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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION ~ <EP 2 12006

PUBLIC SERVICE
COMMISSION

IN THE MATTER OF: )

)
APPLICATION OF KENTUCKY-AMERICAN ) CASE NO. ﬁ/L ﬂ&b ”ﬁA L7// g
WATER COMPANY FOR CONTINUED )
PARTICIPATION WITH AMERICAN WATER )
CAPITAL CORP. )

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. Kentucky American Water is a corporation organized and existing under the laws
of the Commonwealth of Kentucky with its principal office and place of business at
2300 Richmond Road, Lexington, Kentucky 40502.

2. Kentucky American Water is a wholly-owned subsidiary of American Water
Works Company, Inc. (“American Water”) and is engaged in the distribution and sale of water in
its Central Division, consisting of Bourbon, Clark, Fayette, Harrison, Jessamine, Scott and
Woodford Counties and its Northern Division consisting of Gallatin, Owen and Grant Counties.
It currently owns, operates and maintains potable water production, treatment, storage,
transmission and distribution systems for the purpose of furnishing potable water for residential,
commercial, industrial and governmental users in its service territory having an original cost of

$313,554,174.27 as of August 25, 2006.



3. Kentucky American Water also owns, operates and maintains collection, pumping
and treatment systems for the purpose of furnishing wastewater service for residential,
commercial, industrial and governmental users in its service territory having an original cost of
$3,464,866.15 as of August 25, 2006.

4. A certified copy of the Articles of Incorporation of Kentucky American Water,
together with all amendments thereto, are incorporated herein by reference as authorized by
807 KAR 5:001, Section 10, (1), (b), (3) and Section 8, (3), and were filed as Filing Exhibit
No. 4 in Case No. 95-554, Notice of the Adjustment of the Rates of Kentucky-American Water
Company effective on and after February 29, 1996.

5. By Order dated July 21, 2000, in Case No. 2000-189, the Application of
Kentucky-American Water Company for Approval of Participation in Borrowing Program, the
Public Service Commission of the Commonwealth of Kentucky authorized Kentucky American
Water to enter into a Financial Services Agreement with American Water Capital Corp. and to
participate in its borrowing program. A copy of the Financial Services Agreement entered into is
attached hereto as Exhibit No. 1. A copy of the Order dated July 21, 2000, is attached hereto as
Exhibit No. 2.

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 purpose 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 Exhibit No. 3, as required by 807 KAR 5:001, Section 11, (2), (a).



7. Kentucky American Water has conveyed certain property, lands and premises
described therein to First Union National Bank (formerly First Fidelity Bank,
National Association, formerly First Federal Bank, N.A., Pennsylvania, formerly Fidelity Bank,
National Association, and formerly The Fidelity Bank) to secure payment of the bonds and
indebtedness therein specified by an Indenture of Mortgage dated as of May 1, 1968;
First Supplemental Indenture dated as of December 1, 1970; a Supplement to the
First Supplemental Indenture dated as of December 17, 1970; Second Supplemental Indenture
dated as of September 1, 1974; Third Supplemental Indenture dated as of November 1, 1977,
Fourth Supplemental Indenture dated as of December 1, 1982; Fifth Supplemental Indenture
dated as of June 1, 1983; Sixth Supplemental Indenture dated as of Augustl, 1985;
Seventh Supplemental Indenture dated as of January 1, 1987; Eighth Supplemental Indenture
dated as of September 1, 1988; Ninth Supplemental Indenture dated as of October 1, 1999;
Tenth Supplemental Indenture dated as of November 1, 1990; Amended and Restated Tenth
Supplemental Indenture dated as of November 1, 1990; Eleventh Supplemental Indenture dated
as of December 1, 1991; Twelfth Supplemental Indenture dated as of December 1, 1992;
Thirteenth Supplemental Indenture dated as of December 1, 1993; Fourteenth Supplemental
Indenture dated as of September I, 1995; Fifteenth Supplemental Indenture dated as of
February 1, 1997, and Sixteenth Supplemental Indenture dated as of June 1, 1998. The
Indenture of Mortgage and Supplements are attached hereto and collectively marked
Exhibit No. 4.

8. American Water Capital Corp. is a wholly-owned subsidiary of American Water
and is a corporation organized under the laws of the state of Delaware. It has obtained funds

from a syndicated bank credit line for short-term loans and from its own debt securities, all with



the support of RWE Aktiengesellschaft (‘RWE”). A copy of the Certificate of Incorporation of
American Water Capital Corp. is attached hereto and marked Exhibit No. 5.

9. As Exhibit No. 3 shows, as of December 31, 2005, Kentucky American Water
had outstanding short-term debt in the amount of $9,307,934 payable to American Water Capital
Corp. and six long-term debt issues: (1) 6.960% series in the amount of $7,000,000 due
December 1, 2023; (2) 7.150% series in the amount of $7,500,000 due February 1, 2027;
(3) 6.990% series in the amount of $9,000,000 due June 1, 2028; (4) 5.650% series in the amount
of $24,000,000 due June 12, 2007; (5) 6.870% series in the amount of $15,500,000 due
March 29, 2011, and (6) 4.750% series in the amount of $14,000,000 due March 1, 2014.

10.  Kentucky American Water’s short-term debt has been made available through
American Water Capital Corp. with the support of RWE. RWE has decided to divest itself of the
ownership of the common stock of American Water.! RWE has expressed its intention, upon
securing the regulatory approvals for the sale of the common stock of American Water, to
terminate its support to American Water Capital Corp. and call its notes which support the short-
term debt, and both the 4.750% series and the 5.650% series long-term indebtedness of Kentucky
American Water.

11.  American Water Capital Corp. has recently closed on a five year $800,000,000
revolving credit facility which will serve as a back-up facility to its commercial paper (“CP”)
program. American Water Capital Corp. expects to begin issuing CP in the near future to fund
the short-term debt of its operating subsidiaries. This new CP program is expected to have

average outstanding borrowing of approximately $450,000,000 with maturities between one day

! Case No. 2006-00197, the Joint Petition of Kentucky-American Water Company, Thames Water Aqua Holdings
GmbH, RWE Aktiengesellschaft, Thames Water Aqua U.S. Holdings, Inc. and American Water Works Company,
Inc. for Approval of a Change in Control of Kentucky-American Water Company, pending before the Public Service
Commission of the Commonwealth of Kentucky.



and 90 days. The new short-term borrowing program will result in approximately $158,000 in
savings per year to American Water Capital Corp. when compared to the current arrangement.

12.  Prior to December 31, 2007, Kentucky American Water anticipates additional
short-term debt borrowings; the refinancing of the 5.650% series of its existing long-term debt
and the refinancing of its 4.750% series long-term debt. It is anticipated that the two long-term
debt refinancings will occur in May 2007 by the issuance of $41,100,000 of new debt. In
addition, prior to December 2007, Kentucky American Water anticipates the issuance of
$12,000,000 additional long-term debt in November 2006 and $8,400,000 in September 2007.
These additional long-term debt issuances will be required to reduce short-term debt at the time
of their issuance. In order to continue to maintain a reasonable relationship of long-term debt to
common equity, Kentucky American Water anticipates the issuances of $8,000,000 in capital in
November 2006 and $5,600,000 in capital in September 2007.

13. The maturity of these long-term issues will not be more than 50 years from the
nominal date of issue, with the expectation that the maturity dates can be anywhere from one to
35 years, depending upon market conditions. The interest rate will be determined by market
conditions at the time of issuance. The interest will be payable at the same time and on the same
dates as American Water Capital Corp. must pay its corresponding interest payment on the
borrowings from which the proceeds of the loans to Kentucky American Water were derived.
This is expected to be monthly, quarterly or semiannually and is subject to final negotiation.
These obligations will be unsecured and will therefore rank on parity with Kentucky American
Water’s unsecured creditors and will not have the benefit of any security afforded by Kentucky
American Water’s General Mortgage Indenture. These securities evidencing the long-term

indebtedness will have the same calability and conversion features as American Water Capital



Corp. obtains in connection with its borrowings from which the proceeds of a loan to Kentucky
American Water are derived. These may include provisions for the redemption at the option of
American Water Capital Corp. or tender at the option of the purchaser as may be negotiated with
the agent or purchasers of the securities evidencing the indebtedness. The securities will have no
conversion features. There will be no maintenance and depreciation requirements unless the
borrowings are made on a tax-free basis; such provisions are usually then required. The
securities will reflect whatever sinking or other fund provision requirements American Water
Capital Corp. can obtain from its lenders; however, it is not expected that there will be any
sinking or other fund provisions.

14. Kentucky American Water seeks approval for its continued participation in this
borrowing program so that it may obtain the funding it needs prior to December 2007 at less cost
than would be otherwise available and so that it may be assured of readily available source of
funds.

15. Kentucky American Water’s participation in the borrowing program of
American Water Capital Corp. does not preclude it from either borrowing from or obtaining
financial services from third parties. Kentucky American Water is not required to borrow any
amount from American Water Capital Corp. and it may terminate its participation in the program
upon adequate notice.

16. Kentucky American Water’s continued participation with American Water
Capital Corp. is for a lawful object within the corporate purposes of Kentucky American Water.
Its participation is necessary and appropriate for and consistent with the proper performance by
Kentucky American Water of its services and will not impair its ability to perform services and is

reasonably necessary and appropriate for such purposes.



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.

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: %“’?67 W ﬁ/ﬁ

ATTORNEYS F()R KENTU Q{Y-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 Application,
that he has been designated by Kentucky-American Water Company to sign and file the
Application on its behalf, and that he has read the Application and that the statements contained
therein are true.

NICK O.

Subscribed and sworn to before me by Nick O. Rowe this the J#4 day of September,
2006.

My Commission expires: L - 2A¥-0Y

Y\/\SLLL/WQ@ @LA,LMW
NOTARY PUBLIC, STATE AT LARGE, KY.
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FINANCIAL SERVICES AGREEMENT

THIS AGREEMENT, dated as of June 15, 2000, by and between Kentucky-
American Water Company (the “Company’’) and American Water Capital Corp. (“AWCC”).

BACKGROUND

The Company currently performs its own financia] services.

However, the Company has determined that it can obtain these services more
efficiently through the consolidation of certain necessary management and staff functions with
those performed for other entities that may enter into agreement with AWCC substantially
similar to this one (“Co-Participants”).

AWCC is dedicated to performing such consolidated functions.

Accordingly, the parties have determined to enter into this Agreement for the
provision of financial services by AWCC to the Company and for the proper determination and
allocation of the costs of providing such services.

