
COMMONWEAI.TH OFKB~4TUCKY
PUBUC SERVICE COMMJSS~ON

21 1 SOWER BOULEVARD
POST OFRCE BOX 615
FRANKFORT, KY. 40602

(~O2)5643940

CERTIFICATE OF SERVICE

RE: Case No. 2000-189
KENTUCKY-AMERICANWATERCOMPANY

I, Stephanie Bell, Secretary of the Public
Service Commission, hereby certify that the enclosed attested
copy of the Commission’s Order in the above case was
served upon the following by tLS, Mail on July 21, 2000.

Parties of Record:

Honorable Herbert A. Miller
Attorney for Company
Kentuck ‘-American Water Company
2300 Richmond Road.
Lexington, KY. 40502

Honorable Lindsey Ingram
Attorney at Law
Stoll, Icennon & Park, LLP
201 East Main Street
Suite 1000
Lexington, KY. 40507 1380

Honorable David E. Spenard
Assistant Attorney General
1024 Capital Center Drive
Prarikfort, iCY. 40601 8204

Secretary of the Commission

SB/hv
Enclosure



COMMONWEALTH OF KENTUCKY

BEFORETHE PUBLIC SERVICE COMMISSION

In theMatterof.

THE APPLICATION OF )
KENTUCKY-AMERICAN WATER )
COMPANY FORAPPROVAL OF ) CASE NO. 2000-189
PARTICIPATION IN )
BORRO’~MNGPROGAM

ORDER

On May 5, 2000,Kentucky-AmericanWaterCompany(iKentucky-American”)filed

an applicationfor Commissionapprovalto participatein a borrowing program. This

programhasbeenmadeavailableto Kentucky-Americanthroughits parentcorporation,

AmericanWater WorksCompany, Inc. (‘~AmericanWaterWorks”). As aparticipantin the

program, Kentucky-Americanmust enter into a Financial ServicesAgreementwith

American WaterWorks Financing Corporation. On May 12, 2000, Kentucky-American

amendedits applicationto reflect thechangein the name of AmericanWaterWorks

FinancingCorporationto AmericanWaterCapitalCorporation(~AWCC~).

Kentucky-Americanseeksto enterinto this agreementin conjunctionwith eachof

AmericanWaterWorks’ subsidiariesaswell asAmericanWaterWorks. It is anticipated

that AWCC could obtain more advantageousfunding for the individual participantsby

utilizing theborrowing powerandcombinedborrowingefficiency of all of the participants

in theborrowingprogram.



AWCC, a wholly ownedsubsidiaryof AmericanWaterWorks, will obtain its funds

primarily from two sources.It will arrangefor asyndicatedbank credit line to provideshort-

term loansandit will registerits own debtsecuritiesfor salein the public marketby filing

ashelf registrationwith theUnited StatesSecuritiesandExchangeCommission,Based

on estimatedborrowing requirementsprovidedby eachprogramparticipantfor thecoming

yearaswell asfuture needs,AWCC will arrangeborrowingcommitmentsandborrowing

programsto providefundsnecessaryto meetthoserequirements.”

As aparticipantin the borrowing program, Kentucky-Ame~ricanwill obtainshort-term

and long-term loansfrom AWCC. Kentucky-American expectsto periodically issue,prior

to December31, 2005,securities in the form of notes or debenturesfor the purpose of

refunding/refinancing certain outstandingdebt in the aggregate principal amount of

$41,500,000. Kentucky-American alsointendsto borrowfundsfrom AWCC to financeits

construction program and the acquisition of other utility systems.

The Commission,having reviewedthe evidenceof record and being otherwise

sufficiently advised,finds that:

1. Kentucky-American’sentry into the Financial ServicesAgreementand

participationin theborrowingprogramwith AWCC is fora lawful objectwithin thecorporate

purposesof its utility operation,is necessaryand appropriatefor andconsistentwith the

“For a completedescriptionof the financialarrangementsbetweenAWCC andthe

AmericanWaterWorkssubsidiarieswho arepartiesto the FinancialServicesAgreement
andwho participatein the borrowing programandthebenefitsthatthesearrangements
confer,see~nois-~~erican WaterCorn any,DocketNo. 00-0306(III. C.C.May 18, 2000)
at2-5,



properperformanceof the utility’s serviceto thepublic and will not impair ‘its ability to

performthatservice,andis reasonable,necessary,andappropriatefor suchpurposes.

2. Kentucky-American’sproposedissuanceof securitiesin theform of notesor

debentures in an aggregate amount of $41,500,000 for the purpose of

refunding/refinancingexistingshort-termandlong-termdebtis reasonableandconsistent

with theperformanceof its serviceto thepublic andshouldbe approved.

3. The specificterms and conditionsof each issuanceunder the borrowing

program set forth in the Agreement are not known at this time. Therefore,Kentucky-

Americanshould be requiredto inform the Commissionof the terms and conditionsof each

issuancecoveredby the borrowing program.

4. Kentucky-Americanshouldobtain Commissionapproval prior totheissuance

of any security or long-term evidenceof indebtednessnot specifically set forth in its

application and included in the $41,500,000refunding/refinancing.

IT IS THEREFOREORDERED that:

1. Kentucky-American is authorized to enter into the Financial Services

Agreement with AWCC andto participate in its borrowing program.

2. Kentucky-Americanis authorizedto issuesecuritiesin the form of notes or

debenturesin an aggregateamountof $41,500,000from time to time prior to December

31, 2005for thepurposeof refunding/refinancingexistingshort-termandlong-termdebt.

3. Theproceedsfrom thefinancing authorizedhereinshallbe usedonlyfor the

lawful purposessetout in theapplication.
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4. For all securitiesorevidencesof indebtednessthat haveatermexceeding

2 yearsandthat areissuedunderthe FinancialServicesAgreement’sborrowingprogram,

Kentucky-Americanshallfile a reportdetailingthe termsand conditionsof the particular

securitiesissued. Kentucky-Americanshall includean analysisshowingthatthe interest

rate for thesecuritieswas the most reasonableunderthe circumstancesat the time of

issuance.This reportshallbe filed with theCommissionwithin 10 daysof thecompletion

of theissuance.

5. Kentucky-Americanshallobtainapprovalfrom the Commission prior to the

issuanceof any security or long-term evidenceof indebtednessnot specifically identified

in its application and included in the $41,500,000refunding/refinancing approved herein.

Nothing contained herein shall be deemeda warranty of the Commonweafthof

Kentucky, or anyagencythereof, of the financing herein accepted.

Done at Frankfort. Kentucky, this 21st day of July, 2000,

By the Commission

ATTEST:

Le~~ ExecutiveDirector


