on December 16, 2004, be and the same hereby are approved
in the form presented to this meeting.

The Chairman reviewed the Managing Director’s report.

The Chairman and Mr. Mike Miller reviewed with the Board the Company's Key Strategic
Issues.
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WHEREAS, the Lexington-Fayette Urban County Government (“LFUCG") has requested
grants of easements of sanitary sewer service lines to serve three restroom facilities within the
Jacobson Park in order to improve the watershed by the elimination of ground septic systems
near the Jacohson Reservoir;

BE IT RESOLVED, that in consideration of One Doliar and other valuable consideration,
including the elimination of ground septic systems near the Jacobson Reservoir, the Board of
Directors of Kentucky-American Water Company (“Company”) authorizes the President or Vice
President of the Company to execute the appropriate documents to effect the deeds of
easement for the said three sanitary sewer service lines.
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After a general discussion of the Company and upon motion duly made, seconded and

unanimously adopted, the meeting adjourned.

Herbert A. Msu'er Jr—
Secretary
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Kentucky American Water Company
March-05
Ush m's

Process Indicators

Net Capex
Net capital expenditure for month and YTD compared to original budget and reforecasted number. Any

significant capital projects can be described indicating status compared to plan.

Actual capital expenditures for Period 3 were $939,000, or $500,000 less than Plan expenditures of $1.439
million. Actual year-to-date expenditures of $3 267 million were $124,000 less than the Plan amount of
$3.391 million. The Company expects to spend its CAPEX budget for the year

Page4of 8
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
HELD VIA TELECONFERENCE
AT 8:00 A.M. ON FRIDAY, JULY 22, 2005

Present: Christopher C. Buls
Patricia A. Freibert
Lindsey W. Ingram, Jr.
William G. Sisson
Daniel W. Warnock
John S. Young

Constituting a maijority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present: Velma Redmond, Esq.
Nick O. Rowe,
Herbert A. Miller, Jr., Esq.
Michael A. Miller

Deborah Herndon, Esq.

Mr. Dan Warnock called the meéting to order and presided as Chairman of the
meeting, and H. A. Miller, Jr., Secretary of the Company, acted as Secrefary of the
meeting.
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The minutes of the meeting of the Board of Directors held on April 25, 2005, were
presented to the Board and, on a motion duly made, seconded and carried, the
following resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors
held on April 25, 2005 be, and the same hereby are, approved in the form
presented to this meeting.
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Mr Dan _Warnock updated the Board on
3) Water Supply, B

Messrs. Mike Miller and Nick Rowe reviewed the Key Strategic Issues with the
Board, including the current and forecasted financial activity of the Company.

65 of 93



KAW_R_2AGDR_2_ATT07_080706

" After a general discussion of the Company and upon motion duly made, seconded and

unanimously adopted, the meeting adjourned.

Herbert A. Miller, J
Secretary

ES
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Kentucky American Water Company
June-08
UsD m's

Operational Performance

Growth from 'tuck-in' acquisitions - Operating Result explanation and potential growth opportunities

Comments:

City of Owenton, KY — Waler and Wastewater System Acquisition: On May 17, the City of Owenton and KAW
executed an agreement for KAW to acquire the city's 1,100-customer water and 600-customer wastewater
systems for $1.735 and $0.861 million, respectively. In June, the Kentucky Attorney General's Office
intervened in our application approval before the Kentucky PSC. We expect that this action may resultin a
full investigation of the acquisition and could delay closing until late 3-2005.

Page 3 of 8
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Kentucky American Water Company
June-05
USD m's

Process Indicators

Net Capex _
Net capital expenditure for month and YTD compared fo original budget and reforecasted number Any e

significant capital projects can be described indicating status compared to plan,

Actual capital expenditures for Period 6 were $1.530 million, or $589,000 less than Plan expenditures of
$2.119 million. Actual year-to-date expenditures of $7 236 million were $1.972 less than the Plan amount of
$9.208 million due to timing of expenditures. The Company expects to spend its CAPEX budget for the year.

Page 4 of 8
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY AMERICAN WATER COMPANY
HELD IN LEXINGTON, KENTUCKY
AT 8:00 A.M. ON OCTOBER 26, 2005

Present: Christopher C. Buls
Patricia A. Freibert
Lindsey W. Ingram, Jr.
Nick O. Rowe
William G. Sisson
Daniel W. Warnock
John 8. Young

Constituting a majority and a quorum:"_of the Board of Directors necessary for the
transaction business. -

Also present: Herbert A Miller, Esq.
Michael A. Miller
Velma Redmond, Esq.

