
trxua;v;iee, u. Kentucky-A mer ican W r k r  Company 
- 2300 Richmond Road 9 Lexington, Kentucky 40502 (606) 269-2386 4 Fax (606) 2686327 

Linda C. Bridwell, P.E. 
Director of Enginccriiig 

May 23,2000 

Mr. Gregory C. Heitunan, P.E. 
Vice President - Chief Engineer 
Louisville Water Company 
550 South Third Street 
Louisvitle, Kentucky 40202 

RE: Bluegrass Water Project - Design 

Dear Greg: 

Enclosed is a clieck for $155,957.77 for the balance of payment per your invoices dated November 24, 
1999 and February 2,2000. As I indicated earlier, this amount represented the payment for surveying 
work, which appeared high at the outset. However, with the additional information received, including 
Bill Rhodes' letter of May 16, 2000, we understand tlie scope of work that requires the level of 1 -  expenditures, 

As we discussed previously, by processing this final payment, Louisville Water Company (LWC) 
acknowledgcs that Kentucky-American Water Company (KAWC) now owns this design, including 
easement development. If LWC elects, in the future, to utilize part or all af this design in any fashion, 
negotiations for reimbursement to KAWC wili be required. 

Greg, it has been a pIeasure working with you and all of your staff. The professional level of everyone 
involved is a credit to LWC's success through the years. It is a disappointment that this project did not 
go forward, but perhaps it wiil be constructed yet. 

Thank you for all of your efforts. We hope to work with you again in the near future. 

Sincerely, 

Linda C. Bridwell, P.E. 
Director of Engineering 

LCWdm 

Enclosure 

c: N.O.Rowe k' 
I 
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LOUISVILLE WATER COMPANY 
5 5 0  S O U T W  T H I R D  S T R E E T  - L O U I S V I L L E .  K E N T U C K Y  4 0 2 0 2  

T E L  502-569-3000 F A X  5 0 2 - 5 6 9 . 0 8 1  5 

May 16,2000 

Linda C. Bridwell, P.E 
Director of Engineering 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

RE: Bluegrass Water Supply Project 
Dunaway Fee Comparison 

Dear Linda: 

LWC has submitted two invoices totaling $855,737.59 for 100% of its expenditures through 
December 3 1, 1999. KAWC reimbursed $699,779.92. The $155,957.77 difference, 100% of 
Dunaway’s fee, is being held back pending submittal of unit cost-comparative data for the 
Dunaway fee. 

Dunaway’s fee divided by 77,978 fmt of pipehe fengtlb computes to a unit of $2.00 per pipeline 
foot. When costs for pump station site and tank site surveying are deducted, the unit is $ 1.89 per 

) -  pipdine foot. 

It is my understanding that, the only reccnt LWC project for which such comparative surveying 
fee data is available is die LaGrange Road Transmission Main. Two proposals were received. The 
following supporting documelits are submitted for Dunaway fee comparison. 

1. LWC’s 7/19/99 Approval ofPresnell Associates proood: Presnell’s !E 20,000 fee for pipeline 
Iengtli of 7,350 feet computes to $2.72 per foot. 

2. f a e  2 I ofthe CiasSicklc. Inc proposal: Their proposal of $24,43 1.84 computes to E 3.32 
per foot. 

If  &e above comparisons are sufficient, please remit $155,957.77. LWC is eager close this phase 
of work on the project. Please call if you have any questions. 

Sincerely, 

WiIliam J. Rhodes, P.E. 
Project Manager 

cc: GregHeitzman 
Jim Branunel1 

An Equal Opportunity Employer 
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MEMORANDUM 
Louisville Water Company 

TO: John L,. Huber 

DATE: July 15, 1999 

The Bids arid Awards Committee has reviewed bids received on certain projects, pwch%es, and 
services. A recommended course of action for each is provided in the summary below and details 
for each sequence are attached as supporting information. 

Authorization is requested to proceed on items for contract award. 

PROCUREMENT OF MATERIALS AND SERVICES (includes bids, competitive negotiations, 
sole source, professional services and emergency contracts) 

The Committee recommends that the foUowing contracts be awarded to the lowest responsive bidder 
as follows: 

)- 1 .  PROF. Survey Services for LaGrange Road Transmission Improvements 
svc. PESNELL ASSOCIATES, INC. $20,000 

*Requires Board of Water Works approval./**Consent Agenda *** Exception to the purchasing policy and the committee recommends that contract not be 
awarded. 

L,WSd 
pc: Gregory C. Heitzman 

Robert K, Miller 
Lynn Humphey 
Susan Muellef 
Roberta Cervmtes 
Kay Keeler 
Anna Nonis 
Laura Douglas 

Richard Royse 
Marion Gee 
-Ted Niemann 

APPROVED 
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PROPOSAL FORM 

- ClasSicltLe, -. ~ - -  I n c .  

detail in the submitted TECHNICAL PROPOSAL. dated 

- proposes to provide the services described in 
[firm name} 

.-_-)___. 
in response to a Louisville Water Company "Request for Proposal" (KFP) dated 

6 -- 28-99 -- , and to compile and complete according to the schedule 

required in the Contract, for an amount not to exceed 

Twenty f o u r  thousand four hundred t h i r t y  one  -- dollars --_ --.-- 

--- $ 2 4 , 4 3 1 . 8 4  

SECTION X - COMPENSATTON BREAKDOWN 

Disadvantaged Business Enterprise 
(circle one) 

Prime Consultant Fee: 

Sub-Consultants Fees: 

-I 

--- 

FEFi TOTAL 

06/25/99 
,) 

.__ 

$ 24 ,431 .84  

Yes No 
YeS NO 
Yes No 
Yes No 
Yes No 

Estimated Fee 

$ 24,431.84 

21 

@ No 

P I10004 



Kentucky-American Wiiter Company 
n 

2300 Richmond Road Lexingtan, Kentucky 40502 4 (859) 269-2386 * Fax (859) 268-6327 
Linda C, Brtdwell, P.E. 
Dfterfor of  Engineering 

April t9,2000 

Mr. Gregory C. Heitman, P.E. 
Vice President - Chief Engineer 
Lou isv i I1 e Water Company 
550 South Third Street 
Louisville, Kentucky 40202 

RE: Bluegrass Waier Project 

Dear Greg: 

Enclosed is payment of $699,779.92 for design costs as agreed upon. I have withheld payment for the 
amount related to surveying while we continue to review the justification provided. I will either 
forward the balance or request any further information needed in the near future. 

Thank you again for all of your efforts on this. Please do not hesitate to contact me f there are any 
j -  questions or concerns. 

Sincerely, 

Linda C. Bridwell, P.E. 
Director of Engineering 

LCB/drn 

Enclosure 

c: C.D.Bush 

Equal Oppdrtuolty Empfoyac 
P 00005 
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Rev 1/5/00 

INVOICE AUTHORIZATIQN FORM 
For Acctg Rept Use Only 

Inv Date __I_ 

I_-- 

lnv # 

Business Unit 
Subldgr 

'Chi # 

Tax 



)- -,--___..I 
COMPANY 

YOU A R E  HEREBY ALJTHORIZEO TO DRAW A CHECK FOR $ -&!$27X&TO THE ORDER 

THIS PAYMENT IS TO BE DATED 19- tN PAYMENT OF THE FOLLOWING: 

- lQ-, MAIL CHECK ON 

! A N S M l f  CHECK TO 

00007 , 

P 



z,c)ursvn..,uc WATER COMPANY 
5 5 0  S O U T H  T H I R D  S T R E E T  L O U t S V t L L E ,  K E N T U C K Y  40202 

T E L  5 0 2 - 5 6 9 - 3 6 0 0  F A X  502-569-00 1 5  

February 7,  2000 

Linda C. Bridwell, P.E. 
Director of Engineerlng 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

RE: LWC Contract E-050 
Bluegrass Water Supply Project 

Dear 1-lnda: 

LWC previously submitted its Invoice #42654 In the amount of $839,631.81 
for 100% of its costs through October 31, 1999. Enclosed is LWC Invoice 
Number 42880 fn the amount of $16,105.88 for 100% of LWC costs incurred 
between November 1,1999 December 31, 1999. 

The foilowing is in response to your December 17, 1999 invoke clarification 
requests. Supporting documentation is enclosed for your use. 

1, Request for a breakdown of invoiced labor expenses: 
Attached are two Detail Job Charges Printouts, and two spreadsheets 
which list labor costs charged by each employee through the period 
ending October 31, 1999. labor charges subsequent to October 315t, as 
reflected on the current invoice, were for servfces provided by Wiltiam J,  
Rhodes and James H. Bramrnell. 

2. Request for an explana I 
LWC calculated overheatdo~~~~klsummation of S7Yo of all regular time 
worked, plus 16% of all premium time worked, plus 8% of all lime worked 
by seasonat employees. 

WC overhead exoense catculatlo~: 

3. Request for a final breakdown of the PDR contract: expenses: 

PDR Engineers 
Gannett Fleming 
Dunaway 
Qore (Atlanta} 
PEH 
Scott Smith 
Law 
Cu I t u ra i Resources 
N&G 
Total Payments 

$ 383,294.03 
$ 164,002.00 

$ 27,502.40 
$ 13,630.00 
$ 4,106.25 
$ 10,900.00 
$ 7,812,09 
$i 250,430 
$767,453.54 

!$ 155,957.77 

An Equal Opportunlfy Empfoyer 
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4. Request for survey expenses justification: 

PDR performed a detailed analysis of survey tasks and costs for the KAWC 
and LWC pipelines. 

Tasks Dunaway performed for LWC, but PDR Indicates they did not 
perform for KAWC were estimated to total $ 52,501. They include the 
failowing : 

a Base Mapping/Verification .................... $ 2,702 

$ 31,710 

Field Locate Buried Tie-ins .............. $ 1,354 

Stake and Profile 100% of 
Pipeline (KAWC required 
Profile of lO0/o) ...................................... 
Drafting Sewlces for Base Mapping $ 5,883 

0 ACAD File of Profile $ 3,920 
a Locate Rock Soundings and Bore Holes $ 6,932 

........................... 

ESTIMATED TOTAL $ 52,501 

Invoiced Dunaway "KAWC Tasks" Pipeline Survey cost is estimated as 
folfows: 

Dunaway Invoiced for all work $ 155,957 
Less LWC Pump Station Survey f$  3,9001 
Less LWC Elevated Tank Survey ($ 4,500) 
Less Dunaway "non-KAWC Tasks" L$ 52.501) 

Net Estimated Dunaway "KAWC Tasks" Fee $ 95,056 

Dunaway plpeline survey costs for "KAWC" tasks distributed over the 
pipeline length of 77,978 feet computes to $1.22 per foot. This compares 
fivorably to the $1.25 per foot that PDR attributes to t h e  survey costs on 
KAWC pipeline. 

5. Request for a "Direct- 0th  er Costs" breakdown: 
Detaifs of the Direct Other Costs are highlighted on the Detail 3ob Charges 
printout, as referenced in Item 2 above. 

The 1-ouisvilk Water Company is anxious to close this phase of work on this 
project. As such, you are requested to remit to  total amount of the two 
submitted invoices upon receipt of this letter. 

Sincerely, n 

k C .  Heltzman, P.E. 
Vice P:esident -Chief Englneer 

. ,  ..... 

P 00009 



cc: Jim Brammeil 
Bill Rhodes i 

Attach: Invoice #42880 
Detail Job Charges Printouts 
Labor charge spreadsheets (2) 

t -  

P 00010 . 



LOUISVILLE WATER COMPANY 
s s o  S O U T H  T H I R D  S T R E E T  L O U I S V I L L E .  K E N T U C K Y  4 0 2 0 2  

T E i  502-908-3600 F A X  5 0 2 - 6 6 9 - 0 8 1  5 

February 2,2000 

Kentucky American Water Go. Invoice # 42880 

RE: Billing for Preliminary Engineering costs for Lexington Pipeline. 

Labor 
Overhead 
Contract Labor 

Cost of Job 

857.77 
414.00 

14,834.1 I ~ ~ . - . - _ _ .  
vm15.88 

Amount Due $16,105.88 

Payment Due Within 30 Days 
To insure proper credit, return one copy of Invoice with payment to Marion Gee 

WPIwp 

142.00 I 
183.00Q J9643 

An Equal Opportunity Employer 

P 0001 1 
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Amount of Gontract 

Original Amount $779,206.00 

Extres & Credits $0.00 

Total Contrad 39,206.00 

No. 12 

-_I---- L_----.- 4--__l______r___-_ 

Certification Disbursement Retained UnuaiiifT;;;j7 

Previous 9752.6t9.43 $752,699.43 $0.00 $0.00 

Present $14.834.1 I w , a x . i  I $0.00 . .MA 

Total $767,453.54 $767,453.54 $0.00 SI 1,752.45 

-.-- Balance Uncertifiednd Retained $1 1.752.46 

CONTRACTOR: 
PDR Engineers, Inc. 
400 Meidfnger Tower 
Louisville, Kentucky 40202 
(502) 584-5555 

LQ UI SVI LLE WATER COMPANY 
550 South Thlrd Street 

Loulsvilie, Kentucky 40202 

Date: 

REMITTANCE TO: 
PDR Engineers, Inc. 
400 Meidinger Tower 
Louisville, Kentucky 40202 

1/26/00 

This is to certify that the above party is entitled to a 

Fourteen thousand Eight-hundred Thidy-four and 111100 

twelfth payment of 

DQLLARS 

in conformity with !heir contract of 

wifh the LOUISVILLE WATER COMPANY for 

November 20, 1968 

Consultant Servifxs for Bluegtass Water Supply Project 

PROJECT NO: 98755 ._- 
CONTRACTNO: -050 , 

JOBNo: 9643 

BGsiness system Owner 

Payment: $14,834.1 I 

P oaoi 4 
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LOTJLSVILLE WATER, COMPANY 
5 5 0  S O U T H  THIRD S T R E E T  L O U I S V I L L E ,  K E N T U C K Y  4 Q 2 0 2  

T E L  502-569-3600 F A X  fiO2-569-08 1 5  

November 29, I999 

Linda C. Rridwell, P.E. 
Director of Engineering 
Kentucky-American Water Company 
2300 Ricllrnond Road 
Lexington, KY 40502 

Subject: LWC Contract E050 
€3 luegrass Water Supply Project 

Dear Linda: 

Enclased are the following: 

LWC's 100% invoice for its Bluegrass Water Supply Project services through 
October 3 1, 1999 
Pipeline plans, specifications, and draA construction cost estimate 
Elevated Tank plans, specifications, and draft construction cost estimate 
Pumping Station plans, specifications, and draft construction cost estimate 

In light of KAWC notification that. the project is being placed on hold pending re- 
evaluation of KAWC water supply alternatives, LWC invoice is far 100% of its 
Bluegrass Project costs through October 31, 1999. 

Please be advised that PDR forwarded notice of potential claims for added compensation 
LWC requested that PDR provide detailed documentation and jristification for any 
claims, *and will keep you informed if PDR pursues. 

Xf you have any questions, please call. 

P.E. 
Engineer 

Cc: John Huber 
Jim Rrammeli 
Bill Rhodes 

An Equal Opportunity Employer 

P 



November 12, I999 

Mr. 3ames H. B m e U ,  P.E. 
Business System &mer, Facility Design 
Louisville Water Company 
550 south mrd street 
Louisville, ICY 40202 

IUE: Bluegrass Water Supply 
Lnviraarnental Work 

Dear Mr. Bxammell, 

The attached letter has been provided by Scott R SmiUi Environmental Management C~nsultants, Inc. h 
respame to our request for oopies of the work-ro-date. According to Mr. lvfark McGraw with Greenbaa, 
Doll’& McDonald, who is wuru;il to Kentucky American Water Company, the reports are ‘work products’ 
and not public record. Therefore, copies are not advised. 

However, representatives of the I~uisviile Water Company are welcomed to review the material with Mr. 
Brad Dillon at the offices of Gteenbaum, Doll 81: McDnrdd inhuisville. 

We trust this letter will be sufiicient for your invoicing purposes and we 
with Mr. Elfon at your request. 

Sincerely, 

be happy to arrange a m&ng 

)-- 

. PDR Engineers, Inc. 

Raymond W. Ihlenburg. P.E 
Senior Project Manager 

V\gmup\civiNwcltr.99 

cc: Scott R Smith, l?nvirmatal Mangement Consultants, Inc. 
Man;us P. McGraw, Creenbauq Dall. & McDonald 
Linda Bridwell, P.E., Kentucky American Water Campany 
Bmd RiUon, Greenbau!~, Doll & McDodd 

462 South 4th Avenue Suite 400, Meidinger Tower Louisville, Kenhicky 40202 Phone (502) 584-5555 Fax (502) 5843696 

0001 7 
. %  
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SCOTT R. SMITH 
ENVIRONMENTAL 
MANAGEMENT 
30NSIJLTANTS, INC. 

W E  ALL SHARE THE SAME WORLW 

November 11, 1999 

Mr. Ray lhfsnberg 
PDR Engineers Inc. 
Suite 400, Meidinger "'Power 
Louisville, Kentucky 

SUBJECT: Environmental Work Completed 
Louisville/Lexingtan Water Pipeline 

Dear Mr. Ihlenberg: 

Ccott R. Smith Environmental Management Consultants Inc., Cultural Resource Analysists Inc. and - iiw Engineering has over the past several months been working on addressing a number of 
environmentallcultural & historical issues with regard to the LouisvillelLexington Water pipeline 
project. Included below is a list and an overview of the work completed to date. 

) 

Cultural & Historical Resources 

Work completed to date includes a physical survey of all properties where access could be obtained 
before work was stopped on the project. Approximately 85%-90% of the properties on the Louisville 
Water Company portion of the project have been evaluated. Further site specific examination may 
be required in key areas along stream crossings. The information obtained for the Louisville Water 
Company portion of the pipeline could be used by the company independently from the remainder 
of the project. 

information obtained during the survey has been organized, compiled and is ready to be 
incorporated into a final report once the additional information can be obtained. Several meetings 
with the State Historical Preservation Officer and staff have been held. Information obtained from 
these meetings has been utilized to draft the information obtained to date. 

This b Recytlcd Papr  

P 000 18 



. Vr. Ray lhlenberg 
nember I 1,1999 

Page 2 

SCOTT I<. SMTTI.4 
ENVIRONMENTAL 
MANAGEMENT 
CONSULTANTS, INC. 

Ecological Surveys 

Ecological surveys of the L-ouisville Water Company portion of the project have been completed. 
These surveys addressed threatened, endangered trr protected species along the project route. The 
work included review of relevant literature and resources maintained by the Kentucky and U.S. Fish 
& Wildlife Services as well as the State Nature Preserves Commission. We also had several 
meetings with the state and federal authorities to elicit any issues or concerns they may have with 
respect to the project and incorporate their issues into the survey. 

Field surveys were completed for protected plants, fish, mussels, bats, mammals, birds, amphibians, 
and reptiles. 

Wetlands Survey 

The wetlands survey for the pipeline route has been completed for all properties that we have had 
*cess. The surveys have identified and delineated wetlands along the route. We have worked with 

*e project team members to develop alternative routes to avoid or minimize wetland impacts or 
develop preliminary mitigation measures. 

Environmental Narrative 

Environmental issues that the Corps of Engineers have identified were in the process of being 
written when the project was halted. Areas that work was being completed include: noise, air, water 
quality, land use, aesthetics, groundwater impacts, fisheries, recreational area impacts, and site 
contamination issues. Preliminary mitigation measures have been developed, where methods to 
avoid impacts were not initially determined to be practical or feasible. 

Noise 

Diff erent project activities have been identified and noise levels associated with project activities 
have been reviewed. Noise modeling and determination of potential impacts to the nearest recepturs 
has not yet been completed. 

Air Quality 

Potentiai impact to air quality from construction activities has been initiated but not completed. 
pacts to the residential structures along the route for both the construction and post construction 
. not complete. 

1 
@ .._, 

P 00019 j 



i 
Ray lhienberg 

svember 1 I, I999 
rlage 3 

X O n '  R.  SMITH 
ENVIRONMENTAL 
MANAGE'MENT 
CONSULTANTS. INC. 