Therefore, the parties agree as follows:

AGREEMENT

1. Services. AWCC will provide, either directly or through arrangements
with third parties for the benefit of the Company, such financial services ‘as the Company and
AWCC may from time to time agree, including but not limited to those more fully described in
Appendix I attached to this Agreement.

2. Costs. In consideration of the provision of the services contemplated by
paragraph 1, the Company agrees to pay AWCC a portion of the costs and appropriate overhead
incurred by AWCC in providing those services, as follows. The costs incurred by AWCC in
conmnection with its bank credit lines and shont-term public borrowings will be divided among the
Co-Participants in proportion to the maximum principal amount that each Co-Paricipant
requests be made available to it duning the course of a year. The costs incurred by AWCC in
connection with each long-term borrowing by AWCC will be divided among each Co-Participant
in proportion to the principal amount of that borrowing that is loaned to that Co-Participant.
AWCC’s overhead will be allocated among the Co-Participants in the same proportion as each
Co-Participant’s long-term and maximum, requested shori-term borrowings and investments in a
calendar year bear to all of the long and maximum short-term borrowings and investments by all
Co-Participants during the same year.

3 Statements. AWCC will prepare and deliver to the Company monthly
statements of the services provided by AWCC and amounts payable to AWCC, giving effect to

EXHIBIT 1
Page 1 of 10



all the ‘provisions of this Agreement. The Company shall pay the net amount shown on its
statement within thirty (30) days after the billing date.

4. Inspection. Upon reasonable notice, AWCC will make available to the
Company for its inspection AWCC’s books, records, bills, accounts and any other documents
which describe or support the costs allocated to the Company under this Agreement.

5. Obligations Not Jeint. AWCC and the Company expressly agree: (a) that
the obligations of the Company and each Co-Participant to AWCC are several and not joint; (b)
that the Company will not be responsible to any Co-Participant, to AWCC or 1o any assignee o1
creditor of AWCC for any payment in excess of payments due by the Company to AWCC under
this Agreement or a Note in the form attached 1o this Agreement; and (c) that no Co-Participant
will be responsible to the Company, to any other Co-Participant, to AWCC or to any assignee or
creditor of AWCC for any payment in excess of payments due by that Co-Participant to AWCC
under any agreement substantially similar to this Agreement or under any Note attached to that
other agreement. AWCC covenants and agrees that it will require, as a condition to its entering
into any such other agreement with a Co-Participant, that such other agreement contains the
same provision as that contained in the immediately preceding sentence.

6. Notes. The Company’s borrowings under this Agreement will be
evidenced by one or more promissory notes in the form of Exhibit A or Exhibit B attached to this
Agreement.

7. Non-Exclusivity. Nothing in this Agreement prohibits or restricts the
Company from borrowing from third parties, or obtaining services described in this Agreement
from third parties, whenever and on whatever terms it deems appropriate.

8. Effectiveness. This Agreement shall be effective as of June 15, 2000,
provided that, if prior approval by the regulatory commission of any jurisdiction is required
before this Agreement may become effective as to the Company, or before AWCC may provide
a particular service hereunder 1o the Company, this Agreement shall not be effective as to the
Company or as to that service, as the case may be, unless and until the required approval has
been obtained. Unless and until this Agreement becomes effective as to the Campany in whole
or in pan, the Company shall not be entitled to the benefits of, nor shall it have any nights or
duties under, this Agreement. This Agreement may be amended or rescinded only by written
instrument signed by the Company and AWCC.

9. Termination. The Company may terminate its participation in this
Agreement by giving ten (10) days prior written notice of such termination to AWCC; and (b)
AWCC may terminate this Agreement by giving ninety (90) days prior written notice of such
termination to the Company. Termination of this Agreement will not affect: (a) the Company’s
obligations under any Promissory Notes; (b) any party’s obligations with respect to any amounts
owing under Sections 2 and 3 of this Agreement (including such amounts attributable to
obligations of any terminating party under any Promissory Notes that remain outstanding after
this Agreement is terminated as to that party); or (¢) AWCC’s obligations to repay any
investments made by a Company pursuant to Appendix 1.

EXHIBIT 1
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10.  Copies. This Agreement may be executed by the parties in one or more
copies and each executed copy shall be considered an original.

In witness of the foregoing, each of the Company and AWCC has caused its

respective corporate seal to be affixed to this Agreement and has caused this Agreement to be
signed on its behalf by its duly authorized officers.

ATTEST: KENTUCKY-AMERICAN WATER COMPANY

By: fé/a,éu ’*V/ﬂ( ZZ&?L

Herbert A. Mlller Jr

Secretary
ATTEST: AMERICAN WATER CAPITAL CORP.
By = By@’aﬁ%d( gﬁiw)@?
Tlm thy Po, eéﬁd Title: Jaseph F. Hl.r/'(nett Jr.
Vice Pres t and Secretary Vice President and Treasurer

EXHIBIT 1
Page 3 of 10



APPENDIX I

DESCRIPTION OF FINANCIAL SERVICES

Set forth below is a list of the services which AWCC agrees to provide to the
Company upon its request pursuant to the Agreement to which this Appendix is attached.

1. Short-Term Loans. AWCC will provide Short-Term Loans to the
Company pursvant to the terms set forth in the promissory notes to be issued by the Company to
AWCC, each substantially in the form attached to this Agreement as Exhibit A.

2. Long-Term Borowings. AWCC will provide loans other than Short-Term
Loans to the Company pursuant 10 the terms set forth in the promissory notes to be issued by the
Company to AWCC, cach substantially in the form attached hereto as Exhibit B.

3. Cash Management. Cash not required by the Company to pay its daily
disbursements or to pay when due the principal of and interest on, the Company’s borrowings
from AWCC other than Short-Term Loans will be used by AWCC first to reduce the outstanding
principal balance of the Company’s Short-Term Loans owing 1o AWCC and any excess will be
deemed 10 be invested with AWCC and will earn a daily rate of interest that is equal to the
interest income earned by AWCC on those funds. Upon the request of that Company, AWCC
shall execute one or more promissory notes in favor of the Company, in form and substance
substantially similar to the Promissory Note attached as Exhibit A to the Agreement as evidence
of such investment.

EXHIBIT 1
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EXHIBIT A
PROMISSORY NOTE
FOR SHORT-TERM LOANS

3 , 2000

FOR VALUE RECEIVED, [NAME OF COMPANY], a
corporation (herein “Borrower”) hereby promises to pay ON
DEMAND to the order of American Water Capital Corp., a Delaware corporation (‘“Lender”), in
same day funds at its offices at Voorhees, New Jersey or such other place as Lender may from
time to time designate, the principal sum of dollars (§__ ) (the
“Maximum Principal Sum™), or such lesser amount as shall equal the 2ggregate unpaid principal
amount of the loans made by Lender 10 Borrower (other than loans evidenced by a promissory
note under which the principal amount is due and payable in one or more scheduvled installments
more than one Yyear after the date of its issue), together with interest thereon from the date hereof
until paid in full. Interest will be charged on the unpaid outstanding principal balance of this
Note at a rate per annum equal to Lender’s actual cost of funds to make such Joan, such rate to
change as Lender’s actual cost of funds changes. Interest on borrowings shall be due and
payable on the first business day of each month, cornmencing with the first business day of the
month after the month In which this Note is executed. In the absence of manifest error, the
records maintained by Lender of the amount and term, if any, of borrowings hereunder shall be
deemed conclusive.

Borrower may borrow, repay and reborrow hereunder in amounts which do not, in
the aggregate outstanding at any time, exceed the Maximum Principal Sum.

The otcurrence 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 afler 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 2
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
bankyupt or insolvent or file a voluntary petition in bankruptcy or a petition or an answer seeking
reorganization or an amangement with creditors or to take advantage of any bankrupicy,
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

()  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

A-1
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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.

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 10 any stay of execution and the benefit of all exemption laws now or
hereafier 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 attomey for the collection of any sum payable hereunder, Borrower agrees to pay reasonable
attomneys’ 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 enlity or circumstances shall be held to be invalid, illegal or unenforceable in any respect or
10 any extent, such provisions shall nevertheless remain valid, legal and enforceable in all such
other sespects and 1o 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 10 include such respective successors
and assigmns.

This Promissory Note is one of the promissory notes referred 1o 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 the parties hereto.

A-2
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IN WITNESS WHEREOF, Borower has executed this Promissery Note the day
and year first written above.

[BORROWER)

By:

Name and Title:

A-3
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! EXHIBIT B
PROMISSORY NOTE
FOR LONG-TERM BORROWINGS

$ , 2000

FOR VALUE RECEIVED, [NAME OF COMPANY], a
corporation (herein “Borrower”) hereby promises to pay to the order of American Water Capital
Corp., a Delaware corporation (“Lender”), in same day funds at its offices at
or such other place as Lender may from time to time designate, the
principal sum of dollars (§_ ), 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 1o 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 a2bsence 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 cne or more of any of the following shall constitute an event of
default hereunder:

() 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 afier the same shall become due and payable, whether at matunity or by
acceleration or otherwise;

®) 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 bankruptey,
reorganization, insolvency, readjustment of debt, dissolution or liquidation of law or statute, or
an answer admiting 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 junisdiction, 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 1o Lender
hereunder shal), 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, concurrenlly, 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 Jaw,
Borrower waives the right 10 any slay of execution and the benefit of all exemption laws now or
hereafier in effect.

Following the occurrence of any event of default, Borrower will pay upon
demand al] costs and expenses (including all amounts paid to antorneys, accountants, and other
advisors employed by Lender), incurred by Lender in the exercise of any of its rights, remedies
or powers hereunder with respect 1o 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 tate 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 atiorney 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 10
any entity or circumstances shall be held 1o be invalid, illegal or unenforceable in any respect or
10 any extent, such provisions shall nevertheless remain valid, Jegal 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 invald, 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 occurting 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.

B-2
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IN WITNESS WHEREOF, Borrower has executed this Promissory Note the day
and year first wrnitten above.

[BORROWER])

By:

Name and Title:

B-3
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
in the Matter of:

THE APPLICATION OF
KENTUCKY-AMERICAN WATER
COMPANY FOR APPROVAL OF
PARTICIPATION IN
BORROWING PROGAM

CASE NO. 2000-189

Nt N’ N’ S e

ORDER

On May 5, 2000, Kentucky-American Water Company (“Kentucky-American”) filed
an application for Commission approval to participate in a borrowing program. This
program has been made available to Kentucky-American through its parent corporation,
American Water Works Company, Inc. (“American Water Works”). As a participant in the
program, Kentucky-American must enter into a Financial Services Agreement with
American Water Works Financing Corporation. On May 12, 2000, Kentucky-American
amended its application to refiect the change in the name of American Water Works
Financing Corporation to American Water Capital Corporation (“AWCC").