Mr. Dan Warnock called the meeting to order and presided as Chairman of the meeting,
and H. A. Miller, Jr., Secretary of the Company, acted as Secretary of the meeting.

The minutes of the meeting of the Béard of Directors held on July 22, 2005, were
presented to the Board and, on a motion duly made, seconded and carried, the following
resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors held July
22,, 2005, and the same hereby are, approved in the form presented to this meeting.

Mr. Dan Warmock updated the Board on _ (2) water supply and -

Messrs. Mike Miller and Nick Rowe reviewed the Key Strategic Issues with Board,
including the current and forecasted financial activity of the Company.
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The Board heard a report from Mr. Buls on the plans for implementation of new
information system called “mySAP" and indicted its desire to proceed pending a review
of the final estimated costs.

After a general discussion of the Company and upon motion duly made, seconded and
unanimously adopted, the meeting adjourned.

Herbert A, M:lier Jr.
Secretary
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Kentucky American Water Gompany
September-05
Usb m's

Operational Performance

frome] T [———— [es—"—"

g

N T

Growth from '"tuck-in' acquisitions - Operating Result explanation and potential growth opportunities

Commenis:

Owenton. KY Water & Wastewaler Syslem Acauisition: On September 15, KAW closed on the acquisition of

the City of Owenton’s 1,100-customer water and 600-customer wastewater systems for $1 735 million and
$0.861 million, respectively. [n July, the Kentucky Public Service Commission determined that it did not have
jurisdiction over the approval of the Asset Purchase Agreement and further approved the adoption of
Owenton's existing rates for the customers formerty served by the City of Owenton. This represents the third
and fourth acquisitions in the SE Region in 2005 and the first acquisition of a wastewater system for Kentucky
American Anficipated year-1 revenues and operating result are $820,000 and $355,000, respectively.

Page 30of 8
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Kentucky American Water Company
September-05
USD m's

Process Indicators

Net Capex :
Net capital expenditure for month and YTD compared lo original budget and reforecasted number. Any

significant capital projects can be described indicating status compared to plan

Actual year-to-date expenditures of $11 410 million were $2 892 less than the Plan amount of $14 302 million
due to timing of expenditures. The Company expects to spend its CAPEX Q3RF for the year

e st e i ks g e g by e
g e T g ST T

efforts - most recently for the purchase of wireless radio antennae components for an initiative {o eliminate

leased phone lines. Additional discounts were negotiated with an existing supplier. Standardization and

sourcing of VFD's is also being evaluated as a potential savings opportunity ~ Efforis are underway to
accumulate all Southeast Region agreements sourced by supply chain or others. Tank rehabilitation savings
are being calculated for reverse auctions performed since late 2004

Page 4 of 8

Contributioné have also been made in the area of CAPEX savings through regional sourcing and negotiating :
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER CONMPANY
HELD IN LEXINGTON, KENTUCKY
AT 9:00 A.M. ON JANUARY 25, 2006

Present; Christopher C. Buls
Patricia A. Freibert
Lindsey W. Ingram, Jr.
Nick O. Rowe
William G. Sisson
Daniel W. Warnock
Absent: John 8. Young

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction business.

Also present: Herbert A, Milier, Esq.
Michael A. Miller
Velma Redmond, Esq

Mr. Nick Rowe called the meeting to order and presided as Chairman of the meeting,
and H. A Miller, Jr., Secretary of the Company, acted as Secretary of the meeting.

The minutes of the meeting of the Board of Directors held on October 26, 2005, were
presented to the Board and, on a motion duly made, seconded and carried, the following
resolution was duly adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors held
Qctober 26, 2005, and the same hereby are, approved as amended.

Mr. Rowe updated the Board on W and the efforts to
solve the regional water supply deficil, An ere the Public Service

Commission will be held on March 14, 2006 on water supply.
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Messrs. Mike Miller and Nick Rowe reviewed the Key Sirategic Issues with Board,
. Mr. M. Miller also

reviewed the proposed 2006 Business Plan.
: P L . . ) ' J - : e
reviewed the capital issues associated with the proposed Plan. On a motion made,
seconded and adopted the following resolution was passed:

RESOLVED, that the 2008 Business Plan for Keniucky American Water is
hereby approved as presented.

76 of 93



KAW_R_2AGDR_2_ATT07_080706
77 of 93

With no further business, and upon motion duly made, seconded and unanimously

adopted, the meeting adjourned.