Water Quality 

Stream crossing design and crossing methodology has been received and reviewed with a 
discussion of anticipated impacts initiated. 

Land Use 

Evaluation of land use along the route has been completed and a draft narrative of potential impacts 
has been prepared. 

Ground Wgter Impacts 

Identification of focal groundwater regimes has been develop4 from publically available information. 
Evaluation of potential impacts from the project has been initiated, but not completed. 

Recreational Areas 

e c r e a t i o n a l  areas have been identified and the impacts of the project to these areas has been 
initially developed. 

Fisheries 

Potential impacts to known fisheries resources has been initiated 

Site Contamination Areas 

The pipeline route, where access has been provided, has been evaluated with respect to known 
sources of site contamination available from public documents or information sources and the 
narrative concerning these areas has been prepared. 

Corps of Engineers Permit (Section 404 and Section do) 

Alternatives to the pipeline have been identified and the narrative on some of the alternatives have 
been drafted, Preliminary work has been completed on the narrative concerning river and stream 
crossing methods and protective measures. Several meetings with the appropriate staff of the Corps 
of Engineers have been held. The preliminary work on evaluation of the project purpose and need 
statement and project description as well as project design considerations have been completed. 
'dditionally, some site specific mapping has been completed for incorparation into the permit 
>plication. 

P 00020 



Yr. Ray lhlenberg 

Page 4 
Dvember 1 1,1999 

SCOT7 R. SMiTI1 
ENVIRONMENTAL 
MANAGEMENT 
CONSULTANTS, 1NC. 

Additional Environmental Permits 

Initial work on the following permit applications has been conducted: 

Kentucky Pollution Discharge Elimination System (KPDES) 
Kentucky Pollution Discharge Elimination System (Stormwater) 
Flood plain Construction Permit 
Section 401 Water Quality Certification 

Tne work includes gathering appropriate design, location, operation and administrative information 
to complete the required application forms. 

I hope that the information contained herein adequately addresses yaur clients questions and fulfills 
your needs. Should you have any further questions, please do not hesitate to give me a call. 

) -  Very truly yours, 

SCOTT R. SMITH ENVIRONMENTAL 
MANAGEMENT CONSULTANTS, INC. 

Scott R. Smith 
President 

@ 
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To: John HiII/KAWC/AWWSC@AWW 
CC: Nick Rowe/KAWCIAWWSC@AWW 

Subject: EWP 

I spoke with Jim Brarnmeil at LWC this afternoon. They are currently working with PDR to wrap up 
the punch list of design items and expect t o  b0 finished around October 15. At that time, they 
expect to settle the finaf bill wi th PDR and invoice us. Our projected cost is currently $536,000. 
PDR has made additional cost requests that have not been approved, 1 also continue to insist on 
justification of their surveying costs, which I reminded Jim 1 have not yet received. 1 would expect 
to pay this no earlier than December. 
Additionally, I believe we will spend $20,000 each month on mediation alone. Additional KAWC 
charges and AFUDC easily make $60,000 a month a good, if oat conservative number. 
I also have received invoices this week from Gannett, Schnabet, and legal bills that equal $256,302. 
i expect $100,000 in September and $1 66,000 in October (GF's has not been approved by Dave 
Raves yet). So cash flow should look like: 

September $1 25,000 
October $200,000 
November $50,000 
December $585,000 

I may he too conservative on the AFUDC, but this will be about as close as I can get right now. 

P 00022 



To: Nick RowelK vc/. WWSC@ 

JAN 
ROUT?' 

09/13/99 10:26 AM 
-3!4!!k '=' - 

WW, Linda Bridweti/KAWC/AWWSC@AWW 
cc: Joe White/KAWCIAWWSC@AWW, Beth Hamm/KAWCIAWWSC@AWW, Uornthy 

Johnson/KAWC/AWWSC@AWW, Mitzi Combs/KAWC/AWWSC@AWW, Dillard 
Griff inlKAWC/AWWSC@AWW 

Subject: Louisville water quality 

Nick, and all, 

I had a voice mail from Steve Hubbs this morning, in repsonse to  my Cal i  about Louisville's recent 
T& 0. 

Here is the content: 

Louisville contiunes t o  have MI8 (rnethylisobornial ... sp? I forget) in source water a t  2.0-30 ppt. 

The highest MIB detected was two  different times recently, ten days apart1 at  about 100 ppt. 

They are continuing to  treat with PAC ... have spent $700,000 to date which is considerable in light 
of their total annual chemical budget of $1.2 rnillian. 

The goad news is they are selling enough water to offset these added treatment casts... Iaparantly 
even though it has some T & 0, people still need lots of it). 

They attribute the MI6 possibly to some "bottom" (scientific term is benthic) alsae in the river.. 
expect it may continue €or 3- to 5 more days or longer based on upstream Ohio R. monitoring. 

Steve, here's my transcipt of your voice mail for our folks. Thanks for the update. I look forward to 
seeing you guys next week. 

)- 

Jan 

P 00023 



"Ray Ihlanburg" <rihlenburg~pdreng.com> on 08120/99 08:16:46 AM e 
To: H2OPtPER@aol.com 
CC: Linda Bridweil/KAWC/AWWSC, jbrarnrneli@iwcky.com, "Hans Probst" <hprohst@pdreng.com> , 

"mark tato" < rntate@pdreng.com > 

Subject: Re: 3 Weak Time Extension 

B i l l ,  Thank you fox t h e  i n f o  . . . .  keep i n  mind t h a t  we need t h e  review comments from t h e  
Water Company b e f o r e  w e  c a n  f i n i s h  . T h i s  would i n c l u d e  r e s o l u t i o n  of o u t s t a n d i n g  
i s s u e s  r e :  t e l e m e t r y  and electric s e r v i c e  to t h e  b o o s t e r  s t a t i o n ,  c o n t a c t i n g  t h e  
p r o p e r t y  owner about a n  easement €or t h e  access road ... etc .... We w i l l  respond t o  t h e  
s c o p e  le t ter  t h a t  you s e n t  next  week t o  h i g h l i g h t  t h e  a t a t u s  of a l l  phases  h u t  f e e l  
our  budget w i l l  no t  allow us t o  go much f u r t h e r  wi thout  your  s t a € f * s  
comments .... ThereEore, w e  r e q u e s t  three weeks to f i n i s h  a f t e r  w e  r e c e i v e  t h e  comments 
and i n p u t  t h a t  we need to r e s o l v e  o u r  q u e s t i o n s  ..... W e  w i l l  p rovide  a l i s t i n g  of 
q u e s t i o n s  and i s s u e s  next  week. T h i s  w i l l  i n c l u d e  any  t e c h n i c a l  items t h a t  Qannetl: 
Fleming needs to resolve .... 
>>> <HZOPIPERQaoI.com> 08/19 5:51 PM >>> 
Ray, 

Your r e q u e s t  f o r  a 3 week t i m e  e x t e n s i o n  h a s  been approved.  

I am US-mailing a letter to  you tommorrow. 1- 
N e w  complet ion d a t e  is 9/6/99 

Thanks. 

B i l l  

P 00024 
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HPOPtPEA@ad.com on 08119/99 05:61:36 PM 

To: rihlenburg@pdrang.com 
cc: 

Subject: 3 Week Time Extenstan 

jbrarnrnell@lwcky.com, hprobst@pdreng.com, rntate@pdreng.com, Linda Bridwell/KAWC/AWWSC 

Ray, 

Your request €or a 3 week time extension has been approved 

I am US-mailing a letter to you tomorrow. 

New completion date is 9/6/99. 

Thanks. 

Bill 
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Linda C. Bridwelt, P.E. 
Director of Engineering 

MEMORANDUM 

TO: File 

FROM: Linda Bridweil 

RE: B W  

DATE: August 9, I999 

On October 28, 1999, we had a conference calf with Bob Miller and Greg Heitrman of the Louisvilie Water 
Company. Nick Rowe, Coleman Bush and I were involved. A number of contract issues were discussed, 
however, I particularly wanted to memorialize the commitment that Greg made. KAWC has been 
particularly concerned with the appearance of a premium cost for the surveying services of Dunaway. This 
seems to be partiy the requirements of LWC and partly bemuse they are a DBE firm that is highly in 
demand. Although LWC does not require DBE use, they strongly recommend it. KAWC has absolutely no 
requirement for DBE use. LWC had not provide previously requested infonilation to support that the 
surveying costs were not unreasonable. During this conversation, Greg made a commitment that they would 
be willing to pay the difference if in analysis, the cost fiom Dunaway is it premium. Although there was 
some talk that the high cost was due to our schedule, we had asked for competitive prices and none were 
requested of the consultant. 

This memorandum has been developed from my handwritten notes taken during the conversation, ,I - 
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kntudcy-Americtm Water Compmy 7 
2300 Richmond Road Lexingto~, Kentucky 40502 I 

PLECOPY TRANSMITTAI, SHEBT 

FAX NO. 606/ 268-6327 
We have a Panaonic Panafax W-755 Facsimile 

1/Ls 

- v) I- --- 
- 

DATE: I-- 
cOh@AW _- --. 

FROM: Bebb; c lr17'm-m u - 

.-I______L__ el 
5 b X l L 3 R e - m  1 - w m  TO: 

Number of pages, inclyiing cover: ! 2 
lf you have any problems with receiving, please call: 

Phone: _. ( n  6% L 3 3 9 3 A S k f o r :  3&bI'G 
/ Hard copy mailed: Yes No 

PLEASE DELrvER TO THE ABOWBAMED PEESON LMMBDTATELY 

The information contained in this transmission is privileged, confidential and intended only fox 
the use ofthe individual OK entity named above- If you receive this communicarian in error, 
please notify Kmtucky-American Water Company immediately by telephone, collcct and rdum 
the original mwage to us at the address shown via the US. Postal S d e .  You will be 
reimbursed for h e  required posUge. Thank you. 
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Kcntuky-American WBter Company \- 
2300 Richmond Road 9 Lexington, Kentucky 40502 

6061269-2386 

- TELECOPY "SMITTAL,.SHE€?T 

FAX NO. 6061 268-6327 
We have a Panasonic Panafax UF-755 Facsimile 

FROM: .I 

Number of pages, inclvding cover: _-_..___._.._ jiA ._._____- 

I f  you have any problems with receiving, please cdl: 
-1 

Hard copy mailed: Yes No / 

PLEASE DELIVER TO THE ABOVE NAMED PERSON lMME?DIATm 

The information contained in this transmission is privileged, confidential and intended only for 
the use of the individual or entity named above. If yau receive this communication in error, 
please notify Kentucky-American Water Company immediately by telephone, collect and return 
the original message to us at the address shown via the U S .  Postal Service. You will be 
reimbursed for the required postage. Thank you. 
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Memo 
TQ: 

From. Jim Brarnrnell 

Cc: File 

Data 07/32/99 

Fbx 

Greg Heittrnan (LWC), Linda Bridwell (WWC) 

Bluegrass Water Supply Project - Status Meeting Held 7 July 99 

A meeting to discuss the status of the Bluegrass Water Supply project was held at the Louisville Water 
Company (LWC) on ‘7 July 99. In attendance were Greg Heitzrnan and Jim Bramrnell (LWC) and 
Linda Bridwell of the Kentucky-American Water Company (KAWC). 

The meeting focused on a review of the plans for each of the three project components which are: 1) 
Pipeline; 2) Pump station; and 3) Elevated storage. Through #e course of #e plan review the following 

1 issuedtopics were discussed: 
j- 

0 

0 

m 

a 

WWC intends to bid their portion of the project in the next 6-8 months. The application will be filed 
in cxlncert with obtaining as-bid prices. 

Linda to contact Torn Skaggs with KY Division of Water and get determination of when he would 
like to review project plans. 

LWC to determine, in consultation with PDR, when we could be prepared to bid our portion of the 
project. 

Linda advised that authorization to negotiate easements will not occur until after PSC approval 
(except easements that are required for BPS and tank sites). 

Linda to provide guidance to LWC on what should be done on the environmental and cultural 
re-sau~c~?.s studies for those properties on which access has been denied. 

LWC will prepare pipeline specs to bid the project unclassified. 

Jim to contact L W s  Developer Extensions area to apprise of recent discussions with 
representatives of Ball Homes on the Beddey Station Road development- 

Greg informed Linda of cMlvetSatiOns between L W  and Louisville MSD with respect to 
proceeding with joint acquisitian of a portion of the easements. It was agreed that, if pursued, the 
details of the arrangement will be agreed to in writing between the LWC and KAW. 

0 Page 1 
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Linda will validate the current pump station design which depicts having the smallest pumping unit 
sized at 6 MGD, Would a smaller unii or a VFD be  appropriate? 

Jim to discuss with consultant a change order to modify the architecture of the pump station such 
that the f a p d e  is consistent with neighboring architecture 

Linda advised that KAWC needs a detailed cast estimate for all components of the project. 

The site development plan for the BPS and tank at Hwy 55 were discussed. It was agreed that a 
onetank-height separation to the BPS will be  sufficient 

Greg reiterated that LWC will be willing to purchase up to 5 acres of the Hwy 55 parcel. Jim to 
have consultant depict the five acre property boundary on the plans. 

LWC will bid the tank with base storage of 2.5 MG. Atemate bids will he taken for capacities of I 5 
MG and 2.0 MG. 

Jim to provide Greg and Linda with details of LWC's proposed metering arrangement as discussed 
between Bill Rhodes and Kevin Grant 

* 

It was finally agreed that the next status review meeting is to be  held the 3d or 4m week of August 

Linda advised that the time extension request as made in the 16 June 99 letter to her is approved. 
Stream crossing details are due to her by 15 July 99. 

a Page 2 
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LOUISVILLE WATEEt CQMPAPTY 
5 8 0  SOIJTH T H I R D  S T R E E T  L O U I S V I L L E ,  K E N T U C K Y  40202 

T E L  SO2-569-3600 F A X  5 0 2 - 5 6 9 - 0 8 1  6 

June 26,1999 

Ms. Linda C. Bridwell, P E. 
Director of Engineering 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

RE: 

Dear Ms.. Bridwell: 

Bluegrass Water Project - Time Extension for Consultant completion 

This letter is a foliow-up to our tetephone conversalion of June 3", subject as above, in which I 
explained that a time extension request has been received from PDR Engineers, Inc. for 
completion of their design services for the Bluegrass Water Supply Project. 

PRR has formalized their request in letter form, a copy of which is attached. Specifically, PDR 
has requested a forty-five (45) calendar day extensian to the project timeline for the project 
deliverables. The following table outlines the current required completion dates for key 
deliverables. as well as the dates that would be in effect if you concur with the extension. 

Current Requested 
Completion Completion i- --PI_ Date Date 

100% stream x-ing details 1 April 99 1 July 99 
90% design for pump station 1 May 99 15 July 99 
90% tank plans 
100% plans specs for: 
-pipeline 
-pumping station 
-elevated tank 
Final project estimate 

1 June 99 16 Aug 99 

I July 99 16 Aug 99 

Please advise at your eariiest convenience Kentucky American's position on whether h i s  request 
is acceptable. 

Sincerely, 

Jake$ H. Erarnrnell, P.E. 
8usioess System Owner, Facility Design, 

Canstruclion 8 Maintenance 

CC: Greg Heihman 
Bill Rhodes 

An Equal  Opportunity Employer  
P 0003 1 



JUN-16-99 TUE 09:41 AM PDR1LOUISVILLE FAX NO, -5025845696 P. 02/03 

Mr. James H, grarnmell. P.E. 
Busin& System Own&, Facility Design 
Louisvilte Water COmpaity 
550 South Third Street 
Louisville, Kentucky 40202 

Re: BIwgms Water Supply Project 

Dwr Mr. Brammell: 

PDR Engineers, Inc. would like to request a time extension to the current contract far 
delivering the pipeline, pump station and water 
Bluegrass Water Supply Project. 

phns and specifications for the 

PDR Engineers, Inc. is requesting a 4S-calendar day extension to the project timeline for 
the deliverables for the project based on the revisions requested by the Louisville Water 
Company. Based on the 45-cafendar day request the folIowing schedule is requeasted: 

July 1, 1999 100% Stream Crossing Detail! 

July 15, 1999 90% Design Plans for Pumping Station 
90% design Plans fox Water Tank 

100% Design Plans and Specifications for: August 16, 1999 
Pipeline 
Pumping Station 
Elevated Tank 

Firlal Cost Estimate August 16, 1999 

Rcvisions in the aiigfirnent of the waterlint: and subsequent changes In the pump station 
locatigns have cause4 delay in the production of pians and SpwjRcations. Many of the 
revisions in alignment which were requwted by property owners and the Louisville 
Water Compapy have hen incorporated into the plaas tu faciiitate the future acquisition 
of easements afoqg the alignment. 

PDR has also been requested by the Louisville Water C.ompany to investigate the 
possibility of a right-of-way crossing at KY 1848 and to idwxtlgate any potential, 
conflicts with the futrtrc roadway interchanges at 1-64 and 1-264 and English Station 
Road, 

,I 



JUNil6-99 TUE 09 42 AM PDR 1 i.OU ISV I L IE  P. 03/03 

Attached is a list of the revisions requested during the current contract period requiring 
additional time ro complete thc engineering. 

We fecl this request i s  reasonable request for additional time while still meeting the 
delivery schedule to Kentucky American Water Company. 

Thank you for your consideration of this rnaner. 

Mark S. Tate, P.E. 
Project Manager 

cc: Hans Probst, P.E. 
Bill Rhodes, P.E. 

file: Blwgms Water Supply 

I 

1 

i 

)- 

I 
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L1.lL -& Ken tuc ky-A mer ictm Water Company 

2300 Richmond Road Lexington, Kentucky 40502 (606) 269-2386 Fax (606) 268-6327 

uflda c. Bridwell, P.E 
Dimtorof Enginaoring 

May 3,1999 

Mr. Jim Brammell 
Louisville Water Company 
550 South Third Street 
Louisville, Kentucky 40202 

Dear Mr. Brarnmell: 

Our design team met on April 22-23 for a progress meeting. During the meeting, 
PDWGannett-Fleming showed us a tentative site layout for the metering point that 
included the booster station and the tank. Afler looking at the layout, we expressed 
our desire for the bnk to be located at least the distance away from the edge of the 
property adjacmt to the booster station equal to the height of the tank. 

Additionally, we would prefer a tank design with either a single inletloutlet pipe and 
no altitude valve or an altitude valve on with separate pipes for inletloutlet. 
Obviously, we will defer to your preferences on design, but would like to understand 
the intended operations in order to optimize our design and operations. 

1- 

Please let me know if there are any questions or concerns. 

Sincerely, 

Linda C. Bridwbll, P.E. 
Director of Engineerkg 

c: NickRowe 
Dave Reves 
Jeff Raffensperger 

P 



5 j ; p  
I Kentucky-American W&er Company PJ&L.LSf. 

2300 Richmond Road 8 Lexington, Kentucky 40502 . (606) 269-2386 - Fax (606) 268-6327 

Linda C. Bridwcll, P.E. 
Dlrcclor o f  Engineering 

April 7, 1999 

Mr. Greg Heitzman 
huisville Water Company 
550 South Third Street 
Louisville, Kentucky 40202 

RE: Bluegrcrss Wafer Project 

Dear Greg: 

Attached is a copy of the information I received from our attorney regarding the right to survey for 
public utilities. Unfortunately, as you wilt note, he indicated that the statute specifically excluded 
utilities owned by a municipality of a first class status. 

Please let me know if there are any questions or concerns. 

Sincerely, 

)- 

Linda C. Bridwell, P.E. 
Director of Engineering 

LCB/dm 

c: Jim BrammelI - LWC 
Bill Rhodes 
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1 Ken tucky-A me r ic8 n Water Corn pa ny 
2300 Ridmond Road Lexington, Kentucky 40502 9 (606) 269-2386 Fax (606) 2686327 

I h d a  C. Brldvveli, P,E, 
DIrcclor of Eiiglaterlng 

April 7, 1999 

Mr. Bill Rhodes 
13503 Rock Bay Court 
Louisville, Kentucky 40245 

RE: Bluegrass FF‘uter Prujeci - Carttrtruriicaiions 

Dear Bill: 

Enclosed is a copy of the original postcard sent to all property owners along the original route. This 
included property owners parallel to the gas line from the JeffersodShelby County line to KY 55. 
Also included is a copy of previous cornmrrnications (form letter and newsletter) that were either left 
with the owners or mailed to them if we were unable to contact the owner with either n field visit or 
phone call. 

