
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF: )
)

APPLICATION OF KENTUCKY-AMERICAN ) CASE NO. 2012-00393
WATER COMPANY FOR ISSUANCE OF )
INDEBTEDNESS AND CONTINUED )
PARTICIPATION WITH AMERICAN WATER )
CAPITAL CORP. )

APPLICATION OF KENTUCKY-AMERICAN WATER COMPANY

Pursuant to KRS 278.300, Kentucky-American Water Company (“Kentucky American

Water”) submits this Application for authorization to issue indebtedness and for continued

participation in the borrowing program with American Water Capital Corp. (“AWCC”) and

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
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$595,053,849 (this number includes construction work in progress but excludes utility plant for

wastewater service) as of July 31, 2012.

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

$3,758,414 as of July 31, 2012.

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, In the Matter of:

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 AWCC and to

participate in its borrowing program. A copy of the Financial Services Agreement entered into is

attached as Exhibit No. 1. A copy of the Order dated July 21, 2000 is attached as Exhibit No. 2.

On March 30, 2011, Kentucky American Water filed an Application seeking approval for

continued participation in the borrowing program with AWCC in what became Case No. 2011-

00115 (In the Matter of: Application of Kentucky-American Water Company for Issuance of

Indebtedness and Continued Participation with American Water Capital Corp.). In that case, on

May 26, 2011, the Commission issued an Order authorizing Kentucky American Water to
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continue its participation in the borrowing program with AWCC. A copy of that Order is

attached as Exhibit No. 3.

6. The May 26, 2011 Order also authorized Kentucky American Water to issue

securities in the form of notes or debentures in an aggregate amount of $26,900,000 from time to

time prior to December 31, 2012 for the purpose of refinancing short-term and to meet other

internal cash requirements. Pursuant to that authorization, Kentucky American Water now has

stock and debt outstanding as shown on the financial exhibit attached as Exhibit No. 4 in

accordance with 807 KAR 5:001 Section 11(2)(a).

7. Kentucky American Water has conveyed certain property, lands and premises

described therein to U.S. Bank, National Association (formerly Wachovia Bank, National

Association, formerly 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 August 1, 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



4

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 1, 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 were attached to Kentucky American Water’s

Application in Case No. 2006-00418 and are incorporated by reference pursuant to 807 KAR

5:001 Section 11(2)(b).

8. AWCC is a wholly-owned subsidiary of American Water and is a corporation

organized under the laws of the state of Delaware. On November 21, 2006, a $700 million

Commercial Paper (“CP”) Program with a committed revolving credit facility backstop of $800

million, (collectively, the “Working Capital Facility”) was approved and implemented. On

December 18, 2008, an additional $40 million was committed to this line, bringing the total

available line to $840 million. The Working Capital Facility will be used by AWCC to fund the

working capital needs of its regulated Business Partners, Parent Company, and the American

Water Works Service Company. The maximum total available credit with AWCC for the above

entities is $840 million. $150 million of the committed revolving credit facility is available for

letters of credit. 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 American Water Works Company, Inc. A

copy of the Certificate of Incorporation of AWCC is attached as Exhibit No. 5.

9. As Exhibit No. 4 shows, as of July 31, 2012, Kentucky American Water had

outstanding short-term debt in the amount of $10,908,133 payable to AWCC and nine 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
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$9,000,000 due June 1, 2028; (4) 6.593% series in the amount of $47,000,000 due October 15,

2037; (5) 6.870% series in the amount of $3,100,000 due March 29, 2011 (annual sinking fund

of $3.1 million); (6) 6.250% series in the amount of $45,390,000 due June 1, 2039; (7) 5.625%

series in the amount of $26,000,000 due September 1, 2039; (8) 5.375% series in the amount of

$26,000,000 due June 1, 2040; and (9) 5.050% series in the amount of $20,000,000 due October

15, 2037.