Herbert A. Miller, Jr.
Secretary
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STRATEGIC CAPITAL EXPENDITURE PLAN Summary
Companyl/State  KY
Revision Date  Dec 22, 2008
Status  Approved Q3 Reforecast
Business Plan Plan Total Plan Total Plan Total | Plan Total Flan Total
S-year total 2006 2007 2008 2009 2010
Recurring Project Totat 85,691,348 15.805,000] 16,429,100] 17.,540,200] 17,592,048 18,525,000
irvesiment Project Total 184,593,836 8.010,000{ 15,430,000 35,074,836 £2,648,500] 53,428,500
BROBS CAPITAL EXPENDITURE {1 plus 2} 250,485,184 53815,000f 31,859,1060] 52,615,036 70,241,548] 71,854,500
Fontrbutions 10,000,000 ¢ Z000,000]  2,60D,000f 2,000,000  2.000.000] 2,000,000
Advances 29,000,000 75 500,600]  5800,000f  5,800,000]  5800.000] 5,800,000
TOTAL CONTRIBUTIONS T ADVANCES (4 plus 5) 38,000,000 { 7,800,000 7,806,000 7,800,000 7,800,600 7,800,000
COMPANY FUNDED PROJECT EXPENDITURE (3 minus 6) 211,485,184 \ 16,015,000} 24,059,100] 44.815.038] 62441548 64,154,500
TOTAL REFUNDS 17,000,00G ™ 3,000,000 3,500,000 3,500,000 3,600,000 3,500,600
NET CAPITAL EXPENDITURE (7 plus 8) 228,485,184 19,045,000 27,569.100] 48315036 65.941548]| 67,654,500
Acquisitions
0 8] 0 1] o 0
0 4] 0 1] 0 0
o 4] ] 0 0 1]
1] Q0 0 o 0 o
0 0 0 1] 0 0
0 1] 0 o G 0
o 0 o ¢] 5] G
G 0 0 a al G
0 o] 9] M Q 0
0 G o} v} a 0
0 0 0 s} 0 1]
1] 0 0 D 0 0
1] a 0 o 44 0
2] o] 0 G 0 ¢
TOTAL ACQUISITIONS 1] 0 1] 0 0 0
TOTAL COMPANY FUNDED EXPENDITURE (9 phusi) 228,485,184 18.015,000f 27.559.100] 48,315.036] 65941,046| 67,654.500
TOTAL INVESTMENT iN ASSETS {3 plus 10) 250,485,184 23.515,0006] 31,858.100] 52615.035] 70,241,548] 74,954,500
JTOTAL GROSS GAPITAL EXPENDITURE {6 plus 11} 267,485,164 26.515,000] 25.450,100] 56,115,036] 73,741,548| 75,454,500
N R s Business Plan Plan Total Plan Total Plan Tetal Plan Total Plan Total
Additional tems for Hyperion Reconcifiation only 5-year total 2006 2007 2008 2609 2010
AFUDC {1AS Adjusiment) 3,415,000 683,000 683,000 683,000 683,000 E83,000
Removal Costs (not included in 1P projects) 0 0 G 0 0 0
Business Plan Pian Total Plan Total Plan fotal | PlanTotal | Plan Total
Asset Type S-year total 2006 2007 2008 2009 2010
Crinking Water - Source of Supply 140,340,000 aD0.000F 10,040.000[ 30,000.060f 50.000,000| 50.000.000
Drinking Waler - Trealment 10,183,836 2.145.600 1,305.000 3.354,835( 1,049,500 2.329.500
Drinking Waler - Pumping and Storage 3,175,000 745,000 875,000 900,000 650,000 350,000
Drinking Water - Networks (includes services and hydrants) Ti.852.600 15.376.100] $4.133.700{ 15217,800( 16,260.000{ 17.005,000
Drinking Water - Meters 9.266,748 1.718.800 1,850.400 1,882,400 1,915,048 1,900,000
Drinking Water - Information Systems 1.052.000 00,000 150,000 100.000 102.00C 100,000
Drinking Water - Operaling Assels (Buildings, Equipment. Vehicles) 2.500.000 6G0.000 505.000 1.160.000 265.00C 270.000
Wastewater - Network 350,000 350.000 0 1] o] [
Wastewater - Pumping 0 0 [ s 0 v
Wastewater - Measuring Devices 1] 0 [ [ 0 9
Wastewater - Treatment o 0 ] v} 0 0
Wastewaler - Reslduals Disposal [ 0 o 0 0 o
Waslewater - Information Systems 0 o 0 o] ] 1
Wastewater - Operating Assets 0 G 0 g 0 0
Tolal 245,160,184 21815000 =28,858.100| 52615038 70.241,548f 71,954.500
Business Plan Plan Total | Plan Total | Plan Total | FlanTotal [ Plan Tetal
Asset iavestment Strategy 5-year total 2006 2007 2008 2009 2010
Regulatory Compliance and Goals 6.075.000 800.000 1,025.000 1.506.000 750,006 1.800.000
Capaclty - Growth 21.484,348 5,325.000 4,604,100 3.850,200 4,275,048 4.030.000
Growth - Acguisitions, Regionalization & Develop Led 29,583.036 5,980.000 5,600.000 6.524,836 5,889,500 5.979,500
Efficiency G 0 5} o 0 g
Reliabillty & Quatity of Service 140,620,000 885,000 10,060,000] 30.000.000] 56.00C,000 50,000.008
Renewal of Network Assets 36,815,000 6,100,000 £,390,000 7.100,000 8.250.000 8975000
Renewal of Supply and Treatment Assets 7.830,000 1.775.000 1.375,000f  3.280.000 700,000 700,000
Renewal of Operating Assets 1.475,000 225.00G 230,000 235.000 240.000 245,000
Security & Risk Reduclion 125,000 25,000 25,000 25.000 25,000 25.000
information Systems 1,052,000 ~580,006 150,060 160,000 102,060 100.000
Non Regulated Business Development 0] [ O 0 8 0 o
Totat 245,160,184 21.815,000 | 28.850.100| 52615036 70.241.548] 71.554.500
KY SCENERIOC 122205
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MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
9:00 A.M. APRIL 25, 2006