Also enclosed is a copy of the letter that we will send to those owners from the county line to KY 55 
that are no longer along the route. ‘This letter will hopefully be mailed this week. This should clear 
up any confusion on the route for tliese property owners. 

1- 

Please let me know if there are any questions or concerns. 

Sincerely , 

Linda C. Bridwell, P.E. 
Director of Engineering 

Enclosures 

c: Jim Brammell - LWC 

P 



Llnda C. Bridwcll, P.E. 
Director- Bluegrnss Water Project 

March 2,1999 

As you may be aware, Kentucky-American Water Company revised the proposed route 
of its 36-inch ductile iron water supply pipeline. This route revision has resulted in a 
realignment of the proposed pipeline away from your property. The change in the route 
was made after careful consideration of a number of issues. 

We greatly appreciate all of the input and cooperation that we received. If you have any 
further questions about this project, please call our toll free hatline a 1-877-24water. )- 
Sincerely, 

Linda C. Bridwelt, P.E. 
Director - Bluegrass Water Project 

LCB/dm 
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CDMMOHWEALTH OF KENTUCKY 

OFFICE OF THE AT~ORNEY GENERAL 
ALBERT B. CHAHOLER 111 

ATTORNEY QENERAc 

TEL: (502) 696-5457 
PAX: (502) 573-83 14 

March 10, 1999 

Herbert A. Miller, fr., Esq, 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

Dear Mr. MiHer: 

Per your request, please find enclosed copies of replications of three schedules from the 
Louisville Water CompanyKcntucky-American Water Company Water Supply Agreement. Also 
enclosed is a forecast of Efibi t  B, Schedule 1, which reflects rate component calculations under the 
sixth-year minimum buyer capacity request amount per the agreement. 

Sincerely, 

90s L u  ++.A 

David Edward Spenard 
Assistant Attorney General 

Enclosures (4) 

?L4WC_lrl 

I 
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D(HIBIT B 
Schedule 1 

LWC - KAWC Water Supply Agreement 
Calculation of Rate Components 

Sixth Year (Pro Forma) 

i 

Request (1,000 Gal.) -5.ooo 
Divided by: LWC Production Capacity (I ,000 Gal.) 240.000 
RequesUProduction Capacity Quotient 2.083% 

ION OF OPFRATING FXPENSF COMPONFNT 

Net Operating Expenses 
less: Common to Retail Customer Casts 

Customer Costs 

Utility Rate Sch. 2; Column 1; Line 50. 
Utility Rate Sch. 2; Column 7; Line 50. 
Utility Rate Sch. 2; Column 6; Line 50. 

31,220,800 
(5,127,330) 
(9,803,200) 

Operating Cost 16,290,270 
Div. by: LWC's An. Sys. Sales (1,000 Gal.) 37,000,000 Utility Rate Sch. 1; Column 3; Line 4 
Op. Exp. Component Quotient (per 1,000 Gal.) - 0.44028 

Depreciation Expense 
Less: Common to Retail Customer Costs 

Ulility Rate Sch. 3; Column 1: Une 19 11,010,480 
Utility Rate Sch. 3; Column 7; Llne 19 (2,940,510) 

Customer Costs Utility Rate Sh. 3; Column 6; Line 19 (2,683.O-i 0) 
(632,280) Depreciation - Plant Funded by CIAC Utility Rate Sch. 3. 

Depreclatlon Cost 4,774,670 . 
Multlplied by: RequesUProduction Capacity Quotient 2.083% 

-- 

Annual Depreclatlon Expense Component 99,456.38 
Divided by: t2-Months 12 
Monthly Depredation Expense Component 8,288,03 

)-- 
!W CUI AIKN OF RFTURN ON P W  INVFSTMFNT C m  

LWC's Return on Plant Investment 
Less: Common to Retail Customer Costs 

Customer Costs 
Net Return on Plant tnveslment 
MuMplied by: RequesUProductron Capacity Quotient 
Annaul Return on Plant investment Component 

Monthly Return on Plant investment Component 

[Jtllity Rate Sch. 4; Column 1; Line 24. 
Utility Rate Sch. 4; Column 7; Line 24. 
Utility Rate Sch. 4: Column 6: Llne 24 

28,685,310 
(7,164,740) 
(1,488,140) 
19,932,430 

2.083% 
415,192.52 

Divided by: 12-Months 12 
34,699.38 

-TCOMPONENT 

Example based on one 6" meter 259.00 

U P ,  

Usage of water during any 24 hour period in excess of WWC's 
Request wlll result In a &awe to KAWC, with resped to excess 
consumption, of LWCs Wholesale Rafe including It6 Oevated 
Service Area Surcharge 

TOTAL W- 

1.35 
I 

The monthfy water bill will be the sum of the following charges: operating expense component; 
depreciation expense component; return on plant Investment component: customer cost component; 
and the usage exceeding request component 
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Utility Rete 
Allocation of Louisville Water Company Estimated Depreciation Expense to Functional Cost Components 

Year Ended Decamber 31.1998 (In Thousand Dollars) 

Line 
bta m 
I )  Land 
2) Land Improvements and BIdgs. 
3) Basins and Ground Storage 
4) Standplpes and Elevated Storage 
5) 
6) Booster Pump Equip. 
7) Miscellaneous Pump Equip. 
8) Sludge Disposal Equip. 
9) Purification Equip. 
IO) Transmlssion Mains 
11) Dlstribution Malm 
12) Meters 
13) Services 
14) Meter Installations 
15) Fire Hydrants 

High Service Pumps and Equip. 

16) Subtotal 
17) Percant 
$8) General and other Equip. 

19) Total 

Total Elevated 
Depreciation Service 

E x o e n s e B r e a  

895.57 17 31 
359 24 
162.42 43.90 
204.84 19.21 
34.93 2417 
48.65 
04.48 

536.44 
2,122.63 
1,971.82 

357.76 
1,302.41 

447.05 

- 
Extra Capacity Common To 
Maximum Maximum Only Retall 

Bass llav Hru!AsfQmxCUstomelF 

614.57 
248.75 
73.46 

6.67 
33.69 
64.48 

371.44 
1,469.76 

m.54 

200.07 13.48 49.73 
110.49 

57.09 

14.96 

45.06 

4.09 

165.00 
652.87 

1,971.82 
357.76 

1,302.41 
447.05 

409.90 409.90 

8,918.14 104.59 3,011.36 1,200.48 62.63 2,156.95 2.381.72 

2,092.34 24.54 706.51 281.65 14.69- 506.06 558.79 
100.00% 1.17% 33.77% 13.46% 0.70% 24.19% 26.71% 

11,010.48 129.13 3.717.87 1,482.13 77.32 2,663.01 2,940.51 
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WXIEIT E3 
Schedule 1 

LWC - KAWC Water Supply Agreement 
Ceiculation af Rate Components 

1 

Request (1,000 Gal.) 
Dfvlded by: LWC Production Capaclty (1,000 Gal.) 
RequestlProduction Capacity Quotient 

OF OPFRATINQ W S F  COMPONW 

Net Operating Expenses 
Less: Common to Retail Customer Costs 

lJtllity Rate Sch. 2; Column 1; Line 50. 
Utility Rate Sch. 2: Cotumn 7: Line 50. 
UUlity Rate Sch. 2; Column 6;  Line 50. Customer Costs 

Operallng Cost 
Div. by: LWC's An. Sys. Sales (1,000 Gal.) 
Op. Exp. Component Quotient (per 1,000 Gal.) 

Utillty Rate Sch. 1; Column 3; Line 4 

Depreclation Expense 
Less: Common to Retail Customer Costs 

lltlfity Rate Sch. 3; Column I ;  Line 19 
Utillty Rate Sch. 3; Coiumn 7; Line 19 

Customer Costs Utility Rate Scb. 3; Column 6; Line I O  
Depreciation - Plant Funded by GIAC Utility Rate Sch. 3. 

Depreciatlon Cost 
Multiplied by: RequesWroduction Capacity Quollent 
Annual Depreciation Expense Component 
Divided by: 12-Months 
Monthly Depreciation Expense Component 

LWC's Return on Plant Investment 
Less: Common to Retall Customer Costs 

Customer Costs 
Net Return on Plant Investment 
Muillplied by: RequesUProduMon Capacity Quolient 
Annaul Return on Plant Investment component 
Divided by: 12-Months 
Monthly Return on Plant Investment Component 

Utility Rate Sch. 4; Column 1; tine 24. 
Utilily Rate Sch. 4; Coiumn 7; Line 24. 
UUlity Rate Sch. 4 Column 6; Line 24. 

-.-.-a 
240,000 

1.042% 

31,220,800 
(5,127,330) 
(9,803,200) 

--I-_(-.- 

-.- .16.290.270 
37,000,000 
0.44028 

11,010,480 
(2,940,510) 
(2,863,010) 

_" (632,280) 
4,774,670 

1.042% 
49,752,06 

12 
4,148.07 

28,585,310 
(7,164,740) 
(1,488,140) 
19,932,430 

1 .M2% 
207,895.92 

12 
17,307.99 

- 

Example based on one 6" meter 259.00 

Usage of water during any 24 hour period In exass of WWC's 
Request will result in a charge to KAWG, wlul respect to excess 
consumption, of LWC's Wholesale Rate tncludlng its Elevated 
Selvlce Area Surcharge 1.35 -- 
The monthly water bilk will be the sum of the following charges: opemtlng expense component; 
depredation expense component; return on plant Investment component; customer cost component; 
and the usage exceeding request component. 

! 
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Una 
th uem 

soum of supply 

Pwot and Pumplng 
Zorn SlaUon. Pcwor 
Zorn StatJon, Other 
Crescent “7, Pwar 
Cradcsnl Hill. OIhor 
Payno. Raw Wator. Powor 
Payna, R?w Walar, Other 
Payna. fln. Wales. P m r  
Payno. Fin. Water, Other 
BooiUng Pumplng. P w r  
f3wsUng Purnplng, Other 

Total Power and Pumplng 

Purification 
Cttwkah. Payna 
Chemlcab, Cmiont Hill 
Puflficallon. Mher 

Total Purification 

Tranunlsalon and Dlstributlon 
Tmnddon Mdns 
Dbbmudon Malna 
DbL Slorago, R e a ,  Tnnks 
suvicea 
M ~ t a n  
Hydmnta 

T m a .  d. Dht  Subtotal 
Psrcont 

Qenernl Trans d Oht 

Told Trans 8 Olst 

Custorncc A d s .  8 Servlca 
Supewblon 
Meter Roeding 
Customer Records 
Unmlfaded Acoounb 
Misc Cudomer Accounk 

TCM CUSL ~ c d l l  a setvi~, 

Subtola1 
Pamnt  

Adminlstratba 6 Ganaml 
Admlnlsba!Lo and Ganaml 
LBbof Related Ovcl~I~ead 
Idan: Oper Exp Appliad 

Taal Mmln & Gonaral 

Tdel 
Frw Yfater in Lku of Taros 
AmortirSUdn 
RaUramSnt 01&a& 

TOW OpcrsUng Expansas 
O l b r  Op8rellng l n m o  

NM Operating Expanse 

B68 07 
127 14 
743.19 
434.88 
113.98 
178.61 
645.80 322.95 
207.41 103.70 
180.88 171.82 
4W.M , 397.31 . 

4.294.38 905.78 

W.07 
2Q5.76 131 36 
743.19 
209.42 165 26 
113.88 
123.61 64.91 
32295 

9.04 
64.28 a9 43 

fii.se , 37.78 

2.e69.80 10629 24245 OW 

977.05 977.05 
308 54 308.M 

3,707.65 ZW.27 1.140.38 

4.99324 0.W 3,85285 1.140.38 0.00 OW 

71295 49368 2192~) 
1,78904 
2309 2070 143 

1.120.7s 
485.12 
29026 - 

4,42721 2070 4 ~ 5 0 9  21928 
1W.W% 047% 11 18% 4.96% 
5,05232 2371 66600 25024 

1.789.04 
0.88 

1,128 75 
485 12 

290.26 

0.88 1,611.87 2.079.30 

1.00 1,839.46 2372.89 

__I--- 

0.02‘~. 28.41% 46.97% 

9.479.53 44.49 1.06009 46952 1.88 3.451 33 4,452 19 

201.12 
1.025 38 
3,983 47 

276 06 
96 82 --- 

5.581 eo 5,581.84 

24.401 39 1,04027 7,819.12 1.81222 244 33 9,033 13 4.452.19 
morn% 126% 32.04% 7.432 imx 3702% 1825% 

12,510.53 
8,653 50 

(12,262.3Of 
-I_--- 

9,201.73 39229 ,, 2.948.50 . 883.42 92.14 3.208.38 1.078.92 

33.803.12 1.432.56 10.767.69 2,495.75 336.47 12,4393 6.131 11 
963.7~) 063.70 

750.00 23243 14257 375.00 
(00 90) (80.90) ----_ 

35235.92 1.43256 11.882.92 2,495.75 470.04 12.814.51 6,131 .I1 
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Memo 

n / 

To: File 

h y  From: Linda C. Bridwell 

” 
Date: March 2,1999 

Re: Meeting wAouisville Wafer Campany 

On Thursday, February 48, 1999 I met with Greg Heitzman, Bill Rhodes and Jim Brammell 
of the Louisville Water Company (LWC). The purpose of this meeting was to resolve some 
issues and provide a mutual status update for design. 

The first issue discussed was contact with the property owners in Shelby County. LWC bas 
now selected a route adjacent to 1-64 on the north side. KAWC will notify previously- 
contacted property owners that the route has changed. LWC will be responsible far any 
future communications with property owners within the route where they will install the pipe. 
Bill asked me to send him a copy of the previous correspondence we had sent. 

L w  

The second issue discussed was the schedule change in Greg’s letter of January 27,1999. 
I agreed to the schedule change. LWC Will offer this extension to PDR. 

The third issue discussed was the tank site. ’They would prefer to purchase five acres from 
us rather than lease, The transaction will be triggered by KAW once we have closed on 
the property. We also will need to determine administrative costs. 

We further discussed the issue of the competitiveness of the price LWC from Dunaway 
Enginwrs, Obviously, at this point, it would not be feasible to develop competitive 
proposals. LWC will prepare an analysis based on recent work. Greg indicated that 
Dunaway did have concerns about locating the gas line. Based on our experience, that 
concern is warranted. LWC also felt that they had obtained a premium pice based on the 
timeline and scope, but that they would be billed on actual hours. This should be 
significantly reduced based on the shift to the north side. Greg reiterated that LWC woutd 
pay for any costs that everyone agreed were not reasonable. The s W i  to the north side will 
allow coordination with MSD and easier access for the West Shelby Water District. 
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Memo to File 
RE: Meeting w/LWC 
March 2,1999 
Page Two 

We briefly discussed utilities' right of access to sufvey. I agreed that I would obtain legal 
information from Herb and forward this to Greg. LWC will wait on us to tell them when to 
begin easement acquisition on their portion. 

Greg reviewed conversations that they have had with the Shelby County water purveyors. 

Greg also indicated that they had hired Ted Nieman to head up a new department 
transmission. At some point during the design, Ted's group will take over. 

We will target another meeting cluing the first week of April. 

LCB/dm 
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I dsT Colaman Bush 

02/03/99 04:35 PM 

To: Herb Miiler/KAWC/AWWSC@AWW 
cc: Linda BridwelI/KAWC/AWWSC@AWW, ingramjr@skp,com 

Subject: RE: SDC 

Forwarded by Coleman BushlKAWCIAWWSC on 02/03/99 04:35 PM -.--._---.-.--------------- --_-------------" " 

bmiller@lwcky coni on 02/03/99 02:16:03 PM 

Please respond to bmiller@lwcky.com 

To: Coleman BushlKAWCIAWWSC 

Subject: RE: SDC 
cc: 

Regarding the SDC, that wae waived due to the fact that you are reserving 
capacity. If documentation is needed, let's have Herb Miller and Joe Helm 
work on the format. 

Yes, I wa6 married on January 2nd, the day of heavy ice and rain storms. 
Everything i s  going well and we are quite happy. 
502-631-a772.  

I-  
My new home number is 

No, I: did not play the Crash Test Dummies at the wedding OR the reception. 
I did play it for my wife, though. A5 always, she if3 mostly polite about my 
choice of friends. 

- - - - -  Original Message- -- - - 
From: cbush8kawc.com [mailto:cbush@kawc .corn] 
Sent: Thursday, January 2 8 ,  1999 9:05 PM 
To: brniller@lwcky.com 
Cc: hrniller@kawc.com 
Subject: SDC 

During negotiations, I recall your waiving the SIX. We need to get that in 
wrltting . 
n i d  yau tie the knot? And did you play Ccash Test Dummies at t h e  wedding? 

P 

mailto:bmiller@lwcky.com
http://cbush8kawc.com
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T E L  502-569-3600 F A X  502-569-08 I5 

January 27,1999 

Ms. Linda Bridmell, P.E. 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Re: Bluegrass Water Supply Project 

Dear Ms. Bridwell: 

Tl~ank yoa for your letter of January 20,1999. Mr. Jini Brarnmell, Mr, Bill Rhodes, and I met with PDR Engineers 
(Hans Probst, Ray IllIenberg, and Mark Tate) on January 2 1 to review tlie progress of the design of Louisville 
Water Company's poxlion of tlie Bluegrass Pipcliiie. I was pleased to see Uie design is well undenvay and on 
schedule to meet the target March deadline. I have provided the following responsc to the issues identified h your 
letter. 

Item No. 1 - I understand your schedule IW been revised to accommodate a route cImge and you have extended 
our design completion an additional 120 days from March 7 to July 7,1999. With this exiension, we will advise 
PDR. Enginccrs tlut Uieir design completion and final cost estimate have been extended as follows: 

* 
* 

90 percent design plans of pipeline route, including stream crossing details and pcrmit prepamtion by 4/1/39 
(to meet Corps of Engineers permit date) 
90 perrmt design plans of pump station and tank by May 1,1919 
final design plans and specifications for pipe, pump station, and tank by June 1, 1999 
fnnl project cstiinate by July 1, 1999 

I -  

Tlljs revised schedule should accomniod?tc PDR's coordiiiation efforts with Gamett-flelnming. 

Item No. 2 - I underst,andyou will SOOI! coniplelc: your purchase of a 7.34-acre tract in Shelby County Louisville 
Watcr Coinpmy desires to own the property wliere tlie tank and p m p  station will be IoG?~!x~. i will direct PDR IO 
pmcecd with tlie fulal site plan for location of the tank and master meter assembly and preparation of a property plat 
and property description. Tile layout will consider constnictiou. of a future tank should opcntions require such 
storage. I will move forward witli apprbval by the Board of Walcr Works to purchase five acres from Kentucky 
American for a price of $225,000. I will request Mr. Joe Helm to draft a property sale apmnent  and coordinate this 
transaction with Mr. Herb Miller. 

item No. 3 -Louisville Water Company authorized PDR Engineers to use Dunaway Engineers as a subcontractor 
for the route survey work on the pipeline. Mer review of their cost proposal, we beIieve tlie price is competitive. 
Furher, Nitli the high kvcl of consttuction activity m the area, suweying services an: at a premium To meet our 
contract conunitmcnt of 120 days, w e  authorized PDR to pro& with Dunaway To date they have provided 
timely, relia3tc sentice, This is evident from the SubstaiitiaI progress made on die pipeline design to date by PDR 
Since we are under contracc it will be dificult to gct a competitive price from a competing firm. We will request 
that PDR provide us docuinentation supporting the survey service cosls. Upon completion oftlie project design, I 
would suggest we can compare die cost of roiite survey on Louisville Water Company's design portion to tha? of 
Kentucky American's design portion and apply a percentage of total cost and Iengih to resolve this issue. In 
addition, we will prepare a surnmary of similar buisviile Water Company transmission main projects comparing 
the cost of survey services as a percent of total design services. As indicated in the past, we ate wiiling to pay for 
any cost diffcresuial that can he demonstra(ed 

A n  Equal Opportunity  Employer 
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* Ms. Linda Bridwell, P.E. 
I January 26,1999 

Page 2 

Item No. 4 - ERC~OSLX~ is PDR’s Route Evaluation report- From this analysis, ,an alignment dong the n o d i  side of 
Iriterstate 64 has been selected. The Interstate crossing will be just west of f.lighway 55 to Uu: delivery point. This 
route was selected from a joint rcview with PDR and huimille Water Company staff and considered to be the most 
cost effective route, considering cost, constructability, and enviroimiental impact I believe it is safe for you to 
notify Uie Shelby County property owners south of Interstate 64 from the Jeffcrsort County lhc? to Highway 55 Ulat 
an alternate route has been seiected. Considering the route change, I rqnm your authori7Aon fbr 1,ouisvilie Water 
Conipany to begin contacting property ow~uxs along the new pipeline mute, begin preparing casement plats 
,and descriptions, and initiate casement negotiations. I suggcst we set a nieethg in February to review our &asenlent 
acquisition process and the cost parameters for easement purchase. Field work daring evaluation of the final roiite 
has stinred property owner interest, and timely easement acquisition will both expedite the project and redlice 
easeincnt costs. 