Kentucky-American seeks to enter into this agreement in conjunction with each of
American Water Works' subsidiaries as well as American Water Works. It is anticépated
that AWCC could obtain more advantageous funding for the individual participants by
utilizing the borrowing power and combined borrowing efficiency of all of the participants

in the borrowing program.
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AWCC, a wholly owned subsidiary of American Wate;Works, will obtain its fundé
primarily from two sources. It will arrange for a syndicated bank credit line to prO\)ide short-
term loans and it will register its own debt securities for sale in the public market by filing
a shelf registration with the United States Securities and Exchange Commission. Based
on estimated borrowing requirements provided by each program participant for the coming
year as well as future needs, AWCC will arrange borrowing commitments and borrowing
programs to provide funds necessary to meet those requirements.’

As a patrticipant in the borrowing program, Kentucky-American will obtain short-term
and long-term loans from AWCC. Kentucky-American expects to periodically issue, prior
to December 31, 2005, securities in the form of notes or debentures for the purpose of
refunding/refinancing certain outstanding debtA in the aggregate principal amount of
$41,500,000. Kentucky-American also intends to borrow funds from AWCC to finance its
construction program and the acquisition of other utility systems.

The Commission, having reviewed the evidence of record and being otherwise
sufficiently advised, finds that:

1. Kentucky-American's entry intb the Financial Services Agreement and
participation in the borrowing program with AWCC is for a lawful object within the corporate

purposes of its utility operation, is necessary and appropriate for and consistent with the

" For a complete description of the financial arrangements between AWCC and the
American Water Works subsidiaries who are parties to the Financial Services Agreement
and who patrticipate in the borrowing program and the benefits that these arrangements
confer, see lllinois-American Water Company, Docket No. 00-0306 (lil. C.C. May 18, 2000)
at 2-5.
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proper performance of the utility's service to the public and“will not impair its ability t(;
perform that service, and is reasonable, necessary, and appropriate for such purposes.

2. Kentucky-American'’s proposed issuance of securities in the form of notes or
debentures in an aggregate amount of $41,500,000 for the purpose of
refunding/refinancing existing short-term and long-term debt is reasonable and consistent
with the performance of its service to the public and should be approved.

3. The specific terms and conditions of each issuance under the borrowing
program set forth in the Agreement are not known at this time. Therefore, Kentucky-
American should be required to inform the Commission of the terms and conditions of each
issuance covered by the borrowing program.

4, Kentucky-American should obtain Commission approval prior to the issuance
of any security or long-term evidence of indebtedness not specifically set forth in its
application and included in the $41,500,000 refunding/refinancing.

IT IS THEREFORE ORDERED that:

1. Kentucky-American is authorized to enter into the Financial Services
Agreement with AWCC and to participate in its borrowing program.

2. Kentucky-American is authorized 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 purpose of refunding/refinancing existing short-term and long-term debt.

3. The proceeds from the financing authorized herein shall be used only for the

lawful purposes set out in the application.
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4. For all securities or evidences of indebtedness that have a term exceeding
2 years and that are issued under the Financial Services Agreement’s horrowing program,
Kentucky-American shall file a report detailing the terms and conditions of the particular
securities issued. Kentucky-American shall include an analysis showing that the interest
rate for the securities was the most reasonable under the circumstances at the time of
issuance. This report shall be filed with the Commission within 10 days of the completion
of the issuance.

5. Kentucky-American shall obtain approval from the Commission prior to the
issuance of any security or long-term evidence of indebtedness not specifically identified
in its application and included in the $41,500,000 refunding/refinancing approved herein.

Nothing contained herein shall be deemed a warranty of the Commonwealth of
Kentucky, or any agency thereof, of the financing herein accepted.
Done at Frankfort, Kentucky, this 21st day of July, 2000.

By the Commission

ATTEST:

b e

’ A‘f‘ a_ Executive Director
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FINANCIAL STATEMENT
OF
KENTUCKY-AMERICAN WATER COMPANY

(as of December 31, 2005 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 are
as follows:

Cumulative Preferred Stock, par value $100 per share:

Series B, 5 - %% 3,918 Shares
Series C, 5 - 2% 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

2
EXHIBIT 3

Page 1 of 9



Board of 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 DD 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
3
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supplemented on 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, and which is secured by a lien on all the
property owned or thereafter acquired by the Company.

(5) At December 31, 2005, $23,500,000 in General Mortgage Bonds were
issued and outstanding, and $53,500,000 of unsecured Bonds were issued
to American Water Capital Corporation (“AWCC”).

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 Outstanding
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

Unsecured: 5.65-24.;6.87-15.5;4.75-14.0

Date of issue (nominal date):

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

Unsecured: 5.65 - June 12, 2002; 6.87 - March 29, 2001; 4.75 -
March 1, 2004
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Rate

of interest:

6.96% Series
7.15% Series
6.99% Series
5.65% Series
6.87% Series
4.75% Series

Date of maturity:

Security:

Interest paid during the 12 months ended December 31, 2025:

6.96% Series
7.15% Series
6.99% Series
5.65% Series
6.87% Series
4.75% Series

6.96%
7.15%
6.99%
5.65%
6.87%
4.75%

December 1, 2023
February 1, 2027

June 1, 2008
June 12, 2007

March 29, 2011
March 1, 2014 (will be called early per
provisions of note)

All outstanding General Mortgage Bonds are secured by

the lien of the General Mortgage Indenture upon all

property of the Company.

6.96% Series
7.15% Series
6.99% Series
5.65% Series
6.82% Series
4.75% Series

$

487,000.00
536,250.00
629,100.00
1,356,000.00
1,064,850.00
665,140.00

(6) Notes payable are payable to AWCC, bear interest as listed below, and
mature December 31, 2005 (renewable).

Payee

AWCC

Date of Issue

January 1, 2005

Interest
_Rate*

Variable

12/31/05
Amount

Outstanding

$9,307,934

* Interest is calculated at the LIBOR market index rate.
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Interest expense on outstanding notes during the period January 1, 2005

through December 31, 2005 amounted to $183,637.

(7) The other indebtedness of the Applicant, as shown on its Balance Sheet
annexed hereto and marked “Exhibit A — Schedule 1” consists, as of
December 31, 2005, of current and accrued items on which no interest is

payable.

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

follows:

12 Mos.
Ended
December 31

2001
2002
2003
2004
2005

12 Mos.
Ended
December 31

2001
2002
2003
2004
2005

Common Stock

Rate per
Share

$ 3.06
3.01
2.17
1.22
1.10

Average
Number of

Shares

1,567,391
1,567,391
1,567,391
1,567,391
1,567,391

Amount

$ 4,796,216
4,717,847
3,401,238
1,912,217
1,724,130

Cumulative Preferred Stock, Series B, 5 — %%

Rate per
Share

$ 5.75
5.75
5.75
5.75
5.75

Average
Number of

Shares

4,700
4,700
4,700
4,700
4,700

Amount

§ 27,025

27,025
27,025
27,025
27,025
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Cumulative Preferred Stock, Series B, 5 — 2%

12 Mos. Average
Ended Rate per Number of
December 31 Share Shares Amount
2001 $ 5.50 5,000 $ 27,500
2002 5.50 5,000 27,500
2003 5.50 5,000 27,500
2004 5.50 5,000 27,500
2005 5.50 5,000 27,500

Cumulative Preferred Stock, Series D, 5%

12 Mos. Average
Ended Rate per Number of
December 31 Share Shares Amount
2001 5.00 6,000 $ 30,000
2002 5.00 6,000 30,000
2003 5.00 6,000 30,000
2004 5.00 6,000 30,000
2005 5.00 6,000 30,000

Preference Stock, 8.47% Series

12 Mos. Average
Ended Rate per Number of
December 31 Share Shares 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
7
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(9) Applicant’s Balance Sheet as of December 31, 2005 and a statement of
Applicant’s earnings and expenses for the twelve months ended on such
date are shown on Exhibit A, Schedule 1 and Schedule 2, respectively,
which are annexed hereto.
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3500 ~— American Water Works Compang -
LO12BSYGP Kentucky-American Water-Co 1
001R Tota Ccmpan{ (USGAAP)
Comparative Balance S?ee
For the Period Ending 12/09/2005

Kentucky-American Water Co.

@

Descraption Year Year
ASSETS
Utility Plant
Construction work in progress
Accumulated depreciation
gtility plant acqguisition adéustment
Other utility plant adjustments

Sub-total Utility Plant 246.609,41 223,302,861
Non-Utility property 249,738 249,738
Other investments

rrent Agssets
Cash and cash equivalents
Temporary investments
Customer” accounts receivable 3
Allowance for uncollectible accounts
Unbilled revenues ) 4
FIT refund due froT asgoc. companies 2
Miscellaneous receivables
Materials and supplles
Other

] o LRDLIN

[+
(3]
[ ]
n

HUNDVED O

A ST o
MRHANUIR S

Sub-total 11,582,286

Deferred debits
Debt and preferred stogk 535,665
Expense of rate proceedlng 782,497
Prelim survey & invest charges 134,963
Reg Asset-income tax recovery 6,807,953
Other 357,347

S A e
© WIBNIBRLNKO

ESTNISTSINT N
SIQULBLIN

Sub-total 13,618,425 19,739,528

Total Asgets 272,459,864

[
0

CAPITAL AND LIABILITIES

Common Stock

Paid in capital

Retained Earnings

Unearned CompenSation

Reaccuired C/S & Accum Comp Inc

Total common equity

Preferred stock
Long term debt

Total capitalization

62,522,944

1,468,700
77,000,000

36,568,717
31.778
25,924,241

62,524,797

5,048,500
82,500,000

Current liabilities
Bank debt 7,99
Current portion of LTID 4,50
Accounts Payable 5,35
Taxes accrued J,85
Interest accrued 1,36
Customer depogitsg
Dividends declared
Other 5.945.034 2,578,112

52 Sub-total 28,018,337 12,335,501

[0 R NN U S SN BN IR P (RN o et et
FUOD3OS-LIN - O © SR LIN O

54 Deferred credits

5 Cugstomer adv, for construction 16,
[3 Deferred income taxes X ie,
7 Deferred investment tax credits 1,
g Reg,liab-inc.tax.refund thru rates g,
o] 6.

Oother .
Sub-total 6

62 Contributions in ald of construction 35,681,810 32,223,395
Total capital and liabilities 272,459,866 453,516,798
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Kentucky-American Water Co.

