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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 11

Description of Filing Requirement:

Capital Construction Budget with a Three-Year Forecast

Response:

Please see attached.

For electronic version, see KAW_APP_EX11 103108.pdf



KAW_APP_EX11_103108

Page 2 of 2
KENTUCKY AMERICAN WATER
PROPOSED CONSTRUCTION EXPENDITURES
Carry Over Total
Description 2007 2008 2009 2010 2011
Normal Recurring Construction $ 14,648,379 $ 15,956,248 $ 15,737,700 $ 16,696,025
Current Investment Projects
12020204  Source of Supply Project Dev 1,658,766 230,990 64,200 46,044
12020402 Major Highway Relocations 2,910,241 268,377
12020505 Replace Trac-Vac System at 1,140,227 137,648
12020506  Sludge Handling Improvement 2,026,528 169,884
12020508 Kentucky Reliability Improvement 6,006,967 1,400,365
12020602  Yarnallton Road Main Extension 29,610 300,000
12020607  New WTP On Pool 3 of Kentucky 4,668,478 31,599,999 66,786,790 57,044,731 200,000
12020702 Kentucky Major Highway Relocation 1,809,737 670,994 1,137,500 950,000 1,900,000
12300403  Owen County Main Extensions 1,968,937 336,000
Owenton Sewer 131,250
IP-1202-5 North Broadway Main Replacement 535,000 1,200,000
IP-1202-9 North Upper Main Replacement 50,000
Install 22,700' of 12" in Todds & Cleveland Rd 1,200,000
IP-1202-11 Install 19,000' of 12" along I-75 30,000 800,000
IP-1232-2 Owenton WTP Improvements 120,000
IP-1202-12 Install 16,000' if 12" Russell Cave Rd 60,000 850,000
IP-1202-13 Install 14,700' of 12" & 3800’ of 8" Greenwich Rd 50,000 780,000
IP-1202-6 Install 34,000' of 16" along Carrick Pike 1,000,000 1,700,000
IP-1232-1 Owenton-Post Acquisition Phase 2 767,402 29,123
12020501  Ground Storage Tank 122,870 1,627,130
12020701  Kentucky Incline Car 56,893 309,779 815,288
12500503 Rockwell Village WW Pipe 399,750
12020202 LEX-Major Highway Relocations 3,614,316 42
Carryovers from previous year 25,483

25,890,700 52,800,092 87,812,018 75,726,855 22,546,025
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 12

Description of Filing Requirement:

Description of Forecast Factors

Response:

Description of Forecast Factors used in preparing Kentucky-American Water’'s
Forecasted Period is incorporated in each witness’s prefiled testimony.

For electronic version, see KAW_APP_EX12 103108.pdf for this document and
refer to KAW_APP_EX10_103108.pdf for electronic file names for each witness’s
prefiled testimony.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 13

Description of Filing Requirement:

Annual and monthly budget for the twelve months preceding the filing date, the

base period and the forecasted period.

Response:

Please see attached for the 12 months preceding the filing date and the base
period. Refer to Schedules C and D of Exhibit No. 37 for the forecasted period.

For electronic version, see KAW_APP_EX13_103108.pdf for this document and
refer to KAW_APP_EX37C_103108.pdf  for Schedule C and
KAW_APP_EX37C_103108.pdf for Schedule D.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 14

Description of Filing Requirement:

Statement of Attestation signed by Kentucky-American Water Company’s Chief

Officer (Mr. Nick Rowe) in charge of Kentucky Operations.

Response:

Please see attached.

For electronic version, see KAW_APP_EX14 103108.pdf
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Page 2 of 2

PUBLIC SERVICE COMMISSION
KENTUCKY-AMERICAN WATER COMPANY

CASE NO. 2008-00427

Comes Nick O. Rowe, Chairman of the Board of Directors of Kentucky-
American Water Company, and as required by proposed 807 KAR 5:001, Section 10, (9),
(e), does hereby attest as follows:

I That the forecast utilized in Case No. 2008-00427 by
Kentucky-American Water Company is, in my opinion,
reasonable, reliable, made in good faith and all basic
assumptions used in the forecast have been identified and
justified;

2. That the forecast utilized by Kentucky-American Water
Company in Rate Case No. 2008-00427 contains the same
assumptions and methodologies as used by the
management of Kentucky-American Water Company, and

That productivity and efficiency gains are included in the
forecast.