Since we me now under design, please adrtress all design compondence to M. Jim Branirnell, Manager ofFacility 
Dcsign and ConsmcLion, with a copy to Mr. Bill Rliodcs, our Project Manager for Uie Bluegrass Pipeline, and me. 1 
will continue to be your prhary contact for any contract issues regarding the Water Supply Agrcernerrt 

Finally, I will ask my secretary, Gale Harper, to m g e  a inceting in mid February to allow our rcspcctive staffs lo 
meet and review progress of the project design. We can also review our casement procurement process at this 
111eeting. 

Please let me know if you need any further infontlation. 

\ Sincerely, 

/dl  

cc: John Hubcr, J i m  Branunell, Bill Nodes - Louisville Water Company 
Joe Helm Brown, Todd & Heybum 
Hms Probst, Mark Tate - PDR Engineers 

LOUISVILLE WATER COMPANY 
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cahnse. Ken tucky-A merican Water Company 1 

2300 Richmond Road - Lexington, Kentucky 40502 (606)  269.2386 + Fax (60G) 2686327 

Undn C:. Bridwell, P.E. 
Dircctor of Engineering 

January 20, 1999 

Mr. Greg Ifeitzrnan, P.E. 
Vice President 
Louisville Water Company 
550 South ‘Third Street 
Louisville, Kentucky 40202 

RE: BZitegras Waier Project Design Services 

Dear Greg: 

f understand that design is well underway and I wanted to follow up with a few items: 

)- Item No. 1 

Due to llie change in our route, we have significantly set back our design schedule. We are on a 
schedule where we will need to confirm with you ?he tank location, rnetei. vault; location and tank 
overflow elevation by March 1, 1999. Additionally, we are now anticipating fiIing an Application 
for a Section 404 permit and a Section 10 permit with the Army Corps of Engineers.Apri1 1. 19%. 
This means that route selection and stream crossing details must be completed by &at time. We do 
not, however, anticipate completing full project design until SeNember 7. 1999. 

I understand that PDWGannett Fleming is required to complete design by March 7, 1999 based 011 

the requirements in the water purchase contract. Kentucky-American Water Company (KAWC) is 
agreeable to relaxing that requirement to allow an additional 120 calendar days for design, as long as 
the infomiation requested above can be completed within the time sciteduled. This would allow 
design completion by July 7, 1999. 

. 

Item No. 2 

KAWC is in the process of completing negotiations €or the purchase of 7.34 acres in Sheiby County 
for the metering point and booster station site, but we will only be utilizing two acres. The 
negotiated price of this site is $45,000 per acre. It is my understanding the Louisville Water 
Company (LWC) may be interested in utilizing part of this site for its additional facilities, including 
the tank. I would appreciate that if you are interested, you provide me with the amount of land 
needed and any utilities or speciat requirements for your site. I understand that you already have a 
copy of the site layout from PDR We can begin to negotiate a purchase or leasing agreement with 
the LWC. 
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To: Davld M ReveslSYSENG/CORP/AWWSC@AWW 
cc: Nick Rowa/KAWC/AWWSC@AWW 

Subject: BWP - LWC contract 

I thought maybe I had only imagined sending you the info. The minimum usage requirements from 
the LWC contract were listed in a 7 2/21 response from me to an item that is listed with a 12/11/98 
due date under my responsibility, title KAWC contract with LWC. 
If there is still any confusion, or any other questions about the contract, pteesa let me know. 
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LOUISVILLE WATER COMPANY 
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PDR ENGINEEERS, INC. 
400 Meidinger Tower 

Louisville, Kentucky 40202 
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. .  
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SUMMARY 

This report evaluates three pipeline route scenarios for delivery of water to Kentucky-American 
Water Company (KAWC). Project cost, hydraulics, construction, easement and property 
acquisition, operation, maintenance, and public acceptance of these scenarios is considered. 
Significant analysis elements for each route are tabulated in a matrix fonnat for comparison. 

. .  

,.- 

" _  

Each pipeline route alternative provides KAWC a delivery point west of Highway 55 in Shelby 
County approximately one-half mile south of 1-64 near the LG&E/Westem gas transmission 
main. The LWC English Station Reservoir serves as the origin for all three routes. 

I _  

_ . _  

This report considers siting a LWC 35 MGD pumping station in Jefferson County in the vicinity 
of 1-265 between Shelbyville Road (US-60) and 2-64 and a LWC 2.5 rniilion-gallon elevated 
storage tank in Shelby County near the end of the project. Uetaiied site selection analysis for the 
pumping station and elevated tank has not been conducted as of this time. However, based on 
information available, preliminary recommendations can he made for siting the pump station and 
elevated storage tank. Formal recommendations shall be forwarded as a letter amendment. 

The primary characteristic of the recommended pipeline route is its northern adjacency to 1-64. 
The recommended route begins west of English Station Road across from the 10 million gallon 
LWC Enklish Station Reservoir using 60-inch PCCP. The route heads south and crosses US-60 
and proceeds in a western adjacency to Urton ]Lane, then crosses Urton Lane to form a western 
adjacency to 1-265 and an existing LG&E easement. The pipeline will convert to 36-inch 
Pressure Class 350 DIP (or 36-inch PCCP aIlernate) apptaximateiy 2500 feet north of 1-64 where 
it crosses 1-265 and forms an eastern adjacency to 1-265. Then, the route forms a northeast 
adjacency to the LG&E gas pipehe easement in the northeast corner of the 1-644-265 
intersection until it reaches 1-64 where it fiAlows a northern adjacency until approximately 1250 
feet west of Highway 55 in Shelby County. At this point, the pipeline route crosses 1-64 to a 
proposed KAWC pump station site located approximately one-haif mile south of 1-64 near the 
LG&E/Westerii gas transmission main. 

).-- 

Three site alternatives located adjacent to 1-265 between 1-64 and US-60 are considered for ding 
the LWC 35 MGD pumping station. At this time, the recommended pump station site is located 
west of 1-265 approximatety 2500 feet north of 1-64 indicated as Pump Station Site I ,  Access 
can be from Urton I m e  along 1-26s in easement acquired for the pipeline. 

_ .  

At this time, the recommended elevated storage tank site is Iocated on the seven acre site 
adjacent to Highway 55 and Brunerstown Road identified by KAWC for their pumping station 
which is expected to require two acres, leaving five acres available for the LWC elevated tank. 
This site has eIevations up to 790 feet. Three additional areas are considered for siting the 
elevated tank. These sites located near the 1-64 Veechdale exit have elevations up to 8 10 feet. - .  

The estimated length of the recommended mute i s  78,900 feet - 6300 feet of SO-inch PCCP and 
72,600 feet of 36-inch DIP (or PCCP). Approximately 60 easements will be required. The 
preliminary estimated cost for the project including engineering and inspection, property rights 
and acquisition, and construction is $29,004,250. 
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EVALUATION NARRATIVE 

Three routes, two of which have alternates, all providing KAWC a delivery point west of 
Highway 55 in Shelby County approximately one-half mile south of 1-64 near the 
LC&E/Western gas transmission main and beginning at the LWC English Station Reservoir have 
been analyzed. This report cnnsiders project cost, hydraulics, construction, easement and 
property acquisition, operation, maintenance, and public acceptance of .these scenarios. 
Significant analysis elements for each route are tabulated in a matrix format for comparison. 

- _  

_ _  _ _  

, _  

ROUTE 1 

Route 1 begins at English Station Road across fi-om the 10 million gallon LWC English Station 
Reservoir using 60-inch PCCP. Proceeding southeast, it crosses SheIbyviile Road (US-60) and 
proceeds southeast in a western adjacency to Urton Road, then crosses Urton Road and forms a 
western adjacency to 1-26s and an existing LG&E easement. Upon exiting the LWC pumping 
station, the pipeline will reduce to a 36-inch Pressure Class 350 DIP (or 36-inch PCCP alternate) 
approximately 2,500 feet north o f  1-64 where it crosses 1-265 and proceeds south in an eastern 
adjacency along 1-265. It lhen heads southeast in an eastern adjacency to a L,G&E gas pipeline 

) - * easement until il reaches 1-64 where it follows a northern adjacency until approximately 1,250 
feet west of Highway 55 in Shelby County. Then it crosses 1-64 to a KAWC proposed pumping 
station site located approximately one-half mile south of I- 44 near the LG&E/Western Gas 
Transmission Main. 

ROUTE 1 ALTERNATE 

Route 1 Alternate (1A) begins at English Station Road across From the 10 million gallon 1,WC 
English Station Reservoir using 60-inch PCCP. Proceeding southeast, it crosses Shetbyville 
Road (US-60) and proceeds southeast in a western adjacency to Urton Road, then crosses Urton 
Road and forms a western adjacency to 1-265 and an existing LG&E easement. Upon exiting the 
LWC pumping station, the pipeline will reduce to a 36-inch Pressure Class 350 DIP (or 36-inch 
PCCP alternate) approximately 2,500 feet north of 1-64 where it crosses 1-265 and proceeds 
south in an eastern adjacency dong 1-265. It then heads southeast in an eastern adjacency to a 
LG&E gas pipeline easement until it reaches 1-64 where it foilows a northern adjacency until it 
crosses 1-64 south of the Lincoln Ridge Job Cops  Center. The route then proceeds in a south 
adjacency to 1-64 until approximately 1250 feet west of Highway 55 in Shelby County to a 
KAWC proposed pumping station site located approximately one-half mi'fe south of 1-54 near the 
LG&E/Westem Gas Transmission Main. 

2 
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- ROUTE2 
_ _  _ -  

Route 2 begins at English Station Road across froni the I O  million gallon LWC English Station 
Reservoir using 60-inch PCCP, Proceeding southeast, it crosses Shelbyville Road (US-60) and 
proceeds southeast in a western adjacency to Urton Road, then crosses Urton Road and forms a 
western adjacency to 1-265 and an existing LG&E easement. Upon exiting the LWC pumping 
station, the pipeline will reduce to a 36-inch Pressure Class 350 DIP (or 36-inch PCCP alternate) 
approximately 2,500 feet north of 1-64 where it crosses 1-265 and proceeds south in an eastern 
adjacency along 1-265. It then heads southeast in an eastern adjacency to the LG&E gas pipeline 
easement until it reaches 1-64 where the route crosses 1-64 and continues south approximately 
800 feel, then tums east and runs adjacent to an unimproved road for approximately 2,000 feet 
where it crosses English Station Road. Turning northwest, the route proceeds to 1-64 where it 
proceeds eastward following a southern adjacency to 1-64 until approximately 1250 west of 
Highway 55, where it heads southward to the KAWC proposed pumping station site located 
approximately one-half mile south of  1-64 near the LG&E/Western Gas Transmission Main. 

- .  

_ ,  

. _  

ROUTE 2 ALTERNATE - 
Route 2 Alternate (2A) begins at English Station Road across from the 10 million gallon LWC 
English Station Reservoir using 60-inch PCCP. Proceeding southeast, it crosses Shelbyville 
Road (IJS-60) and proceeds southeast in a western adjacency to Urton Road, then crosses Urton 
Road and forms a western adjacency to 1-265 and an existing LG&E easement. Upon exiting the 
LWC pumping station, the pipeline will reduce to a 36-inch Pressure Class 350 DIP (or 36-inch 
PCCP alternate) approximately 2,500 feet north of 1-64 where it crosses 1-265 and proceeds 
south in an eastern adjacency along 1-265. It then heads southeasl in an eastern adjacency to a 
LG&E gas pipeline easement until it reaches 1-64 where it follows a northern adjacency until it 
crosses 1-64 appraximately 2,000 feet east of Clark Station Road. The route then proceeds 
southeast adjacent to a telephone easement until it iiitersects with Conner Station Road and 
continues adjacent to the road for approximatety 600 feet where it crosses Conner Station Road. 
Then the route continues adjacent to Conner Station Road for approximately 600 feet where it 
turns southeast adjacent to an unimproved road until it reaches Majestic Oaks Subdivision. AAer 
traversing through Majestic Oaks Subdivision, the route reaches Highway 1399, and follows 
Highway 1399 until it intersects a road approximately 900 feet north of Highway 1848. There, 
the route tums cast following adjacent to a road until it reaches 1-64 where it proceeds east in a 
southern adjacency to 1-64. Approximately 1250 feet west of Highway 55 in Shelby County, the 
route turns south to a KAWC proposed pumping station site located approximately one-half mile 
south of 1-64 near the LG&E/Western Gas Transmission Main. 

3 
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ROUTE 3 
. _  

Route 3 is nearly similar to Route 3b discussed in LWC Preliminary Route Analysis dated May 
I ,  1998. Route begins at English Station Road across fiom the IO million gallon LWC English 
Station Reservoir using GO-inch PCCP. Proceeding southeast, it crosses Shelbyville Road (IJS- 
60) and proceeds southeast in a western adjacency to Urton Road, then crosses Urton Road and 
forms a western adjacency to 1-265 and an existing LG&E easement. Upon exiting the LWC 
pumping station, the pipeline will reduce to a 36-inch Pressure Ciass 350 DIP (or 36-inch PCCP 
alternate) approximately 1,500 feet north of 1-64 where it crosses 1-265 and proceeds south in an  
eastern adjacency along 1-265. It  then heads southeast in an eastern adjacency to the LC&E gas 
pipeline easement until it reaches 1-64 where the route cmsses 1-64 and cantinues south 
approximately 400 feet where it turns east to form a northern adjacency to the existing cross- 
country LG&E gas transmission main. It then follows the LG&E/Western Gas transmission 
main to a KAWC proposed pumping station site along Highway 55 located approximately one- 
half mile south of 1-64. 

. .  

i 
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OBSERVATIONS 

As shown on the pipeline routes on the USGS maps, all the routes have the same amount of 
Interstate, highway, railroad, and creek crossings. Therefore, these issues are neutral fi-om an 
analysis perspective. All routes are expected to encounter significant rock. Trees encountered 
on the routes will primarily be in wooded areas. Overhead electric and communication towers 
do not appear to pose significant difficulty to any route. Wetlands and Archeological studies 
have yet to be conducted so these issues are neutral for all routes. The above mentioned issues 
are rated neutral for all routes considered. All routes have the same beginning and end. 

. "  

. _  

- 7  

. .  

ROUTE 1 

Route I appears to be the most favorable, primarily for the following reasons: least amount of 
property easements and crossings of improved property; and closest proximity to potential in- 
route markets. Route 1 crosses no signature entries. Driveway crossings and 
residentiallimproved landscaping is minimal. The terrain is primarily gentle and has some 
rolling and hilly areas. The creek bottoms on Route 1 appear to be easier to cross than in Routes 
2 and 3. There are approximately 60 property easements required, the majority them being 
adjacent to Interstates. Traffic control requirements will be minimal except at highway and 
roadway entries to easements and hard surface secondary road crossings. 

- Accessibility for equipment and materials delivery, both hture and present, is good. The main 
drawback to this route is a pond, located in the Lincoln Ridge area that will encroach the 50-foot 
easement necessary for the water line installation. , 

ROUTE I ALTERNATE 

Route 1 A is the same as  Route I until it crosses 1-64 south of Lincoln Ridge avoiding the pond, 
Evaluation features of Routes L and IA are closely similar. By making the 1-64 crossing at 
Lincoln Ridge, the approximate number of easements necessary increases to 69. Future service 
extensions are less desirable with this alignment compared to Route 1. 

ROUTE, 2 

Route 2 follows the same alignment as Routes 1 and 1A until just east of the 1-265 and 1-64 
interchange where it crosses 1-64 and forms a southern adjacency to 1-64. The tenain and 
crossings are similar to Routes 1 and 1A. Creek crossings are considered more difficult. The 
number of easements necessary increases to 79 and includes an active sod farm being operated at 
Beckley Station Road and Wibble Hill Road adjacent to FIoyds Fork. Accessibitity for 
equipment, material, and future service extensions are approximately the same as Route 1A and 
less desirable than Route 1. 

5 
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ROUTE 2 ALTERNATE 

Route 2A follows Route I until approximately 2,000 feet east of Clark Station Road where it 
turns south and crosses 1-64. This route then follows adjacent to improved roads until it once 
again runs in a southern adjacency to 1-64 approxhateIy 1,400 feet east of Highway 1848. The 
water line from the point east of Highway 1848 then follows Route 1A to its conclusion at 
Highway 55. Route 2 passes through Majestic Oaks Subdivision which is currently under 
development and has a significant and completed signature entry, Residential landscaping 
restoration and public acceptance will become an issue with Ronte 2A. The terrain and crossings 
remain nearly the same as Route 2, except where the pipeline follows the cross-country 
telephone easement between CIark Station Road and Comer Station Road. 

The number of easements necessary increases to 88 due mostly to single family lots within the 
Majestic Oaks Subdivision. Due to proximity to existing roads and the Majestic Oaks 
Subdivision, lraffjc control becomes an issue. Accessibility for equipment, material, and future 
service extensions are approximately the same as Route 1A and 2, and less desirable than Route 
1. 

ROUTE 3 

,,) - Route 3 follows the previous routes except that it continues south in a western adjacency to 1-265 
to approximately 1,500 feet from 1-64. It crosses 1-265, runs adjacent to an existing LC&E 
easement, crosses 1-64, and then runs in a northern adjacency to the LG&En;Vestern Gas 
easement, 

Route 3 passes through random properties therefore creating problems with !andscaping and 
driveways. The cross-country terrain for this alignment is more rugged and access for 
construction material and equipment will be more difficult. The number of easements necessary 
wilt increase to 95; many are single family residences. Traffic control will be approximately the 
same as Route 2 Alternate. The proposed 50 foot LWC easement intersects rather than running 
adjacent to many of the property lines thus creating a less than desirable reaction %om property 
owners. An additional 50 foot water pipeline easement adjacent to an existing 32 fool gas 
pipeline easement will be less acceptable to the public than an additional 50 foot water pipeline 
easement adjacent to an existing 350 foot Interstate Highwky right-of-way. Accessibility for 
equipment, material, and future service extensions will be considerably more difficult than the 
other mutes. 
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To: David M RwEs/SYSENG/CQRP/AWWSC@AWW 
cc: Nick Rowe/KAWC/AWWSC@AWW 

Subject: Louisville Contract 

As I indicated in the database discussion, 1'11 send you a copy of the contract with Louisville. As i 
stated, the negotiations were agonizing, so I would appreciate it if you don't send a copy to  anyone 
else ..- I really don't want our consultant trying to play the role of lawyer, or what if. If there are 
specific questions, 1 would appreciate it i f  you could double check with me, because I was 
unfortunately involved in almost all of the negotiations and am fairly clear on the intent of the 
document. As you will see, the engineering issues are fairly straightforward. Thanks, Dave1 
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jTOLL, KEENON & PARK, LLP 
!OJ East Maln Street, Sulte I000 
sxfngton, Kentucky 40507-1 380 

'elephone: (606) 231-3000 
'elecopfera: (606) 253-1093 

(606) 253.1027 

* * * * * * e  

CLIENT MArrER NO.: 
00 1 O/OIO3 I VI00 133 [LOCAL] 

TELECUPY TRANSMi7TA.L SHE&T 

PLEASE DELIVER A COPY TO: Roy W. Mundy 11 
Llnda C. Brldwell 
Herbert A. Mlller, Jr. 
Coleman D. Bush 
Nick Rawe 

FAX NO.: 268-6327 

FROM: Llndsey tngram, Jr. 