Present: Christopher C. Buls
Patricia A. Freibert
Lindsey W. Ingram, Jr.
Nick O. Rowe
William G. Sisson
Daniel W. Warnock
Absent: John 8. Young

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction business.

Also present: John R. Bigelow
Herbert A. Miller, Esq.
Michael A, Miller
Velma Redmond, Esqg.

Mr. Nick Rowe called the meeting to order and presided as Chairman of the meeting,
and H. A. Miller, Jr., Secretary of the Company, acted as Secretary of the meeting.

The minutes of the meeting of the Board of Directors held on January 25, 2008, were
presented to the Board and, on a motion duly made, seconded and carried, the following
resolution was duly adopted:

RESOLVED, that the minutes 6? the meeting of the Board of Directors held
January 25, 2006, and the same hereby are, approved as amended.
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The next meeting will occur July 21, in Charleston, West Virginia.

With no further business, and upon motion duly made, seconded and unanimously

adopted, the meeting adjourned.

Herbert A Miller, Je.
Secretary
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Kentucky American Water Company
Board Report — April 2006

inancial Performance

CAPEX — Budgeted capital expenditures for the first three months were $3.5 million, actual
capital expenditures were $1 9 milion The Company expects to spend its CAPEX included in

the forecast.




85 of 93

sugzigly - ¢ jo 4 abeg

KAW_R 2AGDR_2_ATTO07_080706

.m:om:m_x:oon.m .mmucm>ﬁ<

(600'e) 8Ly (0L0'e) {osa'L) sanppuadxa [eliden
salIAIlor BUnsaall WO SMOH USED

(sigjiop puesnoy} ui) {Auo sasodund jeuiajui 1og)
S002/1E/E agoz/ieie 5002/1E/T 900Z/LE/E JUBWIBIRYS MDY Ysep) aapesedwod
fenioy 4410 196png lenoy $ dVVD SN uesuatuy Ayomuay




KAW_R_2AGDR_2_ATT07_080706

MINUTES OF THE BOARD OF DIRECTORS OF
KENTUCKY-AMERICAN WATER COMPANY
LEXINGTON, KENTUCKY
July 21, 2006

Present: Patricia A. Freibert
Lindsey W. Ingram, Jr.
Nick O. Rowe
William G. Sisson
Daniel W. Warnock
John S. Young

Absent: Christopher C. Buls

Constituting a majority and a quorum of the Board of Directors necessary for the
transaction of business.