LS]

—

3 B ——
N]N

Date: [0~ &f’é S
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 15

Description of Filing Requirement:

Information regarding major construction projects which constitute 5% or more of

the annual construction budget.

Response:

Please see attached.

For electronic version, see KAW_APP_EX15 103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 16

Description of Filing Requirement:

Information regarding major construction projects which constitute less than 5%

of the annual construction budget.

Response:

Please see attached.

For electronic version, see KAW_APP_EX16_103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 17

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Operating Income Statements

Response:

Please see attached.

For electronic version, see KAW_APP_EX17_103108.pdf
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Page 2 of 2
PROJECTED ANNUAL INCOME STATEMENT
KENTUCKY-AMERICAN WATER COMPANY
(000'S OMITTED)
[ 2009 2010 2011

Operating Revenues $59,363 $59,676 $59,994
Operating Expenses

Operation & Maintenance 32,354 34,296 36,102

Depreciation and Amortization 9,075 10,022 14,327

General Taxes 3,585 3,826 5,281

Income Taxes 3,392 1,735 (3,983)
Total Operating Expenses 48,406 49,879 51,727
Utility Operating Income 10,957 9,797 8,267
Other Income 2,837 4,101 203
Total Income 13,794 13,898 8,470
Income Deductions 337 338 341
Income Before Interest 13,457 13,560 8,129
Interest Charges 7,962 10,749 14,581
Net Income 5,495 2,811 (6,452)
Preferred Dividends 78 78 78
[Net Income to Common [ 5,417 2,733 (6,530)
[Common Dividends [ 4,063 2,050 -
[Balance for Retained Earnings [ 1,354 683 (6,530)
[Payout ratio |  75.00% 75.00% 0.00%
[Return on Common Equity - 12/31 [ 4.20% 1.88% -4.70%
[Common Equity - 12/31 | 128,829 145,512 138,982

Note: Forecast does not include projection of current rate case.
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KENTUCKY-AMERICAN WATER COMPANY

CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS

EXHIBIT NO. 18

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Balance Sheet

Response:
2009 2010 2011
(000)

Fixed Assets $409,402 $477,164 $488,207
Non-Utility Property 270 270 270
Current Assets 9,372 9,388 9,598
Deferred Debits 12,016 11,567 11,644
TOTAL $431,060 $498,389 $509,719
Total Capital $300,244 $359,317 $362,510
Current Liabilities 9,776 12,117 14,076
Deferred Credits 121,040 126,955 133,133
TOTAL $431,060 $498,389 $509,719

For electronic version, see KAW_APP_EX18 103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 19

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Cash Flow Statements

Response:

Please see attached.

For electronic version, see KAW_APP_EX19 103108.pdf.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 20

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Revenue Requirements

Response:

Please refer to Exhibit No. 17 for Revenue Requirements.

For electronic version, see KAW_APP_EX20 103108.pdf for this document and
KAW_APP_EX17_103108.pdf for Revenue Requirements.



KENTUCKY-AMERICAN WATER COMPANY

CASE NO. 2008-00427
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FORECASTED TEST PERIOD FILING REQUIREMENTS

EXHIBIT NO. 21

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Employee Level

Response:

Number of Employees 2009 2010

For electronic version, see KAW_APP_EX21 103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 22

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Labor Cost Changes

Response:

Total Labor Cost Changes 2009 2010 2011

O&M $6,685,733 $7,269,769 $7,556,031

Capital $1,756,082 $1,978,720 $2,053,733
Total $8,441,815 $9,248,489 $9,609,764

For electronic version, see KAW_APP_EX22 103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 23

Description of Filing Requirement:

Financial Forecast (for 2009-2011) Capital Structure Requirements

Response:

Please see attached.