DATE: ilecember 2,1998 

"- 

NOTE: Thla teiecapy totals &. page($) including this Cover shesf. If 
you do not ttx@lVe all of the pages, please call Sharon Lyklns at 
(606) 231-3034. PLEASE DELIVER IMMED1ATELY UPON RECEIPT. 

,.* . . p ~ -. . . . .". . . * . .  . "  

" .  
. ,  
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lo: David M ReveslSYSENG/CORP/AWWSC@AWW 
cc: 

Subject: Re: Weltrman's Letter to Shelbyville Water Company 3 
Dave, 1 think everyone understands that we would have to do same work an our side to  take much 
more. There was some initial concern about what was the maximum that Louisville could deliver to 
us and they came up with this 35 MGD. I'm not too worried since it woutd take some major 
changes to  need more than 23 MGD (or close to it). Or let me say that there was some excitement 
because Louisville claims that they have capacity to serve up t o  36 a t  the metering point, but it 
really doesn't have a significant difference a t  this point. 
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To : 
cc: Nick Rowe/KAWC/AWWSC@AWW 

Linda Brid welIlKA WC/AWWSC@AWW 

Subject: Heitzman's Letter t o  Shelbyville Water Company 

Linda: Greg states in this tetter (dated November 13, 1998) that " t h e o s e d  36-inch 
SUODIV water UD t o  7 2 MG D above th e needed 23 MGD caDacitv I- ". I hope I misread 
this ar that it was a typo. A t  23 MGD, the velocity in the pipeline will be 5.0 ft/sec, which from a 
surge standpoint, is the maximum "rule of thumb" velocity, Velocities can be higher, but the higher 
you get, the more risk you take from a surge standpoint (it would be 7.7. ftlsec at 36 MGDI. At 23 
MGD, the discharge pressure at LWC's booster will be about 76 psi. At 35 MGD, it will be about 
166 psi which is still below their limit of 175 psi which is probably where they came up with the 12 
MGD. Since the minimum pressure class DIP manufactured is 150 psi, and we agree that the 
installed pipe should have a rating at least 50 psi higher, the ability for LWC to pump 35 MGD would 
not even have an effect on the pipe that goes in the ground. I guess LWC can do whatever they 
want on their side, but I'm really surprised to  hear that they would allow velocities that high. Maybe 
their thinking is that they could live with it for brief periods. The point I want to make however, is 
that the 36-inch KAWC pipeline has a capacity of maybe a little more than 23 MGD depending on 
how we select the pressure class of the pipe (maybe another 2-3 MGD). I don't want anyone to  
think t h a t  we can get 35 MGD through this pipe. Since LWC's pressures are so low, the need to 
operate at  higher flows with higher pressures only has an impact on the pump selection, and not the 
pipeline pressure class or size. However, on the KAWC side, our pressures are so high that every 
little increase in flow, which in turn increases the pressure, potentially results in the need to  either 
increase the pipeline pressure rating, add more boosters, or increase the pipeline diameter, alI of 
which will be big bucks. Again, I just want to  make sure that this is clear to everyone since the 
issue of  the ultimate pipeline capacity has come t~p  several times before ..... Dave 

. .  
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550 S O U T H  T H I R D  S T R E E T  L O U i S V I L L E ,  K E N T U C K Y  4 0 2 0 2  

T E L  502-569-3600 F A X  5 0 2 - 5 8 9 . 0 8  1 5  

JOHN L. HUBER 
PRESIDENT 

November 16,1998 

Mr. Herbert A. Miller, Jr. 
Corporate Counsel 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

11/19/98 - COPY to: RM, CB, NR, 
EG, LB, BB 

Note: This is confidential until we 
file it w i t h  the PSC. 

Dear Me rb: 

Enclosed are four fully executed copies of the Water Supply Agreement. 

Design of the water main from English Station Road and U. S. Highway 60 to 
Kentucky Highway 55 at Interstate 64 is being initiated in accordance with Mr 
Mundy's recent letter. 

1- 

Please extend our appreciation to the Kentucky-American staff for the 
professionalism and courtesy exhibited throughout these negotiations. 

Since rely, 

President 

jcm 
enclosures 

cc; Mr. Joseph B. Helm 
Mr. LindseyW. Ingram, Jr. 

An Equal Opportunity Employer 
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WATER SUPPLY AGREEMENT 

THIS WA"l3R SUPPLY AGREEMENT, dated as of this day of d B d @ W a  ~ 

1998, between 

LOWSVILLB WATER COMPANY, 
SSO South Third Street 
Louisville, Kentucky 40202 ('IS eller"). 

and 

KENTUCKY-AMERICAN WATEft COMUANY, 
2300 Richmond Road 
Lexington, Kentucky 40502 ("Buyer") 

RECITALS 

A Seller, a Kentucky corporation all of the stock of which is owned by the City of 
L,auisville, is governed by the Board of Water Works pursuant to Sections 96.230 through 96.310 
of the Kentucky Revised Statutes and is statutorily permitted to sell water to customers taking 
service in Jefferson, Oldham, Shelby, Spencer, Bullitt and Hardin Counties, Kentucky. 

1- 3. Seller owns and operates water treatment and distribution facGties and utilizes its 
facilities to provide water service on a retail and wholesale basis throughout lefferson County, 
Kentucky and in large areas of Oldham, Shelby, Spencer, and Bullitt Counties, including, among 
others, wholesale service to West Shelby Water District, North Shelby Water District and the City 
of Taylorsville; 

C. Seller has available treatment and storage capacity sufficient to meet Buyer's needs 
set forth in this Agreement; 

D. Buyer, a Kentucky corporation, engages in the manufacture of water for sale and 
service to customers in the counties of Fayette, 3ourbo11, Clark, Harrison, Jessamine, Scott, and 
Waodford; and 

E. Buyer is desirous of  securing a continuing, dependable source of water ta meet the 
present and firture needs of Buyer's customers and plans construction of extended transmission 
facilities to the Point of Delivery, defined below, to connect its existing system with Seller's. 

W I T N E S S E T H :  

NOW, THEREFORE, in consideration of the mutual covenants and conditions herein 
contained, the parties agree as follows: 
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1, DEFIN'ITIONJ. In this Agreement, these terms have the meanings indicated below: 

(a) Boiect Facilities: Fixtures, equipment, water transmission mains, metering 
equipment, vaults, storage facility, pipes, pump station, and other improvements and facilities 
designed and to be constructed to Selier's specifications and approved by Buyer to be used for 
delivery of Service under this Agreement together with easements and other real property rights 
acquired with respect thereto. Such facilities shall be owned by the Seller. 

(6) Point of Delivery: The connection af the Project Facilities to Buyer's 
facilities. The connection wiH be at a point in Shelby County, Kentucky at or near the intersection 
ofhterstate Highway 64 and Kentucky Highway 55. 

(c) Service. The delivery of treated, potable water by Seller to the Point of 
Delivery under this Agreement pursuant to the standards set forth in Section 9, subsections (a) and 
(b) and as may be changed by operation of Section 13. 

2. DESIGN OF PROJECT FACElTIESr 

(a) The Project Facilities wifl be designed by Seller, Buyer retaining the right to 
approve the selection by Seller of outside professional engineering assistance in creating such design, 
such approvat not to be unreasonably withheid, and to approve the scope of the design within the 
framework set forth immediately below. To the extent this Agreement is not executed by August 
1, 1998, then the design completion date shall be extended by the time subsequent to August I ,  
1998, until execution of this Agreement. ) - 

(b) The design of the Project Facilities shall include, among other things, a 60- 
inch transmission main Earn Seller's English Station Road Reservoir to the intersection of Interstate 
Highway 265 and Interstate Highway G4 in Jefferson County, a 36-inch transmission main from such 
intersection eastwardly to the intersection of Interstate 'flighway 64 and Kentucky Highway 55 in 
Shelby County (the location of the Point of Delivery), a 23 million gallon per day pump station 
situated in the Interstate 265-Interstate 64 intersection area, and a water storage facility With a 
minimum capacity of 1.0 million gallons situated dong the 36-inch transmission main in Shelby 
County west of the Point of Delivery. Attached, designated EXE€U3IT A, is a plat indicating the 
general location and route of the Projer,t Facilities. Any subsequent change in the desigdroute which, 
individually or in the aggregate, increases the costs of the construction or operation of the Project 
Facilities to be paid by Buyer shali be subject to Buyer's prior written approva1, which approval shall 
not be unreasonably withheid. 

(c) SelIer understands that the design of the Project Facilities must be fbily 
completed in a form and substance satisfactory to Buyer prior to Buyer's application to the Kentucky 
Public Service Commission (the "PSC") for a Certificate of Convenience and Necessity. 
Consequently, the date of completion for such design shall not be later than December 1, 1998, time 
being of the essence. 
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(d) Also, on or before December 1, 1998 Seller will provide Buyer with its 
estimated cost of the portion of the Project Facilities for which Buyer is agreeing to pay as 
hereinafter provided and an estimate of the cost of the remaining (Seller's) portion 

3 .  PROPERTY ACOUISITION: Upon receipt by the Seller of Buyer's written 
instructions and within the limitations of such, Seller will initiate an effort to acquire easements and 
other property rights needed in the construction and installation of the Project Facilities, keeping 
Buyer advised froin time to time as to its progress and as to any obstacles encountered in such 
procurement. Seller's efforts to acquire easements and other property rights shall be made 
expeditiously and in good faith. With respect to property rights being acquired at Buyer's cost, 
Seller wit1 not purchase any of them without the costs thereof being approved by the Buyer and will 
not file condemnation actions without Buyer's direction to do so. 

4. BrCIDTNG ON CONSTRUCTION OF PROJECT FACILITIES: Upon receipt of 
written instructions from Buyer, and within the limitations contained therein which shall not be 
contrary to law or Seller's written contract bidding procedures, Seller will initiate its construction 
contract bidding process for the Project Facilities, including the advertising for and the taking of bids 
in accordance with its invitation to bid. 

5. CONSTRUCTION OF PROJECT FACILITIES: 

(a) Upon receipt of written instructions from Buyer, Seller will proceed with the 
awarding (preceded by rebidding if previously submitted bids have expired) of the Project Facilities 
construction contract(s) to the qualified bidder(s) submitting the lowest and best bid(s). ) -  

(b) Seller, using a professional engineering firm, registered in Kentucky, will 
supervise the construction of the Project Facilities and Will complete same to the Pomt of Delivekjr 
no later than eighteen months from the date Seller receives the initial written instructions, set forth 
in Section S(a), immediately above, time being of the essence. The completion of construction of 
the Project Facilities with water service being available at the Point. of Delivery is referred to as the 
"Construction Completion Date". 

(c) Delays in construction may cause reasonable extension of the construction 
Completion Date provided such delays are the result of unanticipated adverse weather conditions, 
labor unrest, natural disasters, legal obstacles encountered in easement acquisition or other 
circumstances beyond Seller's control. Also, if Seller deems it necessary to rebid the construction 
contract(s) because of the expiration of the previous bids, the Construction Completion Date will be 
extended to accommodate the delay caused by such rebidding. 

6. PROJECT FACILITIES' COSTS ALLOCATION: 

(a) Except as otherwise provided in Section 6(c) Buyer agrees to pay the 
reasonable and necessary costs of design, site acquisition and construction of the Project Facilities, 
which costs inciude, but are not limited, to the following: 
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Consulting Engineering Services Bid Publication 
Easement and other Property Rights 
Easement Acquisition Agent Materials 
Recording of Real Estate Documents 
Red Property Appraisals 
Miscellaneous Out-of-Pocket Expenses 

Construction Contract(s) Obligations 

Reproduction and Printing 
Measurable In-house Engineering Planning, 

Design and Construction Administration 

(b) In addition, Buyer agrees to pay Seller's costs incurred with respect to the 
financing of Buyer's share of the Project Facilities, which costs include but are not limited to, 
financial advisor charges, bond counsel and other legal expenses, printing and other reproduction 
costs and marketing and travel expenses and pre-issuance financing costs, referenced in Section 7(a), 
below. 

(c) Seller will be responsible for the costs of the design, site location and 
construction of the pump station and the Shelby County water storage facility. In addition, Seller 
shall be responsible for the incremental costs of material and installation of any portion of the 
transmission main, the diameter of which is greater than 36 inches so iong as such increase in 
diameter is not the requirement of Buyer. Provided, however, in the event the Project Facilities are 
not built, Buyer will reimburse Seller for the design cost of the pump station and the storage facility 
in return for which Seller will assign all of its right, title and interest in and to such design to Buyer. 

7. WOXClNG-AND PAYMENT OF BUYER'S COSTS: 

i- (a) Inasmrich as most, if not all, of the costs incurred by Seller on Buyer's behalf 
in the design, property acquisition, bidding, and construction of the Project Facilities can be paid 
from the proceeds ofissuance of tax-free or taxable revenue bonds, contempIated under Sections S(a) 
or (b), below, Seller is agreeable to financing all pre-issuance costs with the understanding that it will 
be reimbursed in full from the bond proceeds for such costs, including its financing costs, to the 
extent permitted under the terms of the bond issue; otherwise such reimbursement is to be made by 
Buyer in accordance with Section 8(c), below. 

(b) Seller will advise Buyer of its pre-bond issue design, property acquisition and 
bidding costs. SeUer, within 30 days of such advice, will finance the amount thereof anticipating 
reimbursement from bond proceeds pursuant to Subsection (a), above. 

(c) Construction costs, unless paid directly from bond financing proceeds, will 
be invoiced by Seller to Buyer as incurred with Buyer to be responsible for providing funds to Seller 
in advance of any construction contract payment deadhe relating to progress and final payments. 

(d) Seller's cost incurred an Buyer's behalf not reimbursable, or not to be 
reimbursed, from bond proceeds will be paid by Buyer in full within 30 days of receipt of Seller's 
invoice. 

(e) Buyer reserves the right to dispute costs it deems to be unreasonable but 
agrees that it will indemnify Seller and hold it harmless for any judgments, settlements, legal fees 

,I . ". 
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and other costs incurred by SeIier as a result of Buyer's refusal to pay SelIer with respect to a third 
party claim. 

8 .  FINANCING.@ BUYER'S SHARE OF COSTS OF PROSECT FACILITIES: 

Buyer agrees ta reimburse Seller for all Project Facilities' costs, the cost of which Buyer has 
assumed hereinabove. Such reimbursement will take one or more of the following forms: 

(a) By reimbursing Seller for its costs, including, but not limited to, debt service 
and issuance costs, through the issuance of tax-free, municipal revenue bonds by the Seller, the 
proceeds of which are to be used to pay or to reimburse Setfer for the Project Facilities' costs, to the 
extent such costs are eligible for reimbursement from bond proceeds, it being understood that the 
contemplated bonds will be sold on a competitive bid basis and the bid award will be made by Seller 
only after consultation with Buyer. Attached hereto and designated Schedule A is a Projected Debt 
Amortization Schedule which assumes a $ I  ,000,000 issue, bearing interest at 6% per annum and 
maturing over a 20 year period, said Schedule being attached for illustrative purposes only; or 

@) Failing the availability of above described tax-free financing, by reimbursing 
Seller for its costs, including, but not limited to, debt service and cost of issuance, through the 
issuance ofcorporate revenue bonds by Seller or Buyer, at 3uyer's option, the proceeds ofwhich are 
to be used to pay or to reimburse Seller for the cost of the Project Facilities, it being understood that 
the contemplated bonds, if issued by Seller, will be sold on a competitive bid basis with the winning 
bid to be awarded by Seller only after consuitation with Buyer; or 

1- 
(c) By progress payments from Buyer to Seller to be made within 30 days of 

invoice, the first such payment to be made within thirty days of Buyer's written advice that no bond 
issue financing is to be pursued and to be in an amount equal to the sum of all amounts previousiy 
incurred by Seller irkchiding those financed pursuant to Section 7(a), above, plus the financing cost 
thereof. The provisions of this subsection also shall be applicable to invoices from Seller that are 
later determined to be ineligible for reimbursement from bond proceeds. 

(d) If  Seller's bond instruments permit prepayment of part or all of the debt 
obligation, and if Buyer is not in default of any of its payments to Seller under this Section and 
Section 1 1 of this Agreement, then Buyer has the right to instruct Seller on a timely basis to exercise 
the prepayment privjIege and shall simultaneously pay to Seller the amount of the prepayment 
needed, including premium, if any, to remit to the holders of the debt instruments being redeemed 
and any redemption expenses. 

(e) Failure of Buyer to provide Seller with readily available b d s  in time to meet 
any debt payment requirements or construction contract obligation will result in a 5% penalty on the 
ddinquent amount to be added to such delinquent payment for each month or partial month such 
payment and penalties thereon are delinquent. 

( f )  The parties understand and agree that the pledge securing the proposed 
revenue bonds will be Buyer's promise to pay the debt service thereon. Buyer agrees ta cooperate 

I 
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with Seiler in good faith in preparing for and marketing the bond issue, including, but not limited 
to, the meeting af all disclosure requirements.. 

9. -- SERVICE AT THE POlNT OF DELIVERY: 

(a) Condition. Seller will provide Buyer Service at the Point of Delivery, which 
meets or exceeds all applicable drinking water standards in effect at the time of delivery. 

(b) Flow Rate and Pressure. Seller shall design and construct the Project 
Facilities to make them capable of delivering water to Buyer at the Point of Delivery having a flow 
rate of up to 23 million gallons per day and water pressure of not less than thirty pounds per square 
inch (30 psi). 

(c) Rate of Flow Demand. While Buyer is reserving up to 23 million gallons per 
day of Seiler's production capacity, its requirements will be, as presentty contemplated, substantiafly 
less than that during much of the duration of this Agreement Such is recognized in Exhibit 3, 
referenced in Section 1 1, setting forth the parties' rate arrangements. Nevertheless, Buyer may at any 
time and from time to time be in need of 23 miilion gallons per day, or significant portions thereof. 
At the same time, Seiler desires as much advance notice as it CM get with respect to any significant 
demand increase by Buyer in order that Selter's operations will not be adversely affected by a sudden, 
out of the ordinary demand on its production and transmission facilities. With such in mind, the 
parties pledge to each other open cornmunications, %om the Buyer to the Seller of any operational 
situations that may cause it to signrficantly increase its water needs in the near future, i.e. 
pladequipment outage, drought predictions, etc., and From Seller to Buyer of Seller's operational 
situations that might adversely affect Seiler's ability to immediately respond to any sudden need of 
Buyer far a signiricant increase in volume of water at the Point of Delivery, i.e plant/equipment 
outages, planned and unplanned, and other factors that might affect its ability to deliver water. 
Regardless, SeIIer agrees to supply Buyer's demands, as same may be altered from time to time, and 
with reference to any sudden significant demand increase, as soon as possible after notification by 
Buyer, barring problenis beyond Seller's control. 

1 -  

(d) Service to Others.. Seller warrants and represents that any water service ta 
others prior to the Point of Delivery provided through or fromthe Project Facilities shall not interfere 
with its service or diminish its obligations to the Buyer under this Agreement. 