10. It is anticipated that Kentucky American Water will require five permanent long-

term debt financings before the end of 2014, the first of which is planned to occur in November

2012 by the issuance of $8,000,000 of new long-term debt. Anticipated additional long-term

debt issuances include $3,000,000 in March 2013, $3,000,000 in November 2013, $3,000,000 in

March 2014, and $3,000,000 in November 2014. The sum total of these financings is

$20,000,000. All the proceeds from these financings will be used to refinance short-term debt

necessary to (i) fund construction expenditures, and (ii) meet other internal cash requirements.

11. The long-term debt issuances discussed above will be required to reduce short-

term debt at the time of their respective issuances. In order to continue to maintain a reasonable

relationship of long-term debt to common equity, Kentucky American Water anticipates infusion

of additional equity (via paid-in-capital rather than issuance of additional shares) of $4,000,000

in December 2012, $2,000,000 in 2013 and $2,000,000 in 2014 by its parent company, American

Water Works Company, Inc.

12. The maturity of the long-term issuances via AWCC will not be more than 50

years from the nominal date of issue, with the expectation that the maturity dates may be

anywhere from three 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 on the
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same dates as AWCC must pay its corresponding interest payment on the borrowings from

which the proceeds of the loans to Kentucky American Water will be derived. This is expected

to be monthly, quarterly or semiannually and is subject to final negotiation. The securities

evidencing the long-term indebtedness will be at market or lower than market all-in cost.

Similarly, the security will have similar terms with that issued by AWCC.

13. Kentucky American Water seeks approval for its continued participation in the

AWCC borrowing program and for authority to enter into contracts, including one or more loan

agreements, so that it may obtain the funding it needs prior to December 2014 at less cost than

would be otherwise available and so that it may be assured of a readily available source of funds.

The requested continued participation will allow Kentucky American Water to meet its long-

term debt needs (through December 2014) totaling $20,000,000 as described above.

14. Kentucky American Water’s participation in the AWCC borrowing program does

not preclude it from either borrowing from or obtaining financial services from any third party

that can offer a better competitive rate.

15. Kentucky American Water’s continued participation with AWCC 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.



7

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

authority contained in KRS 278.300, authorize Kentucky American Water to continue its

participation in the AWCC borrowing program so that the long-term financing needs described

in this Application can be met.

Lindsey W. Ingram III
L.Ingram@skofirm.com
STOLL KEENON OGDEN PLLC
300 West Vine Street, Suite 2100
Lexington, Kentucky 40507-1801
Telephone: (859) 231-3000

BY: _____________________________________
Lindsey W. Ingram III

Attorneys for Kentucky-American Water Company

010311.003026/4079264.1
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY-AMERICAN ) 
WATER COMPANY FOR ISSUANCE OF ) 
INDEBTEDNESS AND CONTINUED ) CASE NO. 201 1-001 75 
PARTICIPATION WITH AMERICAN WATER ) 
CAPITAL CORP. ) 

O R D E R  

Kentucky-American Water Company (“Kentucky-American”) has applied for 

authorization to continue its participation in the American Water Capital Corporation 

(“AWCC”) borrowing program.‘ By this Order, we authorize Kentucky-American’s 

continued participation in the AWCC borrowing program, and the issuance of securities 

in the form of notes or debentures in the amount of $26.9 million prior to December 31 , 

2012. 

Kentucky-American] a Kentucky corporation, owns and operates facilities that 

treat and distribute water to the public for compensation in Bourbon, Clark, Fayette, 

Gallatin, Grant, Harrison, Jessamine, Owen, Scott, and Woodford counties, Kentucky. 

It provides wholesale water service to Harrison County Water Association, Jessamine- 

South Elkhorn Water District, and the cities of Georgetown] Midway, North Middletown, 

Nicholasville, Versailles, and Winchester. It is a utility subject to Commission 

’ Kentucky-American filed its application on March 31 , 201 1. No persons have 
sought intervention in this matter. 