For electronic version, see KAW_APP_EX23 103108.pdf.
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Kentucky-American
FINANCING PROJECTIONS
Increments of New Capital
(000'S OMITTED)
Calendar Year Bank Loans Debt Preferred Common
2009 (26,344) 71,500 0 32,500
2010 15,082 28,000 0 16,000
2011 (14,594) 25,000 0 0
[ Total Capitalization |
As of
December 31, Bank Loans Debt Preferred Common
2009 31,428 148,200 5,956 128,829
2010 46,510 162,200 5,956 145,512
2011 31,916 187,200 5,956 138,982
[ Capitalization Ratios |
As of
December 31, Bank Loans Debt Preferred Common
2009 10.00% 47.14% 1.89% 40.97%
2010 12.91% 45.03% 1.65% 40.40%
2011 8.77% 51.42% 1.64% 38.18%
As of
December 31, Total Debt Ratio Total Equity Ratio

2009 57% 43%
2010 58% 42%
2011 60% 40%
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 24

Description of Filing Requirement:

Financial Forecast (For 2009-2011) Rate Base

Response:

12/31/2009 Rate Base $ 263,000,000
12/31/2010 Rate Base $ 366,000,000
12/31/2011 Rate Base $ 369,000,000

For electronic version, see KAW_APP_EX24 103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 25

Description of Filing Requirement:
Financial Forecast (2009-2011) Water Sales (Gallons)

Response:

Water Sales (000 Gallons) 2009 2010 2011
Residential 6,405,973 6,519,687 6,633,401
Commercial 4,381,832 4,817,234 4,870,468
Industrial 683,001 683,001 683,001
Other 2.007,376 2.007,376 2,007,376
Total 13,478,182 14,027,298 14,194,246

For electronic version, see KAW_APP_EX25 103108.pdf



KAW_APP_EX26 103108
Page 1 of 1

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 26

Description of Filing Requirement:
Financial Forecast (for 2009-2011) Customer Forecast

Response:

Customers 2009 2010 2011
Residential 109,467 111,398 113,329
Commercial 8,901 9,000 9,099
Industrial 21 21 21
Other 2,633 2,681 2,729
Total 121,022 123,100 125,178

For electronic version, see KAW_APP_EX26_103108.pdf
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2008-00427
FORECASTED TEST PERIOD FILING REQUIREMENTS
EXHIBIT NO. 27

Description of Filing Requirement:

Most Recent Stock or Bond Prospectus

Response:

There has been no common stock prospectus. Since the Company has been
utilizing the services of American Water Capital Corp (AWCC), the Company no
longer generates a prospectus for its long-term debt obtained from AWCC.
Before the utilization of AWCC, the Company did generate a prospectus for its
Long-term Debt obtained by the Company in the private bond placement market.
Attached is the note the Company executed with AWCC for its $47.0 million
Long-term debt issued on October 22, 2007 at 6.593% for a term of 30 Years.
The Company reviewed the market data for 10 and 30-year A-rated bonds at the
time of issuing the note and determined the interest rate was at or below what it
could have obtained by any other means and accepted the terms contained in

the note.

Please see attached copy of the executed Note for the $47.0 million of Long-term
debt obtained on October 22, 2007 from AWCC.

For electronic version, see KAW_APP_EX27 103108.pdf
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PROMISSORY NOTE
FOR LONG-TERM BORROWINGS
6.593% Maturity - October 15, 2037
$47,000,000 October 22,2007

FOR VALUE RECEIVED, Kentucky-American Water Company, an
Kentucky corporation (herein “Borrower”) hereby promises to pay fo the order of American
Water Capital Corp., a Delaware corporation (“Lender”), in same day funds at its offices at 1025
Laurel Oak Road, Voorhees, NJ 08043 or such other place as Lender may from time to time
designate, the principal sum of Forty Seven Million dollars (347,000,000), together with interest
thereon from the date hereof until paid in full. Interest shall be charged on the unpaid
outstanding principal balance hereof at a rate per annum equal to the rate paid and to be paid by
Lender with respect to the borrowings it made in order to provide funds to Borrower hereunder.
Interest on borrowings shall be due and payable in immediately available funds on the same
business day on which the Lender must pay interest on the borrowings it made in order to
provide funds to the Borrower hereunder. The principal amount hereof shall be due and payable
hereunder at such times and in such amounts and in such installments hereunder as the Lender
must pay with respect to the borrowings it made in order to provide funds to the Borrower
hereunder. Lender has provided Borrower with a copy of the documentation evidencing the
borrowings made by Lender in order to provide funds to Borrower hereunder. In the absence of
manifest error, such documentation and the records maintained by Lender of the amount and
term, if any, of borrowings hereunder shall be deemed conclusive.