(e) Failures. Buyer acknowledges that unexpected supply or treatment problems 
may occur which are beyond Seller's control. In the event Seller, when called upon, is unable to 
provide Buyer with Service under the terns of this Agreement for reasons beyond Seller's controi, 
Seller shall use its best efforts ta restore the Service to the qtrality, rate of flow and pressure required. 
Time is of the essence in aI1 situations where such Failure and duty of restoration exists. In the event 
delivery problemsIirnit or prevent the delivery ofwater to any of Seller's other customers, then SeIier 
agrees that any restrictions, placed by it or upon it by others as to water delivery, shall apply to the 
Buyer in the same manner as applied by Seller to other customers. 
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10. BTENNG ARRANGEMENTS: Seller agrees to h r i s h ,  install, maintain, repair 
and replace at the Point of Delivery a service meter or battery o f  meters, including meter house or 
vatlt, far properly measuring the quantity ofwater being delivered to Buyer and to test such metering 
equipment whenever requested by Buyer but no more frequently than once every six months with 
the results a€ such tests provided to Buyer. Buyer may require Seller to conduct tests more oRen 
than every six months, but at its own expense. A meter registering between 98.5% and 101 5% of 
the actual flow shall be deemed to be accurate Previous readings of any meter disclosed by test to 
be inaccurate shall be corrected for three months previous to such test in accordance with the 
percentage of inaccuracy found by such test, If any meter fails to register for any period, the amount 
of water fbrnished during such period shall be deemed to be the amount of water delivered in the 
corresponding period immediately prior to the failure, unless Seller and Buyer shall agree otherwise. 
An appropriate official of the Buyer shall have access to the meter at reasonable times for the 
purpose of inspecting and reading such metering facilities 

1 1. U T E S  AND PAYMENT: 

(a) Buyer shall pay Seller for the Service as deternuned by the methodology set 
forth in Exhibit B, attached hereto and incorporated herein, Buyer agreeing that the ratemaking 
methodology contained therein is reasonable for the anticipated annual rate adjustment filings by the 
Sefler with the Kentucky Public Service Commission relating to the provision of Service under this 
Agreement. 

(b) Buyer's meter will be read at the end of each month of Service and shall be 
invoiced by Seller in accordance with the provisions of Exhibit €3, provided, however, the rate paid 
by 3uyer for Service sbaii never exceed Seller's Wholesale Rate plus its Elevated Service Area 
Surcharge, if applicabie, as adjusted from time to time. 

)- 

(c) Buyer shall remit payment to Seller for each invoice no later than the 3 0  
calendar days following the mailing or facsimile transmission of such invoice. Failure to make 
timely payments will cause a penalty of five percent (5%) per month or partial month on each 
invoice remaining unpaid. Buyer shall have the optidn of paying such monthly invoices by 
automatic bank drafts. 

12. RESERVATION OF CAPACIT.: Seller reserves production capacity to Buyer of 
23 million gallons per day (flow rate) for the term of this Agreement. 

13. RIGHT TO INCREASE DELIVERY CAPACITY OF PROJECT FACILITIES: 

i 

(a) Recognizing that the Project Facilities being financed by Buyer wilt have a 
delivery capacity of 23 million gallons of water per day and further recognizimg that the Seller 
financed additions thereto of a pumpiag station, a Shelby County storage facility and main u p s i i g  
will make the Project Facilities expandable to 35 million gallons per day, Seller hereby agrees to give 
Buyer the right, and the right of first refilsal, to acquire up ta all of the additional 12 million gallons 
per day capacity on the following terms and conditions: 
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(i) When SelIer receives a bona fide, acceptable proposal to sell water 
service from or through the Project Facilities, it will notify Buyer iri writing who will have 60 days 
to exercise its right of first refhsal for the acquisition of the capacity contemplated in such proposal. 
If Buyer chooses to acquire the additional capacity offered, or on its own volition to acquire 
additional available capacity, it will be obligated as follows. 

(ii) To pay Seller a percentage of the then book, value of the Seller- 
financed part of the Praject Facilities arid any improvements made thereto that is represented by the 
capacity being acquired as same relates to the total 12 million gallons per day available 

(iii) Pay to Seller ail costs incurred by it in any upgrading of the Project 
Facilities needed to provide the increase in rate of flow to the Point of Delivery. 

(iv) To an increase in its Exhibit B capacity Request in an amount equal 
to the increased daily capacity being acquired, effective at the time that the Seller has made the 
increase available at the Point of Delivery, it being understood that Seller will make such increased 
capacity available RO later thm 12 months from the date of exercise of the right. 

(v) To an increase in its Exhibit B minimum monthly usage by an amount 
equal to 50% of the increased rnontfdy capacity being acquired, effective at the same time the 
Request increase takes effect. 

@) Upon Buyer's exercise of its rights set forth above in this Section 13, Seller 
will consider, at Buyer's request, issuance of Seller's debt instrument(s) to finance Buyer's obligations 
under subsection (a>(ii) and (iii), above, an issuance simjtar to that contemplated in Section S(a). 

1- 

14. ADDITIONAL EXPANSION BY SELLER: Seller agrees that before undertaking 
any expansion or enlargement of any of the Project Facilities or the Payne plant treatment capacity, 
it wili notiQ Buyer of its intention to do so and wiii afford Buyer with a reasonable opportunity to 
participate in the expansion or enlargement upon terms and conditions mutually agreeable. 

15. NOTICE: In addition to the communications called for in subsection 9(c), Buyer wili 
timely notify Seller of any condition or situation, which would adversely affect the quality, quantity 
or pressure of the water in Seller's system and, likewise, Seller will timely notify Buyer of any 
condition or situation, which would adversely affect the quality, quantity or pressure of the water at 
the Point of Delivery. 

16 TERM AND EXTENSIONS: The term of this Agreement shall begin on the date 
it is executed by both parties hereto and shall terminate 50 years after the date Service is initiated. 
The parties shall execute an addendum showing the date Service is initiated and the termination date 
50 years later. One year prior to the termination date the parties hereto shall begin to negotiate in 
good faith an extension of this Agreement with due and proper consideration for the principles and 
concepts contained herein, being mindful that the patties are hopefir1 that their relationship, created 
herein, will be one of mutual benefit and respect that will last longer t l ~ a n  the initial 50 year term. 
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17. BUYER’S REPRESENTATION ANn WARRANTY: 

Buyer is a Kentucky corporation with the authority to enter into this Agreement, subject to 
regulatory approval, and has the authority to perform under the terms of this Agreement 

18. SELLER‘S REPREXENTATION AND W A R R A N I :  

Selfer is a Kentucky corporation with the statutory authority through the Board of Water 
Works to enter into this Agreement and to perform under the terms of this Agreement. 

(a) Buyer may terminate this Agreement upon six (6)  months written notice in 
the event of 

(1) Repeated failure of Seller to provide the Service set forth in this 
Agreement” 

(2) Revocation of Seller’s authority to do business. 

(b) Seller may terminate this Agreement upon six (6) months written noticein the 
event of: 

I)- (1) Failure of Buyer to deliver to Seller written instructions to proceed 
with the construction of the Project Facilities within six months of receipt by Buyer of a final, non- 
appealable Order from the PSC in the form of a Certificate that public convenience and necessity 
requires the construction. 

(2) Buyer‘s failure to receive after five or more years from the date of this 
Agreement a final, nonappealable Order, referenced in subsection (I), immediately above, unless at 
the time of such termination election by Seller, Buyer is pursuing, and continues to pursue, in good 
faidi and with reasonable diligence the desired PSC Order. 

(3) Repeated failure of Buyer to pay its invoices for water service on a 
timely basis. 

(4) Repeated failure of Buyer to pay on a timely basis its debt service 
obligations to Seller, time being of the essence in that regard. 

( 5 )  Revocation of Buyer‘s authority to do business. 

20. MISCELLANEOUS PROVISIONS: 

(a) This Agreement is subject to the approval of the PSC and receipt by Buyer 
of a final, non-appealable Order, in a farm and written content acceptable to Buyer, from the PSC 

,/ -_ . 
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in the form of  a Certificate of Convenience and Necessity for the facilities to be constructed pursuant 
t o  this Agreement Provided, however, f ~ i u r e  to obtain such an Order shall not relieve Buyer of its 
duties hereunder to reimburse Seller for costs incurred pursuant to the provisions of Sections 2, 3 
and 4, above. In the event such Order alters, directly or indirectly, one or more provisions of this 
Agreement (including the one or more provisions of Exhibit B) and such modification(s) is not 
acceptabie to either party, then this Agreement terminates so long as the terminating party 
communicates such action to the other party within 60 days of receipt of such Order. 

@) This Agreement does not constitute a partnership, joint venture, agency or 
other relationship between Buyer and Seller, and Buyer and Seller expressly state that they owe no 
fiduciary duties to one another and that the relationship is based upon Contract. 

(c) This Agreement is binding on the successors and assigns of the parties hereto. 

(d) The parties agree that each will have access upon reasonable notice to the 
books and records of the other relating to the subject matter of this Agreement, such access to 
exclude records that are subject to a recognized privilege or to protection under the Kentucky Open 
Records Law. Without limitation, the information subject to access shall include all costs of design, 
construction, financing, and costs of operation and maintenance of the facilities contemplated by this 
Agreement. 

(e) Buyer reserves the right to develop and use other water supply sources and 
may obtain water from sources other than the Seller. 

1- 
(0 The parties agree to operate and maintain their respective facilities in an 

efficient and economical manner and in accordance with all appficable local, state and federal laws, 
regulations and performance standards. 

(g) This Agreement may be amended at any time by mutual agreement, in writing, 
of the parties. 

(h) Both parties agree to use their best efforts to obtain all regulatory and legal 
approvals required for the accomplishment of the t e r m  ofthis Agreement. 

(i) The parties acknowledge that the water to be purchased hereunder will be 
resold in the regular course of business of Buyer and is therefore exempt from Kentucky sales and 
use tax. To evidence this exemption, Buyer will fbrnish Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate. 

(j) Seller agrees, subject to its right hereby reserved to seIf-insure itself up to the 
first Two Million Dollars in liability, to carry public liability insurance in the minimum amount of 
Ten Milion Dollars per occurrence during the term of this Agreement. 

f 
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IN WITNESS W a O F ,  the parties have set forth their hand the day and year first above 
written. 

BUYER. SEF.LER: 

By: I__ 

President President 

Date: 

Attest: 
;/I&- 
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Schedule A 

Bluegrass Water Project Agreement 

)- 

Projected Debt Ai7IQrtiZatIOrI Schedule 
per $1 ,000.00D of debt with level debt setvlce payments 
at 6% interest for 20 years 

Year 

1 $ 
2 $ 
3 $ 
4 $ 
5 $ 
6 $ 
7 $ 
a $ 
9 $ 

10 $ 
11 $ 
12 $ 
13 $ 
14 $ 
15 $ 
18 $ 
17 $ 
I S  $ 
19 $ 
20 $ 

Beginning 
Balance 

1,0c10,000 $ 
972,815 $ 
944,000 $ 
913,485 $ 
881,078 $ 
846,758 $ 
810,379 $ 
771,817 $ 
730,WZ $ 
687,614 $ 
641,688 $ 
593,002 $ 
541,398 $ 

428,715 $ 
367,253 $ 
302,104 $ 
233.045 $ 
$53,843 $ 
82,249 $ 

486,697 $ 

Interest 

60,000 $ 
58,369 $ 
56,640 $ 
54,807 $ 
52,865 $ 
50,805 $ 
48,623 
46,309 $ 
43,857 $ 
41,257 $ 
38,501 $ 
35,580 $ 

29,202 $ 
25,723 $ 
22,035 $ 
18,128 $ 
13,983 $ 

9,591 $ 
4,935 $ 

32,484 $ 

Principal 

27,mi $ 
28,818 $ 
30,545 $ 
32,377 $ 
34,320 $ 
36.379 $ 
38,562 S 

43,320 $ 
45,928 $ 
48,883 $ 
51,604 $ 
54,701 $ 
57,983 $ 
81,462 $ 
85.149 $ 
80,058 $ 
73,202 $ 
77,594 $ 
82,250 $ 

40,876 s 

Ending 
Balance 

972,815 
944,000 
91 3,455 
88 1,078 
846,758 
810,379 
771,837 
730,942 
687,614 
641,686 
593,002 
541.398 
488,697 
428,715 
367,253 
302,104 
233,045 
159,843 
82,249 

(0) 
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WATER SUPPLY AGREEMENT 

Rate Arrangements 

Because of the unusual situation impacting upon the relationship, Le. Buyer owning and 
operating production facilities sufficient, much of the time, to meet its present needs but desirjng a 
second reliable source of water, and Seller presently having production capacity available and being 
asked to commit to Buyer more capacity than Buyer plans to use for a number of years, the parties 
have devetoped the rate arrangements set forth below. 

1. Buver's Capacity Request. On or before JuIy 1 of each calendar year, beginning with 
the year preceding the first full calendar year of Service, Buyer will n o w  Seller in writing of its 
capacity request (the "Request") for the succeeding caiendar year, which Request may be my number 
between 2.5 million gallons per day and 23 million gallons per day; provided, however, Buyer's 
Request, beginning in the sixth full calendar year of service must be at least 5 million gallons per 
day. Buyer's Request for the first partial calendar year of service delivered under this Agreement, 
assuming the initial Service commences after January 1 of any calendar year and the first full 
calendar year is set at 2.5 million gallons per day udess such amount is raised on a timely basis by 
Buyer. Subsequent Requests for the next four kll calendar years Wjll not be less than 3 million. 
galIons per day for the second fill cdendar year, 3.5 million gallons per day for the third, 4 miilion 
gallons per day for the fourth and 4.5 milion gallons per day for the fifth fill 4endar  year. j - 

2. - Water Serv icem.  The rate €or the Service for the term of the Agreement shall be 
determined by totaling the followhg components: 

(a) The Operating Expense Component, determined for the billing period by 
dividing the Buyer's usage by the Seller's tatal sales and mukipiplying the quotient by Seller's 
Operating Expenses, less expenses common only to retail customer expenses and to customers 
generdly . 

(b) The Depreciation Expense Component, detedned for the billing period by 
dividing the Buyer's Request by the Seller's production capacity and multiplying the quotient by the 
Seller's Depreciation Expense, less depreciation on contributed capital and depreciation common 
only to retail customers and to customers generally. 

(e) The Return on Plant lnvestment Component, determined for the billing period 
by dividing the Buyer's Request by the Seller's production capacity and multiplying the quotient by 
Seller's Return on Plant Investment, excluding return on plant investment common only to retail 
customers and to customers generally. 

(d) Customer Cost Component, determined €or the billing period by the Service 
Charge, as it may change fi-om tiole to time, currently contained in Sectioa 6.02.1 o f  Selleis rate 
schedule, applied to the number and size of  meters installed at Buy&:, request. 

i 
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3 .  Minimum Usage Minimum usage of water during the first !id1 calendar year of 
Service, and for any months of Service prior thereto, shall be, far the months of January, February, 
March, April, November and December (the "Noohgation Months") 36 i d ion  gallons per month 
and for the months of May though October (the "Jrrigation Months") 54 i d i o n  galions per month. 
Buyer will be billed for such minimum usage if same is not consumed by it. Ruring the second fill 
calendar year, the minimum usage for the Nonirrgation Months shall be 38.4 million gallons per 
month and for the Imgation Months, shall be 57.6 million gallons per month. For the third fill 
calendar year, the minimum usage of water during the Nonirrgation Months shall be 40.8 laillion 
gallons per month and 61 2 million gallons per month €or the Irrigation Months. For the fourth fir11 
calendar year, the minimum usage for water during the Nonirrgation Months shall be 43.2 million 
gallons per month and for the Irrigation months, 64.8 million gallons per month. During the fiRh 
fill calendar year of Service, the minimum usage of water during the Nonkrgation Manths shall be 
45.6 million gallons per month and during the Irrigation Months, 68.4 d i o n  gallons per month. 
Thereafter, for the remaining months of the Agreement the mkmtrrn usage shall he 54.0 million 
gallons per month for the Noingation months and 66 million per month for the irrigation moaths. 
However, in determiring whether Buyer has met its minimum usage for my month, only dairy usage 
by Buyer up to its capacity Request, then in effect, wilt be considered, usage exceeding such Request 
not to he  included in such computation 

4. Usage ExceedjnP Request. Usage of water during any 24 hour period in excess of 
3uyer's Request will resuit in a charge to Buyer, with respect to the excess consumption, of Seller's 
Wholesale Rate, as set by the Board of Water Works from time to time, including its Elevated 
Service k e a  Surcharge (which Rate, including the surcharge, is presentXy $1 35 per. 1000 gallons). j -  

5. Emernencv Excess or Minimum Usage. In the event Buyer's w a g 5  is enhanced or  
diminished for B brief period of time due to unforeseeable or uncontroliable cirmmstances, for 
example emergency flushing, Seiler agrees to equitably adjust Buyer's Service billing with respect 
to such emergency. 

6. Sumortinp; and Explanatorv Schedules. Attached to this Exhibit 3 are the following 
described supporting and explanatory schedules: 

(a) Schedule 1, entitled Calculation ofRate Components where a Request of2.5 
million gallons per day is in effect and makhg references to schedules found in "Seller's 1997 Rate 
Study for 1998." 

@> Schedule 2, relating to the Operating Expense Component. 

(c) Schedule 3, relating to the Depreciation Expense Component. 

(d) Schedule 4, relating to the Return on Plant Investment Component. 

(e) Schedule 5,  entitled Calculation of Monthly Water Bill Empie.  

B - 2  
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7. Seller's Production Capacityr. As shown in Schedule 1, attached, Seller's present daily 
production capacity has been determined to be 240,000,000 gallons, based upon data contained in 
Seller's 1995-2015 Facilities Plan, prepared by CH2M Hili a nationally recognized independent 
consulting engineering firin. Seller agrees to have its production capacity reviewed and redetermined 
at least every five years during the term of this Agreement by a nationally recognized independent 
consulting engineering firm and the redetermination used in Exhibit €3 computations [Sections 201) 
and 2(c)J Production capacity, for the purposes of this Agreement, shall mean Seller's combined 
saurce pumping, treatment, and treated water pumping capability as determined from its facilities 
existing at the time of such determination. Provided, however, such capacity, for the purposes of 
the annual computations to be made pursuant to Section 2 of this Exhibit B, shall never be lower 
than 240,000,000 gallons. 

8. Computations. The computations contained in the attached Schedules are based upon 
Sellefs 1997 Rate Study For FY 1998, using Seller's histoical and current financial and operational 
records, such financial records being prepared in accordance with generally accepted accounting 
principles, audited annually by a reputable certificated public accounting firm and constitute the 
same figures used by Seller in preparing its 1998 budget, approved by the Board ofwater Works and 
submitted to Selleis bondholder trustee, an annual exercise. Annual rate revisions will be performed 
using Seller's budget figures. 

UTI.MO75:Oi S.jrc 
F:\USERSWI SALWC3WATSUPPS SCB 

. >  . . _-' 
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.Raquest (1,000 Gal.) 
led by: LWC Productlon CapsClQ (1,WO Gal.) 

EXHIBIT B 
Schedule 1 

Calculation of M e  components 
LWC -UAWC WATER SUPPLY AGREEMENT 

Kequast I Productton Capacity Quotient 

CAlCULATlON OF OPERATING EXPENSE COMPONENT 

Net Oparaffng Expenses 
Less: Cornman to Retiill Customer Costs 

Customer Cosk 

UMllty Rate Schedute 2; Column t; Llna 60. 
Ulllty Rate SchedUti? 2; Column 7; Une 50. 
Utfllty Rate Schedule 2; Column 8; Llne 60. 

Operating CQtt 
Dlvldtxl by: LWC's Annual 8ya.tem Sales (1,000 Gal.) 

Operalng Expense Component Quottant (per 1,000 Gal.) 

Utlllty Rate Schedule 1; Column 3; tine 4. 

CfiLCULATIQN OF DEPRECfARON EXPENSE COMPONENT 

Depreclaltfon Expense 
Less: Common to Retall Customdf Costs 

UWty Rata Schedule 3; Column 4;  Une 19. 
Utlltty Rate Schedule 3; Column 7; Une 19. 
UtJItty Rate Schedule 3; Column 6; Line 18. 
UUiity Rate Schedule 3. 

Cusiumar Costs 
hpmdatlon -Plant Funded by CWC 

Oeprecfatjon Cos! 
~ultlplled by: Request I Production Capadty PuoMent 
Annual Cktprsclatlon Expense Component 
-'"'UeU by: 12-Mottttrs 

thly hpreclatfon Wlpense Component .l- 
CALCULATION OF RFTURN ON,PLANT INVESTMENT COMPONENT 

LWC's Return cn Want Investment 
Less: Common to Retoll Customer Costs 

Cuatnmer casts 
Net Return on Plant Investment 
Muftipilecl 
Annual Return on Plant lnvcsbnent Cornpond 
Dlvlded bu: 12-Monthr 
Monthly Return on Rant tnvesfment Component 

Utlllty Rate 8chedute 4; Column 1; Une 24. 
Utitlty Rste Schedule 4 Cohmn 7; Llne 24. 
Ut3llty Rate Schedute 4; Column 8; Unt 24. 