Descrxption

l OPERATING REVEHUES
Hatex
Sewar
Other
Management

J
4
5
§ Total Revenues

7 OPERATIONS & MAINTENANCE EXPEUSE
§ Labor

9 Purxchaped Water

10 Puel & Pawer

11 Chemicals

12 wWante Disposal

13 Managemant Fees

14 Group Ineurance

15 Pensions

16 Regulatory Expense

17 Insurance Other Than Group

10 Cuptomer Accounting

19 Rents

20 General Office Expense

21 Miscellaneous

25 Other Maintenance

Total Maintenance & Operationg EXpense

27 Depreciation

28 Amortization

29 General Taxes

30 State Income Taxes

31 Federal Income Taxen

32 Tax Savings Acquisition  Adjustmen
33 Total Cpernting Expenses

34 ytility Operating Income

15 OTHER INCOME & DEDUCTIOHS
3§ Non-Operating Hental Income
37 Dividead Income-Common

38 Dividend Income-Preferred
39 Interest Income

40 AFUDC Equity

42 M & J Miscellaneoun Income
43 Gain{Lossion Disposition

45 Total Other Income

45 Miscellaneous Amortization

December
Actual

3,567,605
28,358
135,275

4,727 e

408,630
31,020
169,975
131,750
13,047
762,487
139,429
66,340
30,091
38,737
115,972
2,883
514,571
1,013,444
214 783

655,718
40,477
307,287
§17,188
50,611~
1.

5,277,065

47 Tex Savings Acquisition Adjustment

48 Migc, Other Deductions
48 General Taxss

50 sState Income Taxes

51 Pederal Income Taxes

52  Total Other pDeductions

51 Total Other Income

54 Income Before interest Chargas
55 INTEREST CHMARQES

56 Interest on Long-Term Debt

§7 Amgrtization and Debt EXpense
58 Interest-Short Term Bank Debt

53 Other Interest Expenme

60 AFUDC-Debt

61 Total Interest Charges

62 et Income
64 Preterred Dividend Daclared

6

w

Net Income to Common Stock

American Water Hork3~Companmy
Kentucky-American Water-Ca 12
Total Company (USGAAP)
Income Statement Month & ¥TD
For the Period Ending 12/09/2005

December December
Plan Variance
3,650,058 282,453~

29,819 9,462~
109,521 23,854
3. 983 398 262,060~
339,561 63.069

27,566 3.454
207,702 37.807~
146,608 14,058~
14,161 1,114~
465,192 297,295
142,952 3.523-
71,970 5,630~
159,332 10,758
40,754 2,017~
95,771 44,201
5,192 i,639-
25,186 488,188
154,875 858,569
77.830 146,963
1,834,742 L 853, DSB
615,718 40,000
56,133 15,656~
252,496 54,791
190,005 447,180
174,631 225,242~
3,132,724 2 154,141

45,571 49,457 2,886~
937~ 2.221 3,158~
44,634 51,678
64 64~
8,77¢ 10,527 1.757~
22,588- 685~ 21,904~
112,944~ 2,667~ 110,277~
126, 763- 7,238 134,002~
171, 397 44,438 126,958
l 379, 130- 910.113 2,209,243~
426,629 394,867 31,782
6.073 §.003 64
37,168 32,154 4.812
13, 504- 23,592~ 4,008
450 364 409,538 40, BZE
L. 829 494- 500,575 z,330,063~
6,568 g, 725 32,161~
1,836,062~ 461, BAG 2,297,306~
ax snaz waon

Yr Lo Date Yr to Date ¥x to Date
D ber D 1 D December
Prior Year Actual Plan Variance
3,437,735 48,260,315 50,145,758 1,885,443~
B19 123,350 isa, 488 235,130~
77,430 1,735,954 1,115,508 620,346
3,515,984 50,119, 619 51 619 %84 1,500,235~
444,174 4,665,771 3,996,923 666,848
51,507 481,098 351,774 129,324
157.234 2,462,918 2,176,259 286,659
127,635 1,212,790 1,422,352 21%,563-
17,124 292,070 241,732 50,330
1,326,257 5,912,684 5,512,992 399,692
130,995 1,608,346 1,715,424 107,078~
£3,053 782,335 861,736 01,401~
4. 901 320,004 230,412 89.582
359,783 464,244 370,176 94,168
160,407 £,377,865 i,142.432 235,433
3,294 60,506 64,502 3,996~
21,495 913,427 360,704 552,723
365,017 7,839,665 2,380,778 5,450,887
£9, BB7 2,413,208 1,297,187 1.116,101
2 990,179 20,807, 111 22,135,384 8,667,727
567.876 5,813, 673 7,134,674 1,301,001~
58,760 693,166 673,596 19,570
397.851 2,758,877 2,319,248 439,631
36,900~ 1.001,477 L,201,927 200,450~
255,208- 1,864,648 4,746.276 2,881,631~
3.722, 558 1.743,046
7,100, 670 13,344,751 6 244,081~
436
13,291 346,533 529,733 183,200~
15,342 20,772 3¢.202 9;430-
8BS, 069 367,305 558,938 182,630~
64 760 768~
10,088 338,320 345,630 7,310~
2,652~ 22,229~ 26,006~ 3,777
11,352~ 111 145~ 101,227~ 9,918-
5.048 ZD( 954 213, 173 14 219~
EQ,DZI 162.351 340 762
122 553- 7,263,021 13, GES 513
425,988 5,368,817 4,987,372
6,548 77,198 76,436
1,162 171,802

~—- L
12/15/0s
00:24145
Yr to Date
Decenber Annual
Prior Year Forecast
41,372,116 50,145,758
38,932 350,486
1,043,633 :,115,608
42, 454 681 51, 619 854
4,930,258 3,998,923
496,743 353,774
1,946,055 2,176,259
1,228,405 1,432,253
160,801 241,732
6,135,381 5,512,992
1.559,089 1,715,424
7313.561 863,736
22,811 230,412
485,733 170,176
1,361,592 i,242,432
74,5989 64,502
411,401 360.704
2,958,304 2,380,778
1,239,645 1,297,187
23,725,139 22 139,384
6,655,415 1,114,674
709,018 £73.5%6
2,778,302 2,319,246
350, 069 1,281,927
1,196,459 4,746,276
35 414,419 3a, 275 103
7 040,262 13, 344 751
i,531
115,544 529,733
54,944~ 30,202
200,000
262,131 558, 535
771 758
344,753 345,638
21,100~ 26,006~
49,517~ 101.227-
234,307 218,173
340,762
13,685,513
4,987,372
16,436
171,802

252,650~

8,702,593 6,524,803~ 1. BDD 174 8,702,593

38, 711 79,074 464,748 384.874- 448,208 464,748

586, 848' 1,687,916 8,237,045 6,538,929~ 1,531,968 8.237.84;-
nansmRsnoacAeee LLLETTY ————
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LEXINGTON WATER COMPANY

TO

THE FIDELITY BANK,

as Trustee

INDENTURE OF MORTGAGE

DATED AS OF MAY 1, 1968

GENERAL MORTGAGE BONDS

EHTSH OF ALLEN LANE & SCOTT PHILABELPHIA
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INDENTURE, dited as of the first day of May, 1963, made by
and between Lexivarony Warne Coareaxy, o corporithion organized and
existing under the laws of the Commonwenlth of Kentueky (herem
after called the “Company™), onda o Piosrary Basi, o corpornfion
organized and existing under the faws ol the Commonwealth o Penn-
svlvama, as Trustee (hervemalter ealled the “Trustee™).

Winkneas, the Company deems 1t necessary Lo horrow money from
fime o tme to refund ils obligalions and for other corporaie purposes
and to issue it bonds therefor, and to mortgage and pledge s
properly to seceure the paviment ol said bonds, and to that ead has
dhiely authorized and diveeted the assue of s honds, Trom time o
tine, not thinited in aggeegate principal amount exeept as heremaftoer
provided, to he designated zenerally as s “General Morlgage Bonds,”
fo be issued tnoone or more series, all sueh bonds to be autheniieated
by the certifieate of the T'rustee and the bonds of each series to bhear
such date or dates, o mature on such date or dates, to hear mierest
at such rate or rates, and to contain such other lerms and provisions
as are required or permitted by this Indenture; and

Wikrkas, the bonds of the 73¢% Series due July 1, 1993 (herein
after ealled “bonds of the 73590 Sertes™) and the Trustee’s anthenticn
tion eertificate upon siid honds are to be substantially in the vespeeiive
forms set forth m lxhibit A hereto, whieh Bxhibit s hereby incor-
porated o and muade a part of this Indenture as if set forth in 'l
in the body hereof, the proper amount and numbers of such honds
to be jonserted therein, the referenee therein to a Prior Mortgage to
he omilted if inapplicable, and such other appropriate insertions.
omissions and changes to he made therein as may be aunthorized by
the Board of Dircetors of the Company to express the terms and
conditions apon which said bonds of the 734% Scries are issued as
required or permitled by this Indentorve; and

Whsneas, the Board of Divectors of the Company has determined
that the initial 1ssue of bonds wnder this Indenture shall he o
Million and Three llundred Thousand Dollars ($1H300,000) principal
amount of bonds of the 7305 Series (which honds of sad Seres in
said principal amount aue hereinadter ealled the “Initial Tsoe ) s and



- ;o

Wirreas, the forms of bonds of all series other than the 0300
Series and the Troastess anthenGeation certifieate thereon ave Lo be
set forth in the supplemental indenture eveating such series, sueh
forms to be consistent with the provisions of Seetion 105 of ihis
fndenture and (1o the extent applicable) the Torms sel Forth i
Fxhilnt Vv and

Wiiknrinas, the Company warrants and represents that all things
necessary to madee sabd bonds, when duly exeented by the Company
and authenticaded and delivered by the Trustee and dssaed by the
Company. the valid, binding and Jegal ohbligations of the Company,
entitled 1o ibe henefits and security of this Indenture, and 1o make
this Tondenture a valid, binding and legal instrument tor the seeurits
ol {he bonds to be issued hereander, in accordance with their ferms,
have been done and performed, and the issun of the bonds of the 755 %0
Series as in this ladenture provided has been in all respects duly
authorized;

Now, rTreeerois, T Exoeyrags wirnessiern that the Company,
in consideration of the premises and of the acceptanee by the Trastee
of the lrusts hereby ereaded and ol the purchase and acceptanee of
said bonds by the registered owners thereol and of One Dollay to it
dulv paid by the Trustee at or helore the enseahing and delivery of
these presents, the receipt whereol s hereby neknowledged, and in
order to secure the payment of the principal ol and premium (1 any)
and interest on all bonds at any tine issued and outstanding here-
under, according to their tenor and effect, and the performance and
observance by the Company of all The covenants and conditions herein
and therein contained, and intending Lo be legally hound hereby, has
granted, bargained, sold, released, conveyed, assigned, transferved,
morteraged, pledged, set over and confitmed, and by these presents
does grant, bargain, sell, release, convey, assign, transfer, morteage,
pledie, set over and conlitur unto The Fidelity Bank, as Trustee, and
fo its sieeessors i thie frust, and fo tiem and their assigns Torever:

A and singalar the premises, property, assets, rights and fran-
chises of the Company, whether now or hereafter owned, constructed
or asquired. of whatever character and wherever sitnated (exeept as

hercinalter expressiv exeepted). ineluding, among other thines, all
rieht, title and inGerest ot the Company inoand o the dollowing
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(exeepl as so exeepted), but relerence to or enumeralion of any par-
tieular kinds, elasses or flems of property shall nolt be deemed to
exchnde frow the operalion and effeel of this fndentnre any kind, elass
or Hem not so referred to or ennmeraled:

Rearn Fsrare.

