RECEIVED

COMMONWEALTH OF KENTUCKY 0CT 1 1 2006
BEFORE THE PUBLIC SERVICE COMMISSION

PUBLIC SERVICE
COMMISSION

IN THE MATTER OF: )

)
APPLICATION OF KENTUCKY-AMERICAN ) CASE NO. 2006-00418
WATER COMPANY FOR CONTINUED )
PARTICIPATION WITH AMERICAN WATER )
CAPITAL CORP. )

AMENDED APPLICATION OF

KENTUCKY-AMERICAN WATER COMPANY

Comes Kentucky-American Water Company ("Kentucky American Water") and for its
Application for approval of continued participation in the borrowing program with
American Water Capital Corp. states as follows:

1. That it incorporates herein all of the statements made in its Application filed
September 21, 2006, with the exception of those contained in numerical paragraph 6.

2. Numerical paragraph 6 of the Application of Kentucky American Water Company
filed September 21, 2006, is amended in its entirety to read as follows:

6. The Order dated July 21, 2000, also authorized
Kentucky American Water to issue securities in the form of notes
or debentures in an aggregate amount of $41,500,000 from time to
time prior to December 31, 2005, for the puwpose of
refunding/refinancing existing short-term and . long-term debt.
Pursuant to that authorization, including some long-term debt
issued by Kentucky American Water with Commission approval
prior to Case No. 2000-189, Kentucky American Water now has
stock and debt outstanding as shown on the financial exhibit
attached hereto, marked Amended Exhibit No. 3, as required by
807 KAR 5:001, Section 11, (2), (a).

3. This application does not include any request to issue any stock of any kind by

Kentucky American Water.



WHEREFORE, Kentucky American Water requests that the Commission, pursuant to the

authority contained in KRS 278.300, authorize its continued participation in the borrowing

program of American Water Capital Corp.

LEX 010311/124828/3462769.1

Respectfully submitted,

LINDSEY W. INGRAM, JR.
LINDSEY W. INGRAM III
STOLL KEENON OGDEN PLLC
300 West Vine Street, Suite 2100
Lexington, Kentucky 40507-1801
Telephone: 859-231-3000

By: pok 5

ATTORNEYgFOR KENTUCKY-AMERICAN
WATER COMPANY




COMMONWEALTH OF KENTUCKY )

COUNTY OF FAYETTE )

After having been duly sworn, Nick O. Rowe states that he is President of Kentucky-
American Water Company, that he has knowledge of the matters set forth in this
Amended Application, that he has been designated by Kentucky-American Water Company to
sign and file the Amended Application on its behalf, and that he has read the
Amended Application and that the statements contained therein are true.

Subscribed and sworn to before me by Nick O. Rowe this the _| \%day of October,

2006.

My Commission expires: & - 2% -0

Wadirna flado—

NOTARY PUBLIC, STATE AT LARGE, KY.




FINANCIAL STATEMENT
OF
KENTUCKY-AMERICAN WATER COMPANY

(as of August 25, 2006 except where noted)

(1) The amount and kinds of stock of the Applicant authorized are as follows:

Cumulative Preferred Stock, par value $100 per share:

Series B, 5 - %% 5,000 Shares
Series C, 5 - %% 5,000 Shares
Series D, 5% 6,000 Shares
Unclassified 5,000 Shares

Preference Stock, par value $100 per share:

8.47% Series 45,000 Shares
Unclassified 85,000 Shares
Common Stock, no par value ' 2,000,000 Shares

(2) The amounts and kinds of stock of the Applicant issued and outstanding as of

August 25, 2006 are as follows:

Cumulative Preferred Stock, par value $100 per share:

Series B, 5 - %% 3,918 Shares
Series C, 5 - 5% 4,889 Shares
Series D, 5% 5,866 Shares

Preference Stock, par value $100 per share:
8.47% Series 45,000 Shares

Common Stock, no par value 1,567,391 Shares

(3) The Cumulative Preferred Stock is cumulative as to dividends. If dividends
on the Cumulative Preferred Stock shall be in arrears and such arrears shall
aggregate an amount equal to or in excess of four (4) quarterly dividends
upon such stock, the number of directors then constituting the Board of
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Directors shall be increased by two (2) and the holders of the Preferred Stock
voting separately as a class shall be entitled to elect the two (2) additional
directors.

The Cumulative Preferred Stock is redeemable at any time upon thirty (30)
days’ notice at the following prices: the Series B at $101 per share; the
Series C at $100.50 per share; and the Series D at $100.

The Cumulative Preferred Stock, Series B, Series C and Series D are
redeemable at par ($100) in cases of (a) governmental or municipal
acquisition of the Applicant’s facilities or common stock, or (b) upon
liquidation or dissolution of the Applicant.

The Preference Stock is cumulative as to dividends. If dividends on the
Preference Stock shall be in arrears and such arrears shall aggregate an
amount equal to or in excess of eight (8) quarterly dividends upon such stock,
the number of directors then constituting the Board of Directors shall be
increased by one (1) and the holders of the Preference Stock voting
separately as a class shall be entitled to elect the one (1) additional director.

The shares of the 8.47% Preference Stock may be redeemed at any time, or
from time to time, on or after December 1, 2001 at the option of the
Company, in whole or in part, upon payment of a redemption price equal to
the sum of $100 per share plus a premium equal to the Make-Whole
Premium as defined in the Articles of Incorporation.

At any time during the period of twelve (12) consecutive calendar months
beginning on December 1, 2011 and ending November 30, 2012, both dates
inclusive, and during each like period of twelve (12) consecutive calendar
months thereafter so long as any shares of the 8.47% Series remain
outstanding, the Company may at its option redeem up to and including, but
not exceeding, four thousand five hundred (4,500) shares of the 8.47% Series
at a redemption price equal to the sum of $100 per share.