Also present: Ellen C. Wolf _
. .Velma Redmond, Esq.
 Herbert A. Miller, Jr., Esq.
Michael A. Miller
Chuck Gilbert

Mr. Rowe called the meeting to order and presided as Chairman of the meeting and H.
A. Miller, Jr., Secretary of the Company, acted as Secretary of the meeting.
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Mr. Rowe reported on the Company’s operations: including (1) project

expenditures for 2006, (2) distribution system rowth and 1mrovee S S
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it was announced that the next board meeting is tentatively scheduled for
October 19, 2006.

With no further business and upon motion duly made, seconded and unanimously
adopted, the meeting adjourned.

Herbert A. Miller, Jr.
Secretary
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2 American
% Waters

TO: Kentucky American Board of Directors
FROM: Dan Warnock
DATE: July 14, 2006

SUBJECT: STEP Program

Standardized Technology Enabled Process (STEP), which began in November
2003, was formerly known as “5 Year Business IT Systems Delivery
Development.” STEP was a comprehensive business and technology program
providing the tools with which to fundamentally transform how we would operate
our business in the future. STEP required a significant amount of resources in
order to deliver the program. Projects affiliated with STEP included, Service First
Project, IVR (Interactive Voice Response), VRP (Voice Recognition Project),
Assets, Operations, Customer, and Back Office (SAP). STEP was the first major
coordinated, integrated approach to technology-enabled delivery of business
capability in American Water.

g The projected capital spending costs for STEP increased from $158m to $200m
: due to the reassessment of timing and duration of project costs. Costs for the
STEP program included hardware, software, internal resources, external
% integration and vendor support on all individual projects. During the five year
business planning period from 2005-2009, the Southeast region's allocation in
proportion to customers was a projected 33%.

With the November 4, 2005 announcement by RWE to sell American Water, the
American Water Executive Management Team (EMT) has decided to postpone
the implementation of a resource package of new financial and HR systems.
However, the company has decided to accelerate the work required to enable
American Water to become compliant with the Sarbanes-Oxley Act of 2002
(SOX).

As a result of Sarbanes-Oxley and the change of control, it was decided to
cancel the STEP program. Due to the nature of this decision it was felt important
that we inform our Board of Directors of this decision by American Water’s
Executive Management Team-

]
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KENTUCKY AMERICAN WATER BOARD OF DIRECTORS
OPERATIONS & BUSINESS ACTIVITY UPDATE SUMMARY
JULY 21, 2006

CAPITAL EXPENDITURES

Kentucky American Water has a projected 2006 CAPEX budget of $27,218,070,
increased from $19,100,000 actual expenditures in 2005. This includes $6,500,000 in
new main extensions funded by developers and $2,400,000 in new services. Major
projects include a 20-inch main Installation on Clays Mill Road as part of road
reconstruction, a project to increase reliability at the Kentucky River Station, an
additional 12-inch main out Russell Cave Road to optimize operations of the new tank,
and initial efforts on the new water treatment plant on Pool 3. Varjous other smaller
projects are addressing capital needs at the treatment plants and distribution systems.

As of the end of May, recurring capital projects were $109,500 ahead of budget. Thisis
due primarily to a strong early start on main extensions that is expected to continue
throughout the year. There are fifteen main replacement projects exceeding $3 million
that are expected to go out to bid in the next two months and be completed this year.
The large investment projects were behind budget by $1,000,000 due to a slow start on
the Clays Mill Road and Russell Cave Road main projects. This will catch up into the
third quarter and is projected to be on target well before year end. Kentucky American
Water is adding one new engineering position to assist in delivering the capital budget,
and has placed a priority on filling engineering and construction vacancies. The staff is
also utilizing consultants through Master Service Agreements to assist in project
development with the large increase in proposed capital. Net capital is showing a
significant variance, as Kentucky American has received over $2 million more in
advances year-to-date than during the same period last year.
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Kenlucky American Water
Board Report — July 2008
Fage 4 of 4

WATER SUPPLY

The company is working with The Moriah Group on developing a strategy regarding the
evolving water supply issue. A portion of the messaging and strategy, of course, is
dependent on the company's decision regarding how it will partner with the Bluegrass

Water Supply Commission.

Because of the sporadic rainfall this year, water supply has not been a challenge for us
thus far. Jacobson Reservoir has continually been at 90% or greater and there are good
passing flows in the Kentucky River. We will continue to monitor flows to ensure
alignment with the Demand Management Plan (DMP). In preparation for the upcoming
summer months, we have made all repairs o our intake on the Kentucky River and all
six pumps and motors are in operating order. Our last summer project for the intake will
be to place spare pumps and a motor back at the intake. The location of the intake wiil
require barge work which should be underway within the next month.
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