Al real property, wherever sifuate, and mterests in or relaling
fo real property, whether now owned by the Company or hereafter
acemived by i, meluding, without Ihniting the generidity of the Tore
going, all those preces or pareels of Tand more particolarly identified
i doxIniat Bohereto, which Exhibit is herehy meorporated in and
made a part of this Granting Clase as il set Jovth hevein i full,

.

JulLnines AND Bouiraenr,

Al buildings, improvements, standpipes, reservoirs, wells, flumes,
shaiees, eanals, basins, eribs, machinery, maing, condaits, hvdrants,
pipes, pine hnes, serviee pipes, wider works plants and svstems, tanks,
shops, structures, purilication systems, pumping stations, fixtures, en-
gines, hotlers, puomps, melers and equipment (including all improve-
ments, additions and exfensions appurtenant {o any properly hereby
conveyed) whether the gsame or any thercol are now owned or may
hereafter be acquired by the Company.

111

IPramcuises anp orner Ricors

AN corporate and other [ranchises, all water and lowage rights,
riparian rights, easements and rvights-ofawvay, and all permits, icenses,
rights, grants, privileges and imnnmities, and all venewals, extensions,
additions or modifieations of any ol the foregoing, whether the same
or any fhereof, or any renewals, extensions, additions or nodifieations
thereof, are now owned or may hereafter he acquived, owned, held or
enjoyed by The Company.



AT

orroen Proeerny Casvevin 1o Tuosee

AU property which may Trom time o fime alter the date of this
Indentare he delivered, o which mas by writing of any kind be con-
visved) pledeed, assigned or transterred, to the Trostee by Lthe Come
pany or by any person or eorporation to he held as part of the trast
estade, as hereinafler defined; and the Trustec s hereby anthorized to
receive any such property, and any suel convevanee, pledge, assign-
ment or fransfor, as and tor wdditional seenritty herennder, and o
hold and apply anyv and Al such properiy sabjecl to and in necordane
with the terns of this Indenture.

V.
Ortrere Proverey.

Al other properiy, veal, personal and mised, whelher or not here:
mahove spectfically deseribed, which the Company now owns or may

herealter aeguire.

Tociener wirn ol and singular the tenements, hereditaments and
appurlenances belonging or i oany wise apperfaming fo the aforesaud
property, vighits and Pranchises or any part thereotl, with the reversion
and reversions, remainder and remainders, and, {o {he extent per
mitted by Taw, all tolls, rents, revenues, ssues, meome, product and
prolits thereol, and all the estate, right, title, terest and elaim
whittsoever, al Taw as well as in equity, which the Company now has
or may hervalter acquire in and to the aforesaid property) tights and
Franchizes and every part and parceel thereol.

SAVING AND EXCRPriNG, rowkver, ftom the property herehy mort-
gazed and pledged, all ol the Tollowing property (whether now owned
ar herenfter acquired by the Company) o A bills, notes and aecounts

coecivable, eash on hand and in bank, contraels, choses in aclion and
leasies o others (as disfinel Trom the property so leased and without
Bmitme any rights of e Prustee with respeet thereto under any ol
the provisions of this Indentire), all bonds, obligalions, evidenees of
indebtodness, shares of stock and other scenrtties, and certificates
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or cvidences of inferest therein, all office furnitare and equipment,
motor vehicles and tools, and all equipment, materials, goods, mer-
chiandise and supplies acquired for the purpose of sale in the ordinary
ecourse of business or for consumption in the operation of anyv prop-
erties of the Company—other than any of the foregoimg which at any
time iy he speeifically transferred or assigned to or pledged or
deposited with the Trustee hereunder ov required by the provisions
of this Indenture so to he; provided, however, that if, upon the hap-
pening of an event of default as hercinalter in this Indenture defined,
the Mrastee or any receiver appointed hereunder shall enter upon
and take possession of the mortgaged property, the Prustee or such
receiver may, to the extent permitted by law, at the sane fime like-
wise lake possession of any and all of the property deseribed in this
paragraph then on hand which s used or useful in connection with
the utility husiness of the Company, and use and administer the same,
to the extent permitled by Taw, to the same extent as i sueh property
were part ol the mortgaged property, unless and until such event ol
delnudt shall be remedied or waived and possesston of Lhe mortgaged
property restored to the Company, its SUCCESSOTS 01 assigns.

Suparer, vnowevier, lo the exeeplions; rveservations and maliers
recited hereinabove and in Fxhibit B hevelo; to existing leases and
terure of any present oceupants; to Permitted Knewmbranees; and
to the prior lien and all the provisions of the Prior Mortgage, il any
Prior Mortgage is deseribed in Article XVI of this Indenture.

To nave anp 1o morb all said premises, property, assets, vights
and Iranchises granted, bargained, sold, rveleased, conveyed, frans-
ferred, assigned, mortgaged, pledged, set over or confirmed by the
Company as aloresaid or intended so to be (sald premises, properly,
assels, rights and franchises being hevein sometimes called the “trust
eslate” or “mortgaged property” or “morlgaged premises”), unto
the Trustee and its successors in the trust, and to them and their

assigns forever;

I vrust, severrneness, upon the tenms and trosts herein sel
forth, for the equal and proporfionate henefit and seeurity of those
who shall own the bonds issued and to be issued hereunder, ov any ol
them, without preference, priority or distinetion of any of said bonds
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over aoy others Thereol b reason of priordy in the e of the ssue
o1 neeobinbion fhoreol o By reason of the dade or madareiiy thereolt, or
For amy ofher reason o badsee cps so that all bonds af any e ssued
amd oulsianding wbor this Tedentore shall have the same right, Tien
ad preterence nder anel b vivine hereol, andd <hall all be equally
scemred herc by with Bike efteet as it they haud ol heen exeeuted, au
Hrenticabod aod delivered sinttineoushy on the dale hieveo!s provided
fhat The bhonds of dilevend seies may conbiin differend, terms and con-
ditiore than the howsds of other sevies i Hhe respeets sel Torth i Seetion
FO o thic badendores and provided, Curther, thal the Company may in
aus bndentine stapplemental fo this bndenture add to the condifions,
it ions, teshriciions, vovenanty and agreements of this fndenture,
i he manner el Jorth i elruses (a) and (O) of Section 1201 hereol,
ior the =ofe henehid of ans one or more sevies of bonds,

Proos mims by CovpRANTTLD, RRCELARED AND AGrEED, by and befween
the parties herelo, that all sueh bonds are to be dssned. authentiented
aned dediverad, and the all property subject or to become subject
hovelo s to be hield and apphied, subjeet to the Tuther covenants,
conditions, tses and brosts hereinafter set Torth; and the Company,
For disell and s s cessors, does hereby covenant and agree fo and
with the Prustee and its sneeessors i the frust) for the benelit of
Phinse who shall own =aid honds, or any of them, as follows:

VRTTCLE L

IPorar, Terats aNn Mxecuron o Bosbs,

Storox 1O The honds issuable hereunder anay, ff and when
anthorized by the Board ol Directors of the Company (hereinafter
ealled the “Board of Diveetors”), be issued in one or more series and
shadl be destignated generally as the “General Morigage Bonds” of
the Company, Hhe bonds o eachi seties other than the 734% Series
shall lave snele fiother pavbieale designations as the Board ol Divee-

oy
i

fors may adopl for sueh series, and each bond issued hercunder
shadl hear upon its iace the dezignation so adopted for the series to
which it helong=. AL sueh tuoe as the Hen of the Prior Movigage (if
any) =hall have been dolv eancelled and discharged, the General
Maortzage Bonds ol the Company shall thereapon be and become
nown as the Fiest Mertpage Bonds of the Company (with, m the
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case of outstanding bonds, otherwise identienl serial designations)
without any action required to be faken for such purpose hy the
Company or the Trustee.

AL honds of any one series al any thne simultancously out-
standing  hercunder shatl be ddentical in respeet of the date of
madurily (unless they are of serial malurities), the place or plices
ol picvinent ol the prineipal thereol and interest thercon, the inlerest
rafe (unless they are of seria) madurities) and inferest payment dales,
thie terms and rate or rates of redemption (unless they are of serial
maturities), if vedeemable, the provisions (if any) for a sinking,
purchase or analogous fund for the retivement ol bhonds of such
series, and the provisions (iF any) as to the pavment of prineipal
or iferest, or hoth, without deduetion for, or as to the reimbnrsement
of, faxes and (exeept Tor neeessary or proper variafions helween
honds of different denominations) as (o conversion, hut honds of
the some series may he of different. denommations and bonds of any
series other than the 784% Series may be of serial matneities and, il of
serial maturities, may differ with respeel fo maturity date, mterest
rate, and price and terms of redemption or payment prior to maturily.

Fixcept as may be otherwise specifieally provided with respeet to
a particular series of bonds in an indenture supplamental hereto) all
houds issued under this Indenture shall be issued only in the form of
registered honds without coupons and shall be exchangeable only for
registered honds without coupons of authorized denominations. Iach
holder of a registered hond without coupons issued under this Inden-
ture, hy accepting the same, waives any right to reeeive a coupon
houd in exchange therefor.