KRS 278.01 0(3)(d). 
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American Water Works Company ("American Water"), a Delaware corporation 

whose operating subsidiaries provide water, wastewater, and other water resource 

management services in 29 states and Canada, currently owns all outstanding shares 

of Kentucky-American stock. AWCC is a wholly-owned subsidiary of American Water 

and is a corporation organized under the laws of Delaware. 

In 2000, Kentucky-American sought Commission authorization to participate in a 

borrowing program that American Water made available to each of its s~bsidiaries.~ 

Under this program, each American Water subsidiary enters into an agreement with 

AWCC, a wholly owned subsidiary of American Water, for financial services. AWCC 

arranges for a syndicated bank credit line to provide for short-term loans and register its 

own debt securities for sale in the public market by filing shelf registration with the 

Securities and Exchange Commission. Each participant provides AWCC with an 

estimate of its future borrowing requirements. AWCC then arranges borrowing 

commitments and programs to meet these commitments. The liability of each 

participant in the program is limited to its individual debt. All loans to the program 

participants are unsecured. 

In support of its application in that proceeding, Kentucky-American asserted that 

pooling the borrowing requirements of American Water and its subsidiaries would result 

in lower capital costs. Because the issuance costs4 associated with debt instruments 

will generally remain constant regardless of the size of the issuance, the pooling of long- 

Case No, 2000-001 89, The Application of Kentucky-American Water 
Company for Approval of Participation in the Borrowing Program (Ky. PSC Jul. 21, 
2000). 

Placement fees and legal fees are examples of issuance costs. 

-2- Case No. 201 1-001 15 
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term debt requirements would produce a reduced pro rata share of issuance costs for 

the program participants. Kentucky-American further asserted that larger sized debt 

issuances in the public market produced more favorable terms because lenders of 

larger loans are able to share their risk with others. 

After considering Kentucky-American’s application, the Commission found that 

Kentucky-American’s entry into the proposed Financial Services Agreement 

(“Agreement”) was appropriate for its provision of utility service and authorized 

Kentucky-American to enter into the Agreement and to issue securities in the form of 

notes or debentures in the amount of $41.5 million prior to December 31, 200!L5 In 

Case No.’s 2006-0041 B6 and 2009-001 56,’ the Commission authorized Kentucky- 

American’s continued participation in the AWCC borrowing program. 

AWCC has in place a $700 million Commercial Paper Program with a committed 

revolving facility backstop of $840 million (collectively, the “Working Capital Facility”).8 

The $840 million Working Capital Facility will be used to fund the working capital needs 

of American Water, its regulated subsidiaries, and American Water Works Service 

C ~ r n p a n y . ~  Of the committed revolving credit facility, $1 50 million is available ta AWCC 

Case No. 2000-001 89, Order of July 21 , 2000 at 3. 

Case No. 2006-0041 8, Application of Kentucky-American Water Company for 
Continued Participation with American Water Capital Corp. (Ky. PSC May 8, 2007). 

Case No. 2009-001 56, Application of Kentucky-American Water Company for 
Issuance of Indebtedness and Continued Participation with American Water Capital 
Corp. (Ky. PSC May 29, 2009). 

Application at 4. 

-3- Case No. 201 1-001 15 
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for letters of credit.” AWCC has obtained funds from a syndicated bank credit line for 

short-term loans and from its awn debt securities, all with the support. of American 

Water.”’ 

Kentucky-American’s continued participation in the AWCC borrowing program 

will include support of the short-term debt issuances. As of February 28, 2011, 

Kentucky-American reported outstanding short-term debt in the amount of $1 7,282,015 

payable to AWCC.’* 

To refinance the short-term debt used to fund various construction projects and 

to meet other internal cash requirements, Kentucky-American plans two long-term debt 

issuances prior to December 31 , 201 2. To maintain a reasonable relationship between 

long-term debt and common equity, Kentucky-American expects infusions of additional 

equity from American Water in the form of paid-in capital. Kentucky-American’s 

projected financing and equity requirements for the calendar years 201 I and 201 2 are 

Projected Month of Debt 
Issuance or Equity Infusion 

May 201 1 
May 201 2 
October 201 2 

set forth in Table 1 below. 