Request I ProdwtfMl CapaOtty Quotlent 

CUSTOMER COST COMPONENT 

Example based on m e  8" motw 

USAGE EXCEEMNG REQUEW COMFONEQ 

t 31,220,60(1 
(S,f27,33O) 
(@,803,20ClJ. 

$ 0.44028 
pt 

12  
I 4,146.01 

1_1_ 

12 
s 17,307.53 

I 

I 
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Schedule 2 

UNE 
NO. 
1) somcEoF~ppLY 52.44 38.31 16.13 

866.07 
427.14 
743.19 
434.68 
153.88 
178.51 
84.90 
207,41 
180.86 
996.84 

4.294.38 

886.07 
295.76 
743.10 
268 42 
113.ga 
123.61 

32295 3M95 
103.70 8428 
t71.82 9.04 
397.31 61.56 

985.78 2,869.87 

131.38 

165.26 

54.81 

-_II 

166.28 

39.43 

37.76 - 
24245 0.00 

977.05 977.05 
308.54 348.54 

3,707.65 2.567.27 1,140.38 

4,99324 0.00 3,85286 1.140.38 000 0.W 

493.66 219.28 
1,789.04 

71295 
1.783.04 

1,128.75 1,126.75 
405.12 485.12 

23.0s 20.78 1.43 0.88 

1951.26. 290.26 

4,427.20 20.78 495.09 219.28 0.88 1.611.87 2.079.30 

1,839.47 2.372.89 

-. 
lOO.W% 0.47% 11.18% 4.95% 0.02% 36.41% 26.97% 

5,052.32 23.71 565.00 25a.25- 1.60 

3.451 34 4.452.49 9,679.52 44 49 1,060.09 469 53 I .a8 

5,m.ao 5.501.80 

1W.WK 4"26% 3204% 7.43% 1.00% 37.02% 18.25% 

- 
2 4 . 4 0 ~ ~ 7  1,040.27 7,ers.ra 1.81232 244.33 9.a33.14 4,45219 

12610.53 
8,855.50 

9.201.73 392.28 2.948.59 683.42 

(12,262301 ' ----I_- --- 
92.14 . 3,406.39 1,678.91 

33,M)J.lO 1.432.55 10.767.72 2.495.74 336.48 12.439.52 6,131.30 
983.70 963.?0 

750.00 .- 23243 14257 __ (80.901 
375.00 

(%.sa) 

35,235.80 1,03255 11,88295 2,495.74 478.03 12814.62 8,131.10 
(4.015.10), -. (3.013.33) (l.CW.78l 

479.03 9803.h Si27.33 
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Schedule  3 

LINE 
39 

'9) 

895.W 17.31 814.97 200.07 13.48 49.73 
359.24 248.75 110.49 
162.42 9380 73~46 45.06 
204.64 19.21 110.54 51.09 
34.93 24-57 6.67 4.09 
48 65 35.89 1496 
64.48 

536.44 
2.?P63 
1.871.62 

357.76 
%35241 
447.Q5 

84.48 
371.44 165.w 

1.669.76 652.97 
1 .971.82 " 

3S.76 
1,30241 

447.05 

8,818.14 104.59 3,011.16 1,200.49 6263 2156.95 2,381.72 
IW.OOX 1.17.~ 33.77~ *3.&n 0.70% 24.79% 26.71% 

2,09234 24.Sd 706.61 28t.65 - 14.69 SM.06 558.79 --- 
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Schedule 4 
i 

UTlLlTY RATE 

ALLOCATION OF ESTIMATED LOUISVILLE WATER COMPANY NET 1NVESTMENT (1998) 
INCLUDING WORKAN-PROGRESS 

CrHWSAND WLLAR9) 

COMMON TO ALL CUSTOMERS 
ELEVATED EXTRA CAPACITY CO!&ON TO 

NETPLANT SERVICE MAWMUM MAWMUM ONLY RETAIL 
J N V E S W M  f % A =  BLU: CUSTOMEE( 

4,827.68 133.83 2,817.58 889.91 107.15 878.19 

0,WM B.#l.l*i 3.W.63 
5,45751 1,71129 2321.98 1.42426 
6,127,01 543.S 3,886.13 1.717.53 
t,02S.46 733.14 1S1.18 111.14 
3,51021 2.43056 1,079.65 
1,704.07 l,7M.07 

1a.m.36 12,862.62 5,713.54 

34,449.Sa 448.15 20,410,Ifi 6,448.36 776.15 8.368.74 

148.269.67 io2,sssn 45,603.90 
lQasS.67 102856.67 

2,887.58 2.8a7.58 
40,176.1 8 49,178.18 
rq586.rro 13,58830 
'~.=4.2' 18.854.21 

~1o.iv.ie 3.m.m t~6.mi.n ~(4.m.a 2.4ia.m 63300.59 119,710.M 
lo[l.OOW 0.87% 38.05% 15.72% O.S9% 15.58% 29.10% 

10.906.02 94.92 4,15465 1.714.57 - 64.31 1mS-m 3.182.96 

9.451.20 6226 _, 3.546.63 1.a5.85 55.73 1.432.38 2.758.35 
65,599.61 122,893.82 421.083.21 3,664.88 160.24Z.W 66.199.90 2,483.00 

- 
430.534.41 3.747.14 183.838.fil 61,685.75 2.538.73 67,071.99 125.65217 

(132.149.10) (24.185.23) (51,533.1 5) (56.427.51 

298.385.31 3.741.14 139.655.35 67.685.75 2.538.73 15.533.84 69.224.50 

2 8 , m . x  358.98 13,378.48 6.w.30 243.21 1.488.14 7.1fi4.7a 
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EXHIWT B 
Schedule 5 

LWC - KAWC Water Supply Agreement 
Calculatlon of Monthly Water Blll Example 

Monthfy Mlnlmum Usage (1,000 Gal.) 
Buyer's Daliy Request (1,000 GaL) 

Day 
I 
2 
3 
4 
Ls 
8 
7 
8 
9 
10 
1.1 
12 
13 
44 
16 
16 
17 
18 
15 
20 
21 
22 
23 
24 
26 
26 
27 
28 
28 
30 

Totals 

Daily 
Usage 

(1,000 Gal4 
L-- 

2,600 
1,600 
2,000 
&OOO 
3,000 
3,000 
4,000 
4,000 
6,WO 
6,000 
8,000 
6,050 
7,000 
7,000 
8,000 
8,000 
9,000 
8,000 

10,000 
10,M)o 
9,000 
9,000 
8,000 
8,000 
7,000 
7,000 
6,000 
6,000 
5,000 
6,000 

181,000 
--1 

Usage WlMn tb Requart (1,000 Gal.) 
Multiplied by: Operating Expense Component Quotient (per 1,000 (3.31.) 
Operating Expense Component 

Usage Exceedlnp Request (1,OW W.1 
Multlptled by: Seller's Wlera fe  Rate (per 1,000 Oal.) 
Usape Exceeding Rquajt Component 

Operalng Expense ComponHlt 
DeprecitWn Bpenu! Ccwnpaneot 
Re&m on Plant Investment Camponent 
Usage E x d l r y l  Request Component 
Customer Cost Component 
Monthly Water Blll 

Mantnly Water Blll16upr's Usage for Ntontt, (1,000 Gel.) 

Total 

P 

46,000 
2,500 

Usage 
Exceeding 
Request 

(i,oao Gal.) 
I__ 

0 
0 
0 
0 

600 
600 

1,600 
1,800 
2,500 
2,600 
3,500 
3,500 
4,600 
4,600 
6,600 
6,600 
6,600 

7,600 
7,600 
6,600 
6,600 
6,500 
§,500 
4,500 
4,500 
3,600 
3.600 
2,606 
2,600 

1 o9,ooo 

72,0110 
$ 0.44028 
$ 31,7W.16 

109,000 

6,600 

-..-- 

$ 1.35 
t 147,l 50.M 

1018198 

s 31,700.16 
4,148.01 
17,SO739 

147~lSO.M) 
269.00 

$ 200,663.16 
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Re: Proposed Bluegrass Pipeline 

Dear Gene: 

Tiid: ycu fm meefing with Patti Kxlin and me en September 30, 1998 to discuss Slielbyvillc’s intcrcst in 
die proposed pipeline to senre L.exington. 

From our niceting I understand the City of Stielbyvitle is interested in serving the area south of Intersttte 64 
from the pipeline and is wjlling to coiilmit lo a 350,000 gallon per day demand froin the pipeline. I have 
initiated discussions with Kentucky-Amencan about tlis possibility. The Waier Supply Agreement 
between Louisville Water Conipany (LWC) and Kentucky American Water Conipany FAWC.) has been 
fmalized and proposes a deliveu point at Interstate 64 and Higliway 55. Water delivery west of flus 
delivery point would be a customer of LWC. Water deiivery east of this point would be a custoiner of 
R.A’iiC. & this time, there is no plm to niove the delivery poiiit east to Highway 53, although altenlativcs 
niay exist to do so. 

From prdirnin~ary aidpsis and discussions mill1 U W C ,  it appears a water supply corluection point at 
‘Higlway 55 or Highway 53 is feasible to suppIy the estiniated 350,000 gallon per day deniand for the area. 
Tlmxigli punping and storage to be built by LWC, die proposed X-hcii pipeline can supply water up to 12 
MGD above the needed. 23 MGD capacity to serve KAWC. The 1iydrauIic grade at I-fighay 55 will range 
from 900 to 950 feet nisl. Pumping will be supplied by KAWC. at Highway 55 to boost Uie pressure to 
Fayctte County 

LWC and U W C  anticipate. a signed agreement w%lin 30 days, with the agreenient subject to the approval 
of the Kenlucky Public Service Commission. Upon execution of tlie agreement, 1 
with representatives koni LWC, ShelbyTdle, and U W C  to discuss Uie alternatives of water s3le.s froin llie 
pipeline. 

m n g c  a meeting 

Sincerely, 

Gregory C. Heitzman, P.E. 9 
1 Vice President-chief Engineer 

fgh 

cc: Johi Hukr, Bob MjIIer -Louisville Water Company 
Roy Mundy EI, Coleman Bush, Linda Bridwll, Nick Rowe - Kentucky American Water Coinpmy 

A n  E q u a l  Oppor tun i t y  Employer 
P 00091 i 



&d M Reves 1 1 I 1  1198 09:45 AM - - 

To: Linda BridwslllKAWCIAWWSC@AWW 
C C :  Nick RowelKAWC/AWWSC@AWW 

Subject: LWC Letter 

Linda: I never finished reading the letter that Greg Heitzman sent to you when I was in Lexington 
last week. Could yau fax it to me? Also, I should be wrapping up the minutes today from last 
week's meeting which will include the hydraulics and recommendations for the current route (based 
on actual contours), the alternate route down IS4 branching off t o  leestown Road (which we did last 
week at  the meeting, but I am rechecking it) , and the second alternate route which will follow 164 
all the way to  New Circle Road. If I'm not able to get this in the overnight mail to you tonight, 1'11 
fax it on Thursday. t'll be out of the office Thursday afternoon, and will be in a materials 
managment meeting all day Friday (here in my office). I f  yoii need to discuss the hydraulics with 
me, either call me Thursday morning, or else ask a secretary to come and get me out the materials 
management meeting on Friday ..,... Dave 
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Mr. Coleman Bush 
Vice President and Treasurer 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

PO. Box 67100 
Harrisburg, PA 17106-7100 
Location: 
207 Senate Avenue 
Camp Hill, PA 17011 
Fax; (717) 7G3-8150 
Phone: (717) 763-7231 

j 

Dear Coleman: 
I 

Thank you for the assignment to perform an evaluation of the economic alternatives 
to meeting the supply requirements of Kentucky-American Water Company. We estimate 
that the cost of the study through the submission of direct testimony and exhibits will 
approximate $25,000 to $30,000. The estimate does not include the cost of services 
subsequent to the fiiing, such as responding to interrogatories and attending hearings, as 
we have iittie control over the level of effort required. 

Enclosed are the requested certificates of insurance 

I look forward to working with you on this project 

Very truly yours, 

WfLLlAM M. STOUT, P.E. 
President 

WMS/car 

Enclosure 

A fiaditiorr of E,v$?llence Since 1915 00093 ' 
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I 1 c o w a w  
1 A HARTFORD ACCIDENT & INDEMNITY --_ 

Hershey PA 17033 
- 

WJRED Gannett Fleming Valuation , COMPANY 

and Rem Consultants, Inc. 
P.O. Box 67100 
Harrisburg, PA 17106-7100 

* USfiDELlTY & GUARANTY CO __ 
COMPANY 

TWINClTY FIRE INSURANCECO 
CO:"1PANY 

REQUIREMENT, TERM OR CONDlTlON OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS 
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSlJRANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS. 
EXCLUSIONS AND CONDITIONS O G U C H  POLICIES. LIMITS SHOWN MAY 

I I 

POLICY NUMOEn 
-I 

i TYPE OF I N S U W C E  
- 

--__I- 

ALL OWNED AUTOS 

SCHEDULED AUTOS 

.--4 

NOFI~OWEJEO AUTOS 

GARAGE LIABILITY i 
ANY AUTO j 

I --, i i  7 
1 ;  I 

._I. 

I SUM30000002600 I B  CESS LIABILITY 

IJMQRELLA FORM 

OTHER THAN UMBRELLA FORM i -- 
c WORKERS COMPENSATION AND 
a 1 EMPLOYERS LIABILITY 

THE PROPRIETOR/ 
PARTNERSEXECUTIVE I OFFICERS ARE: 

I I.pIp 
IESCRIPTiON OF OPERsTJONSROC~TfONSNEHICLES/SPEClAL ITEhlS FOR: FEAsIBlLl 

2333 

LAVE BEEN RED1 

POLICY EFFECTNE 
DATE lMf*llOONYl 

0 1 io1 / I  998 

01 io 1 i t  998 
01 io1 /1998 

-- 
Y STUDY. GF I 

fCRI 

I 
D BY PAID CLAIMS. 
__I 

11 101 i f  999 
21/01 I f  999 

i 

COMBItJ€O SINGLE LIMIT / I  1,000,000 
--.-- + I 

1 5  
i BODILY INJURY 
I !Per acridmil 
i-------------------- 1 PROPERTY UAf.!iGE 

--.- 
31 /01/1999 

~- 

____-.- 
_-- 

- 
EACH OCCURRENCE 

AGGREGATE _ _  

500,000 

1UO.000 
i ELOISEASE POL~CY UM~T i 

i 
1 EL GISEASE E A  E!dPLOI'EE 

j - - - I  -_I 

DJECT JOB NO. 35610. 

. .  

KENTUCKY -J&MERICAN WATER COMPANY 
ATTN: MR. COLEMAN BUSH, VP AND TREASURER 
2300 RICHMOND ROAD 
LEXINGTON, KY 40502 

SHOULD MJY OF THF. ABOVE DESCRIPED POECIES BE CRNCULEO BEFORE THE 

EXPIRATION DATE THEREOF. THE ISSUING COMPANY W I U  ENDEAVOR TO M A l L  

30 DAYS WRlT7EN NOTICE TO THE CERTIFICATE HOLDER NAhTED TO THE LEFT, 

BUT FAILURE TO MAIL SUCH NOTICE SHALL MPOSE NO OBiIGATION OR UABlLlN 
EXCEPT I O  DAYS NOTICE FOR NON-PAYMENT. 

OF ANY KIND UPON THE COMPANY. .El5 AGENTS OR REPRESENTATIVES* ,_ t AUTHORIZED REPRESENTATIVE 



PRODUCER 

ortfey/Poole Professiona1,Ltd I. 00 North 17th 
“ l a d e l p h i a  PA 19303 

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION 
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE 
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR 
ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW. 

!- - ______-______I- COMPANIES AFFORDING C O V E R A G L  - I COMPANY 

I *  ~- ~ _ _ _ _  Sec Ins Co of Hartford c/oDPLC Kenneth R.  Wortley 
’hcoeNo 215-564-6970 F ~ x I - I o  215-564-6975 __ ___ 
NSVRED j COli(BPA1JY 

\-_- -- - -___-I_ _- -- -__I- 
Gannett Fleming Valuation 
and Rate Consultants, Tnc. 
F. 0. Box 67100 
Harrisburg PA 17106-7100 

j COfitPAlIY 
I C  

2OVEYGES 
THIS IS TO CERTIFY TIiAT THE POLICIES OF ItGURJNCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLGY PERIOD 
INDICATED NOWITHSTANDING ANY REQUIREUEIIT, TERM OR CONOlTlON OF ANY CONTRCT OR OTHER DOCUI4ENT Vv’ITH RESPECT TO WHICH THIS 
CERTIFICI;TE MAY BE ISSUE0 OR hiAY PERTAIN THE INSURANCE AFFOWED BY THE POLICIES DESCRIEED HEREI1.I IS SUQJECT TO ALL THE TERMS. 
EXCLUSIONS A N 0  COI4DITIONS OF SUCF 

TYPE OF INSVRAIICE 

--_I- 

T- .TR I 
GENERAL LiAaiLiw - 

/ COMMERCIAL GEWEWL LIABILITY LI! CLAIMS MADE -__. OCCUR 

I OWNER‘S 6 CONTRACTOR‘S PROT 

SCHEDULED AtJTOS 

HIRED AUTOS 

-I-_______.--- 

ANY AUT0 

‘ EXCESS LIABILITY 

IJt.IBfIELLA FORM 

Ol l iER T l W J  UUBRELLA FORhi 

WORKERS COMPENSATION AND 
EhtPLOERS’ LlAalLllY 

-. 
THE PROPRIETOW INCL l-j MCL 
PARTI.IERS/EXECUTI\’E 

OTHER 
1 OFFICERS ARE 

A Professional 1 
I 

IESCRIPTION OF OPERATIONS/LOCATIDNSA 

Re: Feas ib iL i ty  Study. 

OLlClES LllillTS SHOWN IAAY HAVE BEEN RI ~- 

POLICY NUMBER 

Pb7007 18 

IlCLESlSPEClAL lTE1.E 

Job N u m b e r :  35610. 

’OLICY EFFECIIVE IPOLICY EXPIRATION 
DATE (hcl.liDDI\’Y) 1 DATE ( M f f i D N Y )  LIIAITS 

GENERAL AGGREGATE I S 

I 1 COMBCEO SINGLE LIMIT ! 
j r- - I__-- 

I 

1 PROPERM DAMAGE / 5  

04/01/98 04/01/99 1 Ea Claim 1,000,000 

-....,.--- -- .--- 
>ERTIFICATE HOLDER CANCELLATION 

m N T U - 1  I SHOULD ANY OF M E  ABOVE DESCRIBE0 POLICIES EECANCELLU) BEFORE THE 

Kentuckv-American Water Co. EXPIWTION DATE THEREOF, THE ISSUING COMPANY WILL ENDEAVOR T O  f.Wl 

A t t n :  &. Coleman Bush I 2- DAYS L?RITTEN NOJlCE TO THE CERTIFICATE NOLOER h’A1,lED TO THE L EFT 

2300 Richmond Road 
Lexington KY 40502 

ACORD 2 5 4  (1195) 

BUT FAILURE TO 1WL SUCH NOTICE SHALL IMPOSE NO OELIGATION OR LlA8ILITY 

OF ANY KIND UPON THE COMPANY. ITS AGENTS OR R E P R E S E N T A T I V S  

Kenneth R . Wo 
.f3---------- 00095 



INVOICE November ,&, 1998 
i 

Kentucky-American Water Company 
2300 Richmond Road 
Lexington, RY 40502 
Attn: Mr. Coleman Bush, Vice President & Treasurer 

GANNE-IT FLEMING VALUATION AND RATE CONSULTANTS, 1NC 
P.Q. BOX 67100 

HARRISBURG, PA. 17106-7100 
(717) 763-7211 

Services Performed During the  Period 
October 3, 1998 Through October 30, 1998 

Feasibility Study 

Hours Rate Amount Total 

Per s onne 1 
W M Stout 
P R Herbert 
Support Staff 

3 $ 2 7 5 . 0 0  $ 5 2 5 . 0 0  
23 1 2 0 . 0 0  2 , 7 6 0 . 0 0  
1 5 0 .  00 5 0 . 0 0  $ 3 , 3 3 5 . 0 0  

Delayed Billing for Expenses 
24 - 29 

49.00 

Total Charges, O c t .  3 - Oct. 30, 1998 $ 3,384.00 

Printing and Supplies $ 
Transportation 24.71 $ 

I 

REMITTANCE COPY - PLEASE RETURN WITH PAYMENT 



Lbll;-jLeea 
C-p. 