Seertox LOZ0 A series of bonds to be issued hercunder and
seenred herehy s heveby ereated, which shall be designated as, and
shall be distineuished from the bonds of all other series by the Litle,
“(reneral Mortgage Bonds, 73(% Series dne July 1, 1993 herein
ealled the “honds of the 734% Series)”” The aggregale prineipal
amount of the honds of the 734% Series 1s nol Jimiled exeept as
provided in this Tadenture,

The bonds of the 7353% Series shall be dated and shall bear
inlerest as provided in Section 1.05 (except that bonds of the 734%
Series dated prior to December 15, 1968 shall bear interest from their
date) aned <had] he due Jaly B0095, aned <hall bear interest nnbil madu-
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rity at the rate of seven awmd three cighibs per cenl (03450) pe
anmun, payable semiannually on the fiffeenth day ol Jane and the
Glteenth day of December in ench yveur, conmencing an the (fteenth
day of December, 1968, and the halanee of such inlerest al mabwity.
Interest shall he eomputed on the basis of a 360 <lay vear ecomposed of
twelve SO-day months,

The principad of and the premiun (F any) and the mlerest on
the bonds of the 734% Servies shall be pavable at the principal office of
the Trusteo in the Cily of Philadelphin, Pennsylvima (or, if there be
astecessor trustee, al its principal office), in coin or currency ot the
Uintted States of Ameriea which ar the Uime of pavment s legal tender
for public and privatle debls.

The {exd of the honds of the 73.% Series and of the authentica-
Hon certifieate of the Trustee upon such honds shall be, respeetively,
substantially of the tenor and effect rectted with respeet thereto m
lixhibit A bercto (the velferenee thervin o o Prior Mortgage 1o he
omitted i inapplicable), and said bonds shadl be issued e denonmina-
{tons of One Thousand Dollars (FL0O00) or any mudliple thereof and
shadl be muubered conseceutively ARCD and upwards,

The honds of the 73456 Series shall be redeemable al
and on the eonditions staded in the form of hond of the 735% Senes
seb forth o lxhibit A herefo, any suele redemption to he effected in
accordance with e provisions ol Article TV of this Tndenture,

the price
A

Secerton 103, The bouds of any series other than the 734% Series,
al the election of the Board of Directors as expressed from the Lo thne
in one or more indentures supplemental hereto, may contain sueh terms
and conditions, notl inconsislent with the provisions of this Indenture,
as may he prescribed by the Doand of Diveclors, including withou!
finitation, terms and conditions with respeel to: (a) denominations,
(h) inferest rate or vates, (¢) time or bimes and place or places of
payment of principal and inferest, ¢d) pasment of principal or inter-
est, or hoth, withoul dednetion Tor. or with respeel (o reunbursement
of, taxes, (¢) redemption and redemption prices, (I) a sinking, pnue-
chase or analogous Tund aud the vetivement of sneh bonds by the op-
eration thereol or otherwise, (g) convertibility and (h) exchangeability,

Sterron FO4 AN the bonds ssued hercunder shall his executed on
hehalt of the Company by ifs President or one ol s Viee-Presidents
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and it corporate seal (whielh may he b faesiinile, if permitied by law)
shall be thereanto aflixed and atiested by ils Seeretary or one ol ils

A

saslant Seeretaries,

In case any ol the offivers who shall have signed or sealed any
bonds or attested the seal thereon shodl erase o he sueh officers of the
Company before the honds so sivned and sealed shall have been
achiadby anthenticated or delivered Lo the Trastee or assued by the
Company, such bonds nevertheless nuny be anthentieated, delivered
and ened with the same Tovee and effect as thoueh the person or per-
sans who stened and seaded such honds and aftested the seal thereon
had not consed {o he such othieer or officers of the Company s and also
s =ueh homwd may he stgned and seaded and the seal thereon altested,
an helidl of the Company, by such persons as al the actuat date of {the
excenlion ol sueh bond shadl be the proper officers of the Company,
althougle at the nominal date of suwch bond any sueh persons shall
nel have been sueh officers of the Company.

Anv hond issued hercander mav bear sueh numbers, Tetters or
other marks of identilication or destegnation, and may he endorsed
with or have incorporaded in the text thereol sueh fegends or recitals
in respeet of bransterabibity and in respect of the bond or honds for
which it is exchangeabby, as may he determmed by the Board of Diree-
fors. with the approval of the Trustee, and ax may he required to
comply with the rates and regulations of any seeurilics exchange upon
which the honds are lited or are to be listed or to conform to any

ushe with respeet therefo.

Skcrion 105, Ixeept in the ease ol bonds issued pursuant fo
Seefton 110, every hond shall he dated as of the date of its authenti-
cation (except thal if any bond shall be anthenticated on any mterest
pavment date it shall he dated as of the day next Tollowing such
interest payment dafe). Exeept as otherwise provided i Seetion 102
with respect to the bonds of the 734% Series, every hond shadl beay
interest from the interesi pavment date next preceding the date of such
howd (or, if the date of such hond i prior Lo the first mberest payment
date For the honds of such sevies, then from o date Lo he preseribed
by the Board of Direetors amdd sct Torth in the supplemental indentnre
expressing the fenms ol bonds ol such series) o provided, however,
that upoen any transfer of honds or any assuanee (authorized by tas
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Indenture or any indentore supplemental hereto) of honds in exchange
or in substilntion for one or more bonds, o the Company at the fime
shall be o defaalt o the pavment of wterest on The bond or bonds
sirrendered on o such transfer, exchange or subsiitution the Trastee
shall endorse upon anv bond or bonds gssued npon sueh fraosfer,
exchange or subsGhation a legend to the effeet thar the same bear
mterest from o specified date, whiclh date shall be the Tast inlerost
pavient dide o whieh interest has heen pard on the hond or honds

so srrendered,

Seerion (06 The persan in whose name any bond shall be regis-
fered on the hooks of the Companay shadl he deemed and regarded as
the absolule owner thereol Tor all preposes of this Indenture; and
paviient of or on aceount of the principal ol and premina (i any)
and interest on anv sueh bond shiall be made only to or upon the
orvder in writing, in form sabisfactory fo the Company and the Prustee,
of sueh registermt owner thereof, hut suel registration may be ehangoed
as provided herein, Al sueh pavinents shall he valid and effectual to
satisfv and discharge the Hability npon sueh bonds 1o the extent of the
S o1 suns so pidd,

Secrron 1O7. Anyv bowd may be branslerred or exehanged upon
surrender thereol for eancellation af the offiee or ageney speciliod for
such purpose o such bond ar in this Indenfure or any indenture sap
plemental hereto with respeet {o honds of the parvtienlay series, aecom.
panied by sueh dulv execufed instruments of bransfer as may be re
quired by the Cowpany and the Prastee, and thereapon the Company
shall issne in the name of the transleree or Lransterees or i dhe name
of the persen making the exclinge, as the case may he, and the
Trustee shall anthentieale and deliver, & new bond or honds of ihe
same series and madnrity, o aonthorized denominations, lfor a hike
aggregate principal amount and hearing inferest from the last inferest
pavment dafe fo which interest has been paid on the honds sor.
rendered. The Trusice shall forthwith caneel all bonds so survendered
and, on the written request of the Company, deliver the same to the

Company

Fvery exehange or transter of bonds under the provisions of
this Arbicle T oshall be ofTecied mosaeh manner as may be proseribed
by the Company, with the approval of the Trasice, and as mav he
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required to comply with the voles and regulations of any securilies
exehange wpon which the honds soe Tisted or are {o be listed or
to conform o any gsaee with respect theretos The Company shall
not be required to make exchanges or fransfers ol any bond under
any provision of this Artiele T during o pertod of fifteen (15) days
next preceding anv anferest paviment date or alter the determmation
by the ‘Prostes pursiant (o the provisions ol Seeton 4.02 hereof thad
such bond or a porlion thereol s o he ealled Tor redemption, or after
the first manhing of volice of redemption of such hond, anvthing in such
hond to the contrary nobwithstanding.

Hpon any such exchange or transfer of honds, the Company may
requive the payinent of sueh veasonable charges therelor, not exceed-
g Pwo Dolbes (52) Por eacls hond issned, ses it may deeny proper,
the pavment ol which, fogether with any faxes or other governmental
charges reguired to be paid with respeel To sueh exehange or fransfer,
shadl Be newde by the pavty reguesting the same as o condition
precedent Lo the exereise of the privilege of sneh exehange or transfer

Srorion LOS) Inocaze the Company, pursaant fo the provisions ol
Article X, shall be consolidated with or merged info any other corpo-
rotion, or all or substantially all of the mortgaged property as an
entirely or substantially s an entirely shadl he eonveyed or frans-
Ferred, subject fo the lien of this Indentuve, and the suceessor corpo-
ration resulting From sueh consolidation, or info which the Company
shall havve heon mereed, or wineh shadl have recerved a0 convevanco
or transter as aferesaid, shallt have exeeuted with the FPrustee and
cansed fo e recorded an denture pursnant to the provisions of
Article N, any honds issued under this Indenture prior to such con.
solidation, werger, convesance or ransfer wmay, Trom bime to Thne, al
the request of the snceeszor corporation be exchanged for other bonds
of the siune sories and matidty, exeented in the name and under the
seal of Hhe sneressor corporafion, with suel changes o phiraseology
amd form s oy be appropriate bat in snbstanee of hike tenor as the
honds surrendered Tor such exchange, and of ke primeipal amonnt;
and the Trustee, upon the veiqaest of the sucecessor eorporation, shall
aunthentieate bonds as specified o such regaest for the purpose of such
exchangee aond shall deliver suel bonds wpon surrender of the bonds so
fo bhe exchaneed thevetor A bonds <o surrendered shall e accom
panied by owritben instruments of bransier dulv exeented by the regis-
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teved owner or his dob authovized attorney, if deened neenssary by
fhe Treustee, The Trostee shall forthwith eanesl adl bonds =0 sure
rendeved amd deliver the zame io the sueeessor corporvation on ity
writlfen vequest, A bonds so execuded i the name and nnder the seal
of the sneesssor corporation and awthenticated and delivered shall in
all respeets have the same Teand rank sond security as the honds exe-
cuted in the name of the Cowpaony and soeremdered npon such os
change, wiltl like effeel as if the bonds so exeeuled in the name of fhe
steeessor corporadion nd hoen dssued, anthentiented and dehiverid
hereunder on the date hereof.