Financing Equity 

$ 23.5 Million 
$ 3.4 Million -0- 

$ 6.532 Million 

-0- $ 1 .O Million 

I Table 1: Financina and Eauitv Reauirernents 

The Commission, having reviewed the evidence of record and being otherwise 

sufficiently advised, finds that: 

lo - Id. 

” -- Id. 

’* - Id. 

-4- Case No. 201 1-001 15 

KAW_APP_EX3_083112
Page 4 of 7



1 . Kentucky-American’s continued participation in the borrowing program 

with AWCC under the terms of the Financial Services Agreement that was executed 

with AWCC on June 15, 2000 is for a lawful object within the corporate purposes of its 

utility operation, is necessary and appropriate for and consistent with the proper 

performance of the utility’s service to the public and will not impair its ability to 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 $26.9 million for the purpose of refinancing the 

short-term debt used to fund various construction projects and to meet other internal 

cash requirements is necessary and appropriate for and consistent with the proper 

performance of the utility’s service to the public and will not impair its ability to perform 

that service, and is reasonable, necessary, and appropriate for such purposes 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 advise the Commission in writing 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 $26.9 million refunding or refinancing. 

-5- Case No. 201 1-001 15 
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IT IS THEREFORE ORDERED that: 

1. Kentucky-American is authorized to continue participating in the AWCC 

borrowing program under the terms of the Financial Services Agreement that it 

executed with AWCC on June 15,2000. 

2. Kentucky-American is authorized to issue to AWCC securities in the form 

of notes or debentures in an aggregate amount of $26.9 million from time to time prior to 

December 31, 2012 for the purpose of refinancing the short-term debt used to fund 

various construction expenditures and to meet other internal cash requirements. 

3. At least I 5  days prior to Kentucky-American’s issuance of any notes or 

debentures that have been authorized herein, Kentucky-American shall notify the 

Commission in writing of the proposed issuance. In this notice, Kentucky-American’s 

President and Treasurer shall certify under oath the amount of the issuance and that 

with this debt issuance the total amount does not exceed that authorized in this Order. 

4. For all securities or evidences of indebtedness that have a term exceeding 

two years and that are issued under the Agreement’s borrowing program, Kentucky- 

American shall file a report detailing the terms and conditions of the particular securities 

issued. It shall include an analysis showing that the interest rate for the securities was 

the most reasonable under the circumstances at the time of the issuance. This report 

shall be filed with the Commission within 10 days of the completion of the issuance. 

5. Kentucky-American shall obtain Commission approval prior to the 

issuance of any security or long-term evidences of indebtedness not specifically set 

forth in its application and included in the $26.9 million approved herein. 

-6- Case No. 201 1-001 15 
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6. The proceeds from the financing authorized herein shall be used only for 

the lawful purposes set out in the application. 

7. Kentucky-American's failure to comply with Ordering Paragraph 3 of this 

Order when issuing any security or long-term evidences of indebtedness as part of the 

AWCC Borrowing Program shall be deemed an issuance of a security or long-term 

evidences of indebtedness without prior Commission authorization and shall subject 

Kentucky-American and its officials to the penalties of KRS 278.990(1). 

Nothing contained herein shall be deemed a warranty of the Commonwealth of 

Kentucky, or any agency thereof, of the financing herein accepted. 