The occurrence of one or more of any of the following shall constitute an event of
default hereunder:

(a) Borrower shall fail to make any payment of principal and/or
interest due hereunder or under any other promissory note between Lender and Borrower within
five business days after the same shall become due and payable, whether at maturity or by
acceleration or otherwise;

(b) Borrower shall apply for or consent to the appointment of a
receiver, trustee or liquidator of itself or any of its property, admit in writing its inability to pay
its debts as they mature, make a general assignment for the benefit of creditors, be adjudicated a
bankrupt or insolvent or file a voluntary petition in bankruptcy or a petition or an answer seeking
reorganization or an arrangement with creditors or to take advantage of any bankiuptcy,
reorganization, insolvency, readjustment of debt, dissolution or liquidation of law or statute, or
an answer admitting the material allegations of a petition filed against it in any proceeding under
any such law, or if action shall be taken by Borrower for the purposes of effecting any of the
foregoing; or

(c) Any order, judgment or decree shall be entered by any court of
competent jurisdiction, approving a petition seeking reorganization of Borrower or all or a
substantial part of the assets of Borrower, or appointing a receiver, trustee or liquidator of
Borrower or any of its property, and such order, judgment or decree shall continue unstayed and
in effect for any period of sixty (60) days.

B-1
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Upon the occurrence of any event of default, the entire unpaid principal sum
hereunder plus all interest accrued thereon plus all other sums due and payable to Lender
hereunder shall, at the option of Lender, become due and payable immediately. In addition to
the foregoing, upon the occurrence of any event of default, Lender may forthwith exercise
singly, concurrently, successively or otherwise any and all rights and remedies available to
Lender by law, equity, statute or otherwise.

Borrower hereby waivers presentment, demand, notice of nonpayment, protest,
notice of protest or other notice of dishonor in connection with any default in the payment of, or
any enforcement of the payment of, all amounts due hereunder. To the extent permitted by law,
Borrower waives the right to any stay of execution and the benefit of all exemption laws now or
hereafter in effect.

Following the occurrence of any event of default, Borrower will pay upon
demand all costs and expenses (including all amounts paid to attorneys, accountants, and other
advisors employed by Lender), incurred by Lender in the exercise of any of its rights, remedies
or powers hereunder with respect to such event of default, and any amount thereof not paid
promptly following demand therefor shall be added to the principal sum hereunder and will bear
interest at the contract rate set forth herein from the date of such demand until paid in full. In
connection with and as part of the foregoing, in the event that this Note is placed in the hands of
an attorney for the collection of any sum payable hereunder, Borrower agrees to pay reasonable
attorneys’ fees for the collection of the amount being claimed hereunder, as well as all costs,
disbursements and allowances provided by law.

If for any reason one or more of the provisions of this Note or their application to
any entity or circumstances shall be held to be invalid, illegal or unenforceable in any respect or
to any extent, such provisions shall nevertheless remain valid, legal and enforceable in all such
other respects and to such extent as may be permissible. In addition, any such invalidity,
illegality or unenforceability shall not affect any other provisions of this Note, but this Note shall
be construed as if such invalid, illegal or unenforceable provision had never been contained
herein.

This Note inures to the benefit of Lender and binds Borrower and Lender’s and
Borrower’s respective successors and assigns, and the words “Lender” and “Borrower”
whenever occurring herein shall be deemed and construed to include such respective successors
and assigns.

This Promissory Note is one of the promissory notes referred to in the Financial
Services Agreement dated as of June 15, 2000 between Borrower and Lender to which reference
is made for a statement of additional rights and obligations of Lender and Borrower.
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IN WITNESS WHEREOF, Borrower has executed this Promissory Note the day
and year first written above.

Kentucky-American Water Company

Pl W

Rochc le Kowalski
VP of Finance

B-3
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