The Company covenants and agrees that, 1 additional bonds of
any pithientnr series of which bonds ave af the thne onlstanding shall
al any time be issued in ooy new name, the Company will provide Tor
the exchange ol any bonds of suneh series previously dssued, al the
option of and without expense Lo the registared owners thereot, for
bonds tssned i sach new name

Srevton LOS Hintil delinifive honds of anv series are veady for
debivery, the Company mav exeente and, upon request ol the Company
mowriling, the Trastee shall anthenticate and deliver in liew of any
thereol, and subiject 1o the same provisions, nmifadions and condilions,
one or more lewporary Hihographed, typewritlen, mimeographed or
printed bonds, substantiodly of the tenor of the definitive honds i
Henw ol which sneh femporary bond or honds are issued, with sueh
privileces ol exchaneeability, in sueh denommation or denominalions
(whether ur nol of denominations anthorized Tor definitive bonds),
with appropriate omissions, variations and insertions, and in such
form (nol ineonsistent with the provisions of this Indenture or of
any mndentare supplemental herclo) as the Board of Directors ay
detormine,

The Company shall, without mnnecessary delay and al its own
expense, prepare, excente and debver Lo the Trustee, and thereupon,
npon e presenfation and sorrender of any sueh temporary bond or
bonds, the Trustee shall anthentieate and deliver in exchange therefor,
definitive honds of e same series and madurity, tor the same aggre-
gate prineipal amomt as, and v the anthorized Jdenominations indi-
eaded by the registered owners ol the femporary hond or honds so
surremlerad Pintil exehanged Tor delimitive bonds, sueh temporary

bond or bouds shadl he entiiled to the hen and henefit of this Inden
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fare. The Trustee shall Toribwithe esneel b feporary bonds so
surrendered and, on the written request o) the Company, deliver the
saune to the Company,

Untib definitive bomls are pemds bor dehivery) the registered
owner of any femporary hond or honds mav, with the consent of the
Company, exchanee the same, npon the surrender thereof to the Trus.
fee Tor caveellation, Tor o hike aveveeste primeipal amount o fompn
rary bonds of the smne series and maturity, inoany other authorized
desomination or denominations mdicated by hime The definifive honds
of cneh series shadl be ocneraved  hithooaphed o prinded, as the

Baonnrd of Direclors mav defenmine

Seorton LHY Upon veceipt by the Company and the Trastee of
ovidence salisfetory To them of e ownership of el the Toss, thelt,
destruction or mutilafion of any bond hereby secured and of mdemnity
sadisfaetory to them, and npon swrrender and caneellation Thercol il
muatilated, the Company ey exeente, and the Trstee may anthenh
cale and deliver, a new bond of the same series amd maturity ol ke
tenor in liew of such lost, stolen, destroved or mudilaied hond. Such
new hand, in the dizsevetion of the Company, may bear the same serial
number as the lost, stolen, destroved or mubiladed bond an hien of
whielh it is issued (in which case the pew bond nay he marked
“Daplicate” or he otherwise distinguished) or o different serial num
ber, and may hear such endorsement as may be preservibed by the
Companv, with the approvad ol the Trustee, and as may he requared
to comply with the rules and regulations of anyv seeurities exchange
apon which the honds are listed or are to be histed or o conform to
any usage with respeet thereto. The Company may requive the pay-
ment of a s sufficient fo renoburse ib and the Trustee for all
expenses in conneciion with the dssue of each new bond under thas

Seetion L

Seortox L Subjeet to the qualiiienitons herveinbefore set forth,
e honds 1o he issued heyemnder and the Trostee’s authentication
cortificate upon sueh bonds shafl he substantially ol the tenor and
offec! hereimbefore recited, and no hond shadl he sccured hiereby or
entitted to the henefit hiereof, ov shadl he or beeone valul or obhgatory
jose, mnless there shall e endorsed thereon an anthent

for any pury
pation cortificate, substantally wmospch Torm, doly exvented by the
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Trustee; and such anthenticadion cevitfieate of the Trastee upon
auny bond shall be conelusive evidence and the ondy competen evidence
that sueh bond has been duly issued Leveunder and that the registored
owner thereof is entitfed to the benefit of the trost aud hen hereby

created

ARTLCHE 1)

Issom o Doxos

Srarron 200 This Indenture creates a confinning lien lo secure
the full and finad paywment of the principal of and anyv premunon which
may be due and payable on and the mferest on all honds which may,
from time to time, be oxeculed, anthenticnted and delivered hereunder
The agpregate principal amount of honds whiel may he so execnded,
aunthenbicated and delivered herennder s not hmited hereby exeept as
herein specitieadly sel vorth

Secron 2020 At any fime alter the excention and delivery of this
Indenture, and upon the delivery 1o the Prastee of an Opinion of

Counsel stating in suhslanee that all sneh action i the naduree ol

reenvding, rogistering or filing this Indentuve, financing statements
under the Uniform Commercial Code, or any other decnmends or
imstrments, in o sueh manner and inosueh places as may he required
by Taw in order fo estahlish, preserve and profeet the ien hereol) Tas
been taken, and speetlving the details of sueh aclion, the Tnifial fssue
of honds under this Indenfure, as heremabove deserihbed, may he
excented hy the Company and delivered to the Trastee, and the

Trustee shall thercupon authentiente and deliver said honds to or

upon the written order of the Company.

Seeron 2030 Whenever requesfing the authenbicabion and deliv

ery under this Article Hool any honds issuable hereunder, the Com

pany shall (except in the case of bonds issuable under Seclion 2.02)
Furnish the Truslee, in addition to any other instroments claewhere in
this Arvtiele 1T required, the following -

1A Certified Resolidion requesting the Trostor fo mthen
tieate and deliver bonds, specilving the sevies, madarity or (0f
v Sl .
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honds of sneh series e ol seriad maturities) maturities and
principad amoint of suelc bonds to be anthenlicated and delivered,
aud niwing the person or persons to whom or upon whose order
such bonds shadl be delivered,

2o I ease Ahe honds To be aunthenticated and delivered are
of any sevies not theretofore ereated, an denture supplenental
hereto (aceompanied by o Cerlified Resolution authorvizing such
supplemental mdenture) designating the new series to he ereated
and presevibing, with respect fo the bonds of sueh series:

() the date Brons whieh bhonds dated prior to the first
interest payviment dade Tor the honds of such series shall hear
mferest;

(by the amownt thereot ) 1 honted;

(¢) to the extent determmed by the Board of Directors,
the Torm o forms and the anthorized denominations thereof';

() the date oy (F of serad maturities) dates of maturily
thereol;

(e) the place or phuees where prinerpal and inferest are
fo be paid;

(I} the rate or (if of seriad maturibies) rates of interest
and the date frow which, and the date or dates on whieh,
interest s pavable;

() provisions (10 anv) as fo pavment of prineipal or m-
ferest, or bhoth, withont deduction for, or as 1o reimbursement
of, {axes;

(h) provisions {0 any) s Lo redemplion;

(1) provisions (i anv) tor o sinking, porchase or analo-
pous fund for the retivement of honds of sueh series;

(1) provistons (i anyv) as fo convertibility;

(k) provisions (i anvy as to exchangeability;
() any other pahnukos pecessiry to o deseribe and de-
fime suele series wiibin the provisions ad Timitations o this

Indenture;
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(m) oany other provisions and agrecments i respect thereot
which may be Tor the sole bennlit thereol as provided or per-
mittled v this Trdentiees andd

in) the text of the honds of sueh series,
AN honds of anv such series which mny b exeeuted, au-
thenticated and deliverad hereunder shadt substantially conform
to the provisions ol such supplemental mdenture

S0 Kither (2 o eertilicale or other officinl document con-
stituting evidence of the aathorizabon, approval or consent of
any govermmental body or bodies af the tine having jurisdiction
i the premises Lo the issue of the bonds applied for, together
with an Opinion of Counsel that the same constitutes suffieient
evidence thereof amd thal the anthorizabion, approval or consent
of mo other vovernental hody s requived; or (h) an Opinion of
Counsel thal no authorization, appioval or consent of any govern-

mental hody is required

IoAw Opinton of Covmsel that adl istrioments Tarnished the
Trustec conlorn fo ihe requitements of this udentore and con
stitnte sufticient anthority heveunder for it to authenticale and
detiver the bonds applicd Tor; that all Taws and requirements in
respect ol the Toru and execention ol the supplemental indenture,
Hoanv is o oreguieed, aned the authentication and delivery by the
Trustee of the bonds applied for have heen complied with; that
the Company has corporate power lo issue such bonds and has
faken all necessary corporale aclion Tor tha! purpose; and that
the aathentication and delivery of the bonds applied for will not
make the total amount of indebtedness of the Cowpany, as
staded in the accompanying cevlibicate provided for in para-
eraph D of (his Secetion 205, exceed the imit of indebtedness of
the Company fived by ils stockholders or by Taw, or that there is
wo bimit ol indebtedness of the Cowpany then fixed by the stoek-
holders or by Taw.

o tindess the Opimion o Counsel provided Tor in the fore-
cotne paoagraph 4 shall stade that there s no Himit of indehted-
of the Company then fixed by its stockholders or by Law, a

e

cortilicate of the Preasorer or oan Vstant Treasurer of the




Conmpany =lading Ut ithe total amount of indebtedness ol the
Company, inehiding the prinetpal amonnt ol the bonds outstand-
ing hereander aud ihe bowds applied Tor, does not exeeed o
principal swount which shall he specilied in sueh certificate.

Section 2040 I addition to the honds anthorized to he issued
prrsuant. to other provisions of this Arhele T the Company may
From time fo e hereatfer, upon complianee with the provisions of
Section 203 and the provisions of (his Section 204, exceule and deliver
fo the Trastee, and the Trustee shadl theveupon authenticale and
deliver to or upon the wettten order of {hie Company, bonds herehy
seenred For an agererate prineipad ovount which, when added to
the prineipal amonnd of Jonds ontstanding under this bndentlare
amed e prineipal amount of ol other ondstanding Long Term Debt
of The Company, will nol oveesd 65%¢ of the Total Capitalization of
the Company, all as evidenced by a Capitadization Cerlifieate prepaved
and compuled inoaceordanee with pavagraph b oof this Section 2.04
hereinhelow Bonds shadt be sthienticided and delivered by the Trustee
pursnant to (his Seetion 200 only upon rveceipt by the Trustee, in
addition to the resolutions, opinions, certificates and lostruments pro-
vided forin Seetion 2.03, ol the following:

oA cortifiente (heremafter o this Indenture somelnmes
alled a “Capitalization Certificale”), signed by the Presudent or
a Viee-President and by the Treasurer or an Nssistant Treasurer
ol the Company, setling forth the Following on the basis of the
bhalance sheel ol the Company as at the end of its lasi fisead
guirter ended al leasi sivty dayvs before the dale on which the
Coertifieate s delivered (provided, however, that ] ealealations
in a Capitalization Certifiente (1) shall give effect to any changes
o indebiedoess or eqguily securities of ihe Company that are
accomplislodd bhelween the dade ol such halanee sheel and the thnme
ol the action under this Tadenfire o connechion with whielr the
Capitadization Certifieate s delivered, (i) shall except from Loug
Torm Bebt of ihe Company any thereot” for the pavment oy
redemplion of which moness o the neeessary amount have heen
trrevoeahiv set aside i brost by the Company or depasited with
the 'Prastee or with the trusiee o ofher holder o & morfgage o

other Tien seceuring any sueh Bong Torm Debt, and (i) o neaking
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all ealeulaiious of surplus, <hall ke no additions Tor any eredits
Lo sneplos wade after e 30, 1967, Tor the write-up ol any
amael, and shall wake e dedoeiions Tor any eharges fo sinrplas
mrade alter June 30,1967, Tor the write down or write-olt af fhe
excess ol the carrying vadue of any propertics over the originad

cost ol such properlies when fust devoled o public nse) -

(o) the aggregate principad sanonnt of bhonds onlstiuding
under this Indeninre;

(hy the aowreeade principal amount of ol ondstanding

Long Term Debt o the Company olher than (haf issued
under this Indenture;

(¢) the ageresate prinepal smount of the honds for the
anthentication wnd debivery ol which application &0 bheing
maude

(d) the total o the smus staled in subparagraphs (),
(hy and (e);

() the total of the par or staded value o all ontstanding
capital stoelk of The Company and all paad-in premoans
thereon;

(1) afl pard i sarphes, eapifal swoeplus, cioned sueplus
andd other surplns aecounts of the Company, whieh shall n
chide the equity ol the Company in the undisteibuled carn
s of cach subsidiary of The Company sinee the dale of ity
aequisition by the Company;

{g) the tolal of the sums skated in subparagraphs td),
(e} and (1), whicl shall be the Total Capitalizadion ot the
Company ;

(h) 6070 ol the Gotal Capitalization of (he Conproy

(1) that, after giving effeet Lo the issuanee of the honds
applied Tor, the agoregade prineipal amonnt ol adl onistand
ing Long-"Lerme Debl of the Company (as stated in subpara
graplh (d) above) will not exeeed 6355 ol tts Total Capifaliza
fion; and

(1) that, to the best of ihe knowledge and helief of the
signers, no debandl exists on the pacl of the Company o the
performance o anv ol the tenins or covenants ol the
Indenture.

AL
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2 such mmstruments ol convevanee, assignment and transfer
(iY suny) s may be neeessary o subjeet fo the Hen ol this Inden-
fure atl the night, ttle and interest of the Company i and fo
propeitics o the character deseribed in the granting elauses of
this Indenture as subjeet to the lien hereol and wiieh have not
previoushy been specifieally conveved, assigned or fransferred to
the Trustee.

Secrion 2000 In addition to the bonds aunthorized to be ssued
porsuant to other provisions of this Artiele H, the Company may
from thme (o Dime herealter, upon comphanee with the provisions of
Section 2000, excente and deliver fo the Trustee, and the Trustee shall
thevenpon anthenticate and deliver to or upon the wrillen order of the
Company, howds herely secured, apon the deposit wath the Trusiee
of an amount in eash equal to the wnonnt of the prineipad of the honds
so requested to be anthentealed and deliversd and npon receipt by
the Trustee ol a certifieate, signed by the President or o Viee-Presi
dent and the Treaswrer or an Asswstonl Treasurer of the Company,
stating that, to the best ol the knowledge and hehiet of the signers, no
defantt exixts on the part of the Company in the performance of any
of the terms or covenants of Lhis Indenture, Moneys so deposited shall
be held by the Thrustee as parl of the trust estate; and the Trastee
st pay over to the Company, ont of the moneys so deposited, an
amonni up fo the excess of 6556 of the Total Capitahization of the
Company over the aggregate principal amounl of all oulstanding
Bone Term Debt of the Company, upon receipt by the Trustee of a
written order of the Company and o Capitahzation Certificate pre-
pared aml computed in accordanee with paragraph 1 of Section 2.04,
except that, in place of the statement there preseribed for subpara-
craph (1), the Capitalization Certifieate debivered parsaant to this
Seetion 205 shalt state the amount to be paid over to the Company
povsiant hereto ad that such amount s not more than the exeess of
G50 of the Total Capitadization of The Company over the ageregate
principal suncunt of all ondstanding Long Term BDebt ol the Company.
Ay moneys deposited with the Trastee nader the provisions of this
Section 200 and noi withdrwn by the Company shall) at the reqguest
ol the Company, be applied by the Trustee fo the prochase or redemp-
tion of honds ssned herennder, i the manener and to the extent pro-
Vided i Seetion 6.00 and, i nol so apphiads shadl upon the happening
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of the conditions spectlied i Section GO, be applicd by the Trustece to
the purchise or rederaption of bonds issued hereunder, in the manner,
fo the extent and subject to the conditions provided in Seetion 6.04.

Seoerion 2060 In addibion to the bonds anthorvized 1o bhe issued
pursuand fo other provisions of this Article U the Company may
from time (o fime hevealter, upon complinnee with the provisions of
Seetion 2.03, exeente and deliver fo the Thrustee, and the Trustee shall
thereupon anthendticale and deliver to or upon the wrillten order of
the Company, bonds hereby seenred, upon the satisfaction, dischirge
and cancellation of, or for the purpose of paving, redeenung or re-
Findding, any honds theretofore ssued under any of the provisions of
this Indenture or under the Prior Movlgage (if any); provided, how-
aver, that no bonds shadl he authentieated and delivered in exeess of
the principal amonnt of the bonds so salisfied) discharged and can-
eaflod or so {o be paid, redecined or relunded; and provided further
that no bonds shall he so anthenticated and delivered on the basis of
honds satislied, discharged or caneellad prior to the tast date on whieh
any honds have heen aunthenticated and dehverad or moneys with-
drawn or property released under any provisions of {his Indenture
requiring a Capilalization Cerfificale to he delivered to the Trustee in
conneetion therawith, vnless sueh action could have heen taken under
such provisions if such bonds had heen oulstanding al such date; and
provided further that bonds shall be so authenticated and delivered
only upon receipt by the Trostee, in addition to the resolutions, opin-
ions, certilicates and instruments provided for in Secelion 2.03, of the
following:

. A Certitied Hesolution speatfying the houds theretofore
authenticated and delivered herveunder or under the Prior Mort-
gage (iIF any) which fawve been, or prior to or simultancously with
the authentication and delivery of such additional houds are to be,
salisfied, dischareed and cancelled, or Tor the payment, redemp-
tion or refunding of which such additional bonds are fo be authen-
tieated and delivered.

S Iither (a) (3) the honds speeified in the resolulion men-
tioned in paragrapl b ool this Seetion 206, cancelled (unless sueh

honds shall have been previousty eremafed by the ''vustee), or

1

(i1} in the case of honds theretofore authentieated and delivered
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under the Prior Morigage Of any), a eerbificate ol the Lrns.
tee therenndor fo the effect that the bonds specified in the resolu-
ton wmentioned in paragraph 1 ool this Seelion 2060 have heen
sidislied, discharged and cancelled, which bonds, in voch ense, shall
he equal in principal amount to the privcipal amouni of the honds
the authentication and delivery of whiel s requested on the hasis
thereol, or (b) in Hew of any or all o) the honds specified 1o sach
vesolution, or i hew ol sueh cortificate, respectively, (1) in the
ease of bowds theretolore authenticaded and delivered under ths
Indenture, an amount. in cash equal to the primcipad anmount, with
interest thercon fo malurity, of sueh honds, or, {o the extent that
such honds are subjeel to vedemplion and nolice ol redemplion
thereof shall have heen «duly given or provision safisfaclory to
the Prastee shall have been made therefor, equal to the redemp
tion priee ol suel bonds, nctudimg mterest thereon to the Jdate
fixed Tov vedemplion, or (1) 1 the ease of honds theyetotore
anthenticated and delivered nnder the Prior Moviges: (it any), a
cortificate of the {rustee thercunder Lo the effect that suelr an
amoint in eash hias been irrevocably deposited with sueh irostee
to effeel their redemption or payment al maturity aud, in ihe case
ol redemption, that notice of redemption has bheen duly given or
provision satisfaclory to sueh frostee has been made therelor,

300 vertifieate, signed by the President or o Viee Prosident
and the Treasmer or an Assistant Preasurer of the Company.
stating in substanee:

(a) that none ol sieh bonds was purvchased, panl or e
deemed by or through the operadiion of anv insurance provision
hercof or of the Prior Mortgage (if any), or with the proceeds
of the sale of or insurance wpon any property subjecl {o fhoe
Hien hercol or of the Prior Morvtgage (0F anv), or through ihe
operation ol any sinking, purchase or anadogous fand or any
other Fund established hereby or by the Prior Movtgace (ir
any), or pursuant to the provisions hereol or of the Prios
Mortgage (if any), or of any indenture supplemental herelo or
thereto, or by the appheation of any monevs pursaant to (he
provisions of Seetions 2,05, 506, 6.03 or G.O4 of tus Tadenture,
or pursuant to eqaivalent provisions of the Prio Morteaee

(1f any); and
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(h) ihat, to the hest of the knowledge and beliet ol The
signers, no defaull exists on the part of the Company in the
perfornimee of any of the terms or covenants of this Indenture

In the event of the deposit with the Trostee of moneys pursuant
(o the provisions of this Seetion 2.06, the Company shall, Trom time Lo
time, upon detivery to the Prastee Tor cancellation ol any of the bonds,
in respecl of which suel deposit shall have been made, be entitled fo ye-
ceive from the Trastee the monevs held by it in respeel ol sueh honds;
and all such bonds so deliverad to the Trustee shall be Torthwith can-
celled by it and, on the written request of the Company, delivered to
the Company. Al moneys deposited with the Trustee under the pro-
visions of this Seetion 2.06 shall, nuless so repaid to the Company, be
applied by the Trustee (o the redemption on or alter the redemption
dade or fo the payment al or afler matnrity, as the case may he, of the
honds in respect of which such moneys were deposited, hat only upon
presentation of the sae For sueh redemption or paynent.

Searon 207 Any of the hounds at any time issued under this
fndentire may from time fo time, at the request of the Company,
expressad by resolution of the Board of Direetors, and with the con.
sent of the registered owners of sueh bonds, be exchanged for bonds
of one or more other series issunble hereunder of an equal aggregate
principal amount, and the Truslee, upon the request ol the Company,
shall aathentioade bonds as specified in such request for the purpose
ol sueh exchange and shall deliver them upon surrender of the hond
or bonds so Lo be exchanged therefor, but only upon veceipt by the
Trustee of (he resolutions, opinions, certificates and imstraments pro-
vided for in Section 203 and of a certifieate conforming Lo the re-
quiventents ol paragraph 3 of Seetion 2.06 with respect to the honds
so surrendered and stating that, to the hest of the knowledge and helief
of the signers, no default exists on