All then outstanding shares of the 8.47% Series shall be redeemed by the
Company on December 1, 2036 at a redemption price equal to the sum of
$100 per share.

(4) The following are the only mortgages on the property of the Applicant:

General Mortgage Indenture dated as of May 1, 1968, executed by the
Applicant to The Fidelity Bank (now US Bank), as Trustee, and supplemental
indentures thereto dated as of December 1, 1970 (as supplemented on
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December 17, 1970); September 1, 1974; November 1, 1977; December 1,
1982; June 1, 1983; August 1, 1985; January 1, 1987; September 1, 1988;
October 1, 1989; November 1, 1990; December 1, 1991; December 1, 1992;
December 1, 1993; September 1, 1995; February 1, 1997, and June 1, 1998.

The Indenture of Mortgage provides for the issue of General Mortgage Bonds
which together with all other long-term debt cannot exceed 65% of
Applicants total capitalization, which percentage is $100,225,000 as of
August 25, 2006. The amount of indebtedness actually secured by a lien on
all the property owned or hereafter acquired by the Company is $23,500,000.

There are no sinking fund provisions associated with the General Mortgage
Bonds. :

(5) At August 25, 2006, $23,500,000 in General Mortgage Bonds were issued
and outstanding.

General Mortgage Bonds:

Principal amount authorized by Indenture:
No maximum limit of bonds fixed

Name of utility issuing bonds:
All bonds were issued by Kentucky-American Water Company

Principal amount issued and outstanding:

GMB: Issued QOutstanding
6.96% Series $ 7,000,000 $ 7,000,000
7.15% Series 7,500,000 7,500,000
6.99% Series 9,000,000 9,000,000

Date of issue (nominal date):

6.96% Series December 22, 1993
7.15% Series February 20, 1997
6.99% Series June 17, 1998

Rate of interest:

6.96% Series 6.96%
7.15% Series 7.15%
6.99% Series 6.99%
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Date of maturity:

6.96% Series December 1, 2023
7.15% Series February 1, 2027
6.99% Series June 1, 2008

Security:  All outstanding General Mortgage Bonds are secured by
the lien of the General Mortgage Indenture upon all
property of the Company.

Interest paid during the 12 months ended August 25, 2006:

6.96% Series $487,000.00
7.15% Series $536,250.00
6.99% Series $629,100.00

Interest paid during the 12 months ended December 31, 2005

6.96% Series $487,000.00
7.15% Series $536,250.00
6.99 Series $629,100.00

(6) Notes are payable to AWCC, bear interest as listed below.

8/25/06 Interest paid
Interest Amount Maturity 12 mos. ended
Payee Date of Issue Rate* Qutstanding Date 8/25/06

AWCC January 1,2005 Variable  $6,475,433  Revolver $394,560

* Interest is calculated at the LIBOR market index rate and the interest
expense for the period 1/1/05 — 12/31/05 was $183,367.

Interest paid
8/25/06 12 mos. ended
Interest  Amount Maturity 12/31/05 &
Payee Date of Issue Rate* OQutstanding Date 8/25/06

AWCC  June 12, 2002 5.65% $24,000,000 June 12,2007  $1,356,000
AWCC March 29,2001 6.87% $15,500,000 March 29,2011 $1,064,850
AWCC March1,2004  4.75% $14,000,000 March 1, 2014 $665,140
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(7) There is no other indebtedness of the Applicant, but there are liabilities
shown on its Balance Sheet annexed hereto and marked “Amended Exhibit
3, page 77 consisting of, as of August 25, 2006, current and accrued items on
which no interest is payable, other than an insignificant amount of interest
payable on customer deposits of $6,560.

(8) Dividends were paid by the Applicant during the five fiscal years as follows:

Common Stock

12 Mos.
Ended Rate per Number of
December 31 Share Shares Outstanding  Amount

2001 $ 3.06 1,567,391 $ 4,796,216
2002 3.01 1,567,361 4,717,847
2003 2.17 1,567,391 3,401,238
2004 1.22 1,567,391 1,912,217
2005 1.10 1,567,391 1,724,130

Cumulative Preferred Stock, Series B, 5 — %%

12 Mos.
Ended Rate per Number of
December 31 Share Shares Qutstanding Amount
2001 $ 5.75 4,700 $ 27,025
2002 575 4,700 27,025
2003 5.75 4,642 26,692
2004 5.75 4,642 26,692
2005 5.75 3,918 22,529
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Cumulative Preferred Stock, Series B, S — %%

12 Mos.
Ended Rate per Number of
December 31 Share Shares Outstanding Amount
2001 $ 5.50 5,000 $ 27,500
2002 5.50 5,000 27,500
2003 5.50 4,947 27,209
2004 5.50 4,947 27,209
2005 5.50 4,839 26,390
Cumulative Preferred Stock, Series D. 5%
12 Mos.
Ended Rate per Number of
December 31 Share Shares Qutstanding Amount
2001 5.00 6,000 $ 30,000
2002 5.00 6,000 30,000
2003 5.00 5,939 29,695
2004 5.00 5,896 29,480
2005 5.00 5,866 29,330
Preference Stock. 8.47% Series
12 Mos.
Ended Rate per Number of
December 31 Share Shares Qutstanding Amount
2001 8.47 45,000 $ 381,150
2002 8.47 45,000 381,150
2003 8.47 45,000 381,150
2004 8.47 45,000 381,150
2005 8.47 45,000 381,150

(9) Applicant’s Balance Sheet as of August 25, 2006 and a statement of
Applicant’s earnings and expenses for the twelve months ended on such date
are shown on pages 7 and 8, respectively, which are annexed hereto.
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