LOU-TSVTLLE WATER COMPANY’ 
6 5 0  S O U T H  T H I R D  STREET LOUiSVILLE, K E N T U C K Y  40202 

I E L  502-509-3600 F A X  5 0 2 - 5 6 9 - 0 8 1  5 

November 4, 1998 

Ms. Linda Bridwell, P.E. 
Kentacky-Aniericnn Water Company 
2300 Ridunond Road 
Jhington, Kentucky 40502 

Rc: Bluegrass Water Project Design Services 

Dear Ms. Bridwell: 

I am in receipt of Mr. Mundy’s letter dated October 12, 1998 to Mr. John Huber instructing Louisville 
Water Company to proceed .With the BIuegmss Water Project pipeline design. In addition, I have received 
your letter of October 26 regarding limitations on consulting design services and Louisville Water 
Company design st;mdards. This letter serves as documentation of our plione conversa&m on Wednesday, 
October 28 regatding tlicse inallers. As I iinderstiid there an: three issues to resolve. 1 wilt outline our 
approach for each of ffiese items: 

ITEM No. 1 

Louisville Water Company standard is to provide plnn, profile, and survey corktroi for all transmission 
III~A~IIS, 24-inch and larger. This slandard also includes providing both tiuust blocks and restmined joints for 
thrust restraint. Tllis standard will be used for the Louisville Water Chipany portion of the pipeline 
design. We will request th7t PDR provide a competitive alb,pmtive proposal to the Dunaway subcontracted 
survey control work to assure a comgelitive price is obiained. Documentation will be forwarded to 
Kentucky Anlcrican Watcr Company for review and approval of the subconwad survey control. Kthe 
Dunaway cost is bi@icr, Loiisville Water Company will retain the right to use Dunaway and pay ffie 
differerrce in thc subcontracted services. 

ITEM No. 2 

huisii!!e 
Prestressed Concrete Pipc (either as reinforced cytinder or embedded cylinder pipe). The 36-incli pipeline 
scope will be designed to accept boUi Ductile lron-Pressrue Class 350 or Prestressed Concrete as acceptable 
aIternaLives Both pipelines will require a select liniestone fill material around the pipebe and the dttctctile 
iron wviU be polyethylene encased. Tfiesc arc current Louisville Water Company statldards to provide 
suitable bedding and prcvent pipeline corrosion. From conversations with you on Wednesday, October 28, 
Louisville Warcr Company agrcm to pay for the premium cost encountered to install a pressure class pipe 
ahove the AWWA industry standard for prcssure class applicalions (ie. round workjng prmsure up to 

ITEICl No. 3 

CGnip;r,j. in; di:ectd. PDX to desi.@ dle 6’3-indi pr.rtiGD of f.hO tr;L!lsmi;sioU m&xi 6s 

?k nearest pressure class and add 100 psi). 

Other Louisville Water Company pipeline design elements above industry standards will be evaluated on a 
case-by-casc basis, with Louisville Water Company to pay appreciable betterment based upon bids 
received. 

A n  Equal  Opportunity Employer 

P 00097 i 



i Ms. Linda Bridwell, P.E. 
November 4,1998 
Page 2 

Louisville Water Conipany 1% autliorized PDR to initiate Phase I-Preliminary Engineering of the pipeline 
rouk and design. 1 anticipate a Signed coittrad with PDR by November 11, authorizing Plme 1- 
Preli.mhlary Design of  the pipeline, pump station, and storage facility. Subsequent phases of Easenicnt 
Acquisition (Phase II) and F d  Design/Bid (Phase ill) will not proceed until authorization is received 
from Kentucky-America Pleax: note tllat PDR has advised Louisville Water Compmy that coniplete 
design will take approximately 120 days after agreemeilt on the find muting A s W g  the final mute is 
selected by November 15, the final design and bid package would be available by March IS, 1999. 

1 will initiate a inectjng with Louisville Water Ccmnpmy, Kentuclq American Water Conipuly, and 
PDRlGanneu staffthe week of November 16 IO present our selcctcd route and rcview the design standards 
md subcontracting costs. Tids meting dl also allow us to introduce our respective design and project 
nmgement  teains. 

gncercly, 

Vice President-Chief Engineer 

/gh 
. ) -  

cc: Roy Mundy, Nick Rowe, CMeman Bush - Kentucky American Water Company 
John Huber, Bob Miller, Jim Brmtell ,  Bill Rhodes - buisville Water Company 

LOUXSVTLLE WATER COMPANY 

P 
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Kentucky-American Water Company 

2300 Richmond Road Lexington, Kentucky 40502 (606)  269-2386 - Fax (606)  268-6327 

Linda C. Bridrvcll, P.E. 
Director of Enginccring 

October 26, 1998 

Mr. Greg Weitzman 
Vice President - Chief Engineer 
Louisville Water Company 
550 South Third Street 
Louisville, Kentucky 40202 

RE: Bluegrass Water Proiect - Agreement for ConsultinP Services 

Dear Greg: 

In response to your August 12 letter, we are in general agreement with the additional 
costs of evaluation of alternative alignments, facilitation of public involvement, title 
searches for easements, other easement acquisition support services, rock soundings, 
labeling of rockhore information, vacuum excavates and associated fieId research, 
drafting of connection details and perrnit support. 

While we recognize that it is Louisville Water Company’s (LWC) practice to develop 
plan and profile drawings and the design and installation o f  thrust blocks, it appears to us 
tbat the design fee in your proposal is approximately $1 80,000 higher still than we would 
expect. Further, it appears to us that the majority of this cost is part of the surveying 
effort. At our July 21 meeting, we had asked LWC to consider asking PDR to solicit 
competitive proposals for their subcontracted surveying work. If, however, LWC does 
not believe that the surveying costs arc high, I would appreciate documentation .from 
similar scope surveying projects by LWC that have recently cost in the sanie range. 

Finally, we continue to be of the opinion that, if your intended alternative to pre-stressed 
concrete pipe is ductile iron pressure class 350 pipe, then you are requiring well above 
what is necessary or typical of industry standards. We understand that LWC has a 
preference for only pre-stressed concrete pipe. However, making a concession to bid one 
alternative well above industry standards based on operating criteria does not leave us a 
reasonable assurance that our customers are paying for the most appropriate, cost 
competitive facilities. We would expect LWC to pay for the price over and above a bid 
price of a compatible ductile iron alternative (pressure class 200 pipe). 

P 



JOHN t. HUBER 
PREBIDENT 

October 19,1998 

---- 

Mr. Roy W. Mundy, I! 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

Dear Roy: 

RE: Your October 12,1998 Letter 

In accordance with the official notice to proceed with the design of the Bluegrass Water 
Project, we have initiated the design process for the portion of the water main extending 
from the English Station reservoir at U. S. Highway 60 to Highway 55 at Shetbyville. In 
accordance With our agreement, the Kentucky-American Water Company will bear the 
cost of this design absent design costs for the tank and booster station in .Jefferson 
County, which are the responsibility of the Louisville Water Company. 

Please contact me after your October 30,1998 Board of Directors meeting to discuss 
next steps. 

1 -  

Best wishes. 

President 

jcm 

cc: Mr. Gregory C. Heitzman 
Mr. Robert K, Milter 
Mr. Joseph 8. Helm 

001 00 



Kentucky-American Water Company 

Roy W. Mundy l i  
President 

VIA FACSIMILE & MAIL 

October 12, 1998 

Mr. John Huber, Resident 
Louisville Water Company 
435 South Third Street 
Louisville, KY 40202 

Dear John: 

This is to follow-up our conversation of this past Friday concerning the Bluegrass Water Project 
and our negotiations With Louisville Water Company concerning the purchased water agreement. 
Let me first take a moment again to thank you and your team for your fine efforts in the 
negotiations with Kentucky-American during the last several months, X realize that there has 
been a lot of time and effort put into this process by members of both of our staffs - for that I am 

j - most appreciative. 

Our plans are to present the final contract to our Board of Directors on October 30, I998 fur their 
final approval, but because of  the urgency of the expeditious handling of this project, I would 
like to give Louisville Water Company authorization to proceed ahead with PDR Engineers so 
that we may start the design process for your portion of the project. It is imperative that the 
design work for 1,ouisvilIe be completed as soon as possible as that Momation will be most 
critical in the permitting process with the Corps of Engineers and more importantly with our 
filing of our certificate case with the Commission. 

This letter is to serve as that official notice to proceed and Kentucky-American Water Company 
will bear those costs, absent design costs for the tank and booster which are the responsibility of 
Louisville Water Company. I will be out of the omce this week, however, if you have any 
questions, please call Nick Rowe at 606-268-6333. 

Thanks again, John, for your help in our endeavors. 

1 
. .  

R W p b  

c: L. BtidweIl C. Bush N. Rowe 
F:bharcdlWalcr Supply ProjwikWC.rnntntcL!u 10.12.98.doc 

P 00101 
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Coleman Bush 
&fG 10/10198 08:58 PM i. 

To: Linda BridweIWWWC/AWSC@AW 
cc: Nick RowolKAWC/AWWSC@AW 
Subject: Greg Heitzman Call 

Greg lefl a message for me late Friday night. Apparently, lhey have been talking same real turkey with 
Shelbyville. He wanted lo set up a meeting this week to talk about the ramlficaflons of LWC entarlng Into 
a contract with Shelbyville to sell them water from the pipeline. I will call you Monday so we can set up a 
call. If you don't hear from me, please call Greg. 

Have you purchased my Christmas gift yet? Just wondering- lhey are always like, cool beans1 

E 

P 001 02 
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BLUEGRASS WATER PROJECT: METERS- 

Size 
Protectus Meters: 4" 

Demand 

MGD 

2.5 
3 

3.5 
4 

4.5 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2"1 
22 
23 

6" 
8" 
-lo" 

GPM 

1750 
21 00 
2450 
2800 
31 50 
3500 
4200 
4900 
5600 
6300 
7000 
7700 
8400 
9100 
9800 

10500 
1 1200 
11 900 
12600 
13300 
14000 
14700 
15400 
16100 

CaDacity 
1500 GPM 
3750 GPM 
5000 GPM 
8000 GPM 

No. of Meters 

4" 6" 8" 

1 
1 
1 
1 
1 
1 

1 
1 
2 
2 
2 
2 
2 
2 *  
2 
3 
3 
3 
3 
3 
3 
3 

1 3 
1 3 

C! C% 
1 0  

NOTE: 
I recommend that three (3) - 8' PfOteCtUS {or equivalent) meters and one (1) 6" Protectus be installed. The 
6 '  meter is 95% accurate @ I GPM! ( For that matter, so is the 8" meter!) Using the smaller meters does 
not accomplish much fram my perspective. Let me know what becomes of this issue. 
Also, we currently have both of these sizes in our system. 

Bgwmeter 

P 001 04 
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0911 5/98 03:5 1 PM 

To: Coleman BushlKAWCIAWWSC@AWW, Linda Bridwell/KAWC/AWWSC@AWW 
CC ; 

Subject: Meters 

BCWMETER.xls 

P 

I 

i 
i I 
1 
I 
i 
i 
i 

I 

! 
i 
! 

I 
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- Size 
Protectus Meters: 4" 

Demand 

MGD 

2.5 
3 

3.5 
4 

4.5 
5 
6 
7 
8 
9 

I O  
11 1 -  12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

0" 
$, 
1 0  

GPM 

1750 
2100 
2450 
2800 
3150 
3500 
4200 
4900 
5600 
6300 
7000 
7700 
M O O  
91 00 
9800 

I0500 

11900 
12600 
13300 
14000 
14700 
15400 
16100 

I 12~0 

BLUEGRASS WATER PROJECT: METERS 

Capacity 
1500 GPM 
3750 GPM 
5000 GPM 
aooo GPM 

No. of Mete% 

4" 6' 8' lo"  

1 
1 
1 
1 
1 
1 

1 
1 
2 
2 
2 
2 
2 
2 
2 
3 
n 

1 3 
1 3 

NOTE: 
f recommend that three (3) - 8" Protectus (or equivalent) meters and one [I) 6'' Protectus be installed. The 
6 meter is 95% accurate @ 1 GPM! ( For that matter, so is the 8" meter!) Using We smaller meters does 
not accomplish much from my perspective. Let me know what becomes of this issue. 
Also, we currently have both of these sizes in our system. 

6GWMETER.xls 

P 00 106 



T o :  Linda Bridwell/KAWC/AWWSC@AWW 
cc: 

Subject: LWC Agreement 

W e  need to provide meter scenarios for Bob so he can evaluate my request for a contract change. 
.,>, ,. e..?, 

$..E: :; 
&$ El4 ;:'.>".. 

Wow hard is it t o  complete the attached worksheet? I need it like&WC-meters.xls really soon, 

P ooi a i  
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LWCIWWC - Proposed metering arrangement at various purchase levels 

To meet peak 
demand of; Number of meters 
MGD 2" 4" 6" 8' 

2.5 
3.0 
3.5 
4.0 
4.5 
5.0 
6.0 
7.0 
8.0 
9.0 

t0.0 
13.0 
12.0 
13.0 
14.0 
4 5.0 
16.0 
17.0 
18.0 
19.0 

21.0 
22.0 
23 0 

1 -  20.0 

P 001 08 



SENT 3Y:xerox Telecopier 7021 ; 8-25-98 ;?0:01AM ; 1 6 0 62 5 3 1 0934 . -  
I '  
I -  

t '  

L- 

August 24,1908 

Hon. Lindsey Lngram, Jr. 
Stoli, Keenon & Park, LLP 
201 East Main Street 
Suite 1000 
Lexington, Kentucky 40507-1380 

Re: Kentucky-American Water Company 

Dear Mr. Ingram: 

Pursuant to your request for an informal conference with commissioners 
and staff, an informal conference bas been scheduted for Tuesday, September 
22, 1998 at 9:3O a.m, in Conference Room 1 ofthe Commission's offices at 730 
Schenkel Lane, Frankfort, Kentucky, 

I If you have any questions, please contact Richard Raff of our legal staff at 
(502) 564-3940, Extension 260. 

Executive Director 

cc; David E. Spenard, Esq- 
Edward W. Gardner, Esq. 
Donald 3. Dolt, Jr., Esq. 
Oscar H. Geralds, Jr., Esq. 
Chetan Tafwalkar 

1 

- i  
i 

f 



J LOUI:SVILL,E WATER CQMPANY 
5 5 0  S O l J T H  T H l R U  S T R E E T  . L Q U I S V I l . . L E ,  K E N T l J C K Y  40202 

T E L  502-569.3600 F A X  502-569-08 1 5  

$ 1  August 12, 1998 

Ms. Linda C.. Bridwell, P.E 
Director of Engineering 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

RE: Bluegrass Water Project, Agreement for Consulting Services 

Dear Ms. Bridwell: 

The purpose of this letter is to apprise you of the status of our negotiations with PDR 
Engineers, lnc for the consulting services that are required for the Bluegrass Water 
Project. 

As you recall from your meeting on July 21" in Lexington with Jim Brammell, Karen 
Willis, Bill Rhodes and Steve Tucker, a number of technical issues were discussed as 
well as the status of the fee negotiation between LWC and PDR. I have been briefed on 
tbe discussions held at that meeting and will respond to a number of the points 
discussed. 

First, it is my understanding that there were a number of items in the LWC-prepared 
scope of work that may not routinely be included in a Kentucky-American project, but 
which Kentucky-American has agreed to fund as appropriate project. expenses These 
items include; evaluation of alternative alignments; facilitation of public involvement, title 
searches for easements; other easement acquisition support services, rock soundings, 
labeling of rock/bore information; vacuum excavates and associated field research, 
drafting of connection details; and permit support. These items remain in the scope of 
work 

it is my further understanding that there were a number of items discussed on which 
Kentucky-American has reservations either concerning price or scope. Following are 
some of these elements along with my perspective. With respect to the scope and cost 
of the survey effort, it is Louisville Water Company standard practice to require plan and 
profile information on the construction drawings for all transmission main projects. This 
is viewed as necessary for the LWC to have accurate control on the locations of our 
facilities. As such, it is my view that this same level of detail is appropriate on both the 
60-inch and 36-inch mains to be constructed for the Bluegrass Water Project. 

Another item which is standard practice for the LWC is the design and installation of 
thrust blocks along project alignments in conjunction with appropriately designed 
restrained joints. Again, it would be the LWC position that we would follow our standard 
practice on the Bluegrass Water Project. 

An Equal  Opporf iuni ty E m p l o y e r  
001 10 



t 
On t h e  issue of pipe materials, it is my intent to bid the 60-inch transmission main as 
PCCP and the 36-inch main as ductile iron, although w e  would consider receiving 
alternate bids for PCCP for the 36-inch main. The specification for the  36-inch main will 
be for pressure class 350 pipe, a concession in that LWC's standard practice is to use 
schedule  54 pipe in all ductile applications. 

Subsequent  to the meeting of our staff with you on July 21", we have continued 
negotiations with PDR Engineers, Inc. in an effort to reduce costs. Based upon my 
discussions with PDR, 1 have concluded that further cost reductions could only be 
accomplished at the expense  of unacceptable scope reductions. A s  such,  my 
recommendation is that Kentucky-American Water Company authorize the LWC to 
execute  a contract with PDR Engineers, Inc. for the nobto-exceed fee of $779,206 with 
t h e  understanding that approximately $540,000 of the overall fee is attributable to the 
pipeline design effort a n d  would be reimbursed by Kentucky-American to LWC. 

The terms as outlined in the previous paragraph were presented yesterday to LWC's 
Board of Water Works a n d  were approved. Upon receipt of your concurrence i will 
execute  the  agreement with PDR Engineers and issue the notice-to-proceed. This will 
allow u s  to  meet  the December 1998 target for design completion. 

If you have questions, please do not hesitate to contact m e  I look forward to your 
response and to  initiating the pipeline design project with PDR 

Yours truly, 
\ 

Vici 

CC: Coleman Bush, Kentucky-American Water Company 
Jim Brammell, Louisville Water Company 

00111 ' 
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1025 Laurel Oak Road - P.O. Box f770 4 Voorhees. New Jersey 08043 - ($09) 348-8201 - Fax (609) 346.5360 

July 24, 1998 
BP 92-12 

Mr. Steven D. Tucker 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Re: Kentucky-American Water Company 
- Bluegrass Water Proiect 

Dear Steve: 

Attached are three typical American Water specifications (sections 15106, 151 10, and 
15 115) from a recent pipeline project where ductile iron, prestressed concrete, and steel pipe were 
competitively bid. We have bid these three materials competitively a number of times in recent 
years, and these documents have been prepared such that ai1 three materials are specified equally. 
As we discussed at our meeting on July 21, it is preferred that all three materials be specified and 
bid for the LWC portion of the pipeline which will be finded by Kentucky-American Water 
Company. I'd like to note that two of the most recent 36-inch pipelines which were bid in the 
American Water System in Indiana and Missouri were won by ductile iron and steel respectively. 

) - 

Please feel free to contact me by phone at (609) 346-8278 or by e-rnail at 
dreves@amwater.com if you have any questions or would like to discuss this hrther. 

Sincerely, 

David M. Reves 

c: L.C. Bridwefl - KAWC (w/att> 
T.A. Friley - KAWC 
N.O. Rowe .. KAWC 
J.L Raaensperger .. Gannett Fleming, Camp Hill (whtt) 
R.W. Ihlenburg - PDR, Louisville (w/att) 

1 
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SECTION 15 106 

)- 

DUCTILE IRON PIPE AND F J T T I m  
(CONTRACTOR Furnished) 

PART1: GENERAL 

1.01 COORDINATION OF WORK 

Connection to existing