By the Commission 

ENTERED 

1 KENTUCKYPUBLlC 1 
SERVICE COMMISSION 

Case No. 201 1-001 15 
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FINANCIAL STATEMENT
OF

KENTUCKY-AMERICAN WATER COMPANY

(as of July 31, 2012 except where noted)

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

Preference Stock, par value $100 per share:

8.47% Series 45,000 Shares
Unclassified 85,000 Shares

Common Stock, no par value 2,000,000 Shares

(2) The amounts and kinds of stock of the Applicant issued and outstanding as of
July 31, 2012 are as follows:

Preference Stock, par value $100 per share:

8.47% Series 45,000 Shares

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

(3) 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,

KAW_APP_EX4_083112
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the Company may at its option redeem up to and including, but not exceeding,
four thousand five hundred (4,500) shares of the 8.47% Series at a redemption
price equal to the sum of $100 per share.

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

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

General Mortgage Indenture dated as of May 1, 1968, executed by the Applicant
to The Fidelity Bank (now US Bank), as Trustee, and supplemental indentures
thereto dated as of December 1, 1970 (as supplemented on 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 Applicant’s
total capitalization, which percentage is $230,173,051 as of July 31, 2012. The
amount of indebtedness actually secured by a lien on all the property owned or
hereafter acquired by the Company is $23,500,000. There are no sinking fund
provisions associated with the General Mortgage Bonds.

(5) At July 31, 2012, $23,500,000 in General Mortgage Bonds were issued and
outstanding.

General Mortgage Bonds:

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

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

Principal amount issued and outstanding:
GMB: Issued 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
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Date of issue (nominal date):

6.96% Series December 1, 1993
7.15% Series February 14, 1997
6.99% Series September 1, 1998

Rate of interest:

6.96% Series 6.96%
7.15% Series 7.15%
6.99% Series 6.99%

Date of maturity:

6.96% Series December 1, 2023
7.15% Series February 1, 2027
6.99% Series June 1, 2028

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

Interest paid during the 12 months ended December 31, 2011

6.96% Series $ 487,200.00
7.15% Series 536,250.00
6.99% Series 629,100.00

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

7/31/12 Interest paid
Interest Amount Maturity 12 mos. ended

Payee Date of Issue Rate* Outstanding Date 12/31/11

AWCC January 1, 2005 Variable $10,908,133 Revolver $72,584

* Interest is calculated at outstanding commercial paper average rates and at the
LIBOR market index average rate plus premium per the line of credit
agreements.

KAW_APP_EX4_083112
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7/31/2012 Interest paid
Interest Amount Maturity 12 mos. ended

Payee Date of Issue Rate Outstanding Date 12/31/11

AWCC Oct 22, 2007 6.593% $47,000,000 Oct 15, 2037 $3,098,710
AWCC March 29, 2001 6.870% $ 3,100,000 March 29, 2011 $ 106,485
AWCC June 23, 2009 6.250% $45,390,000 June 1, 2039 $2,836,875
AWCC Sept 10, 2009 5.625% $26,000,000 Sept 1, 2039 $1,462,500
AWCC June 24, 2010 5.375% $26,000,000 June 1, 2040 $1,397,500
AWCC Nov 21, 2011 5.050% $20,000,000 Oct 15, 2037 $0.00

(7) Indebtedness other than identified on this exhibit does not exist.

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

Common Stock

12 Mos.
Ended Rate per Number of

December 31 Share Shares Outstanding Amount

2007 2.66 1,567,391 4,169,260
2008 3.83 1,567,391 6,003,108
2009 5.17 1,567,391 8,103,411
2010 5.70 1,567,391 8,934,129
2011 8.66 1,567,391 13,573,606

Preference Stock, 8.47% Series

12 Mos.
Ended Rate per Number of

December 31 Share Shares Outstanding Amount

2007 8.47 45,000 381,150
2008 8.47 45,000 381,150
2009 8.47 45,000 381,150
2010 8.47 45,000 381,150
2011 8.47 45,000 381,150
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(9) Applicant’s Balance Sheet as of July 31, 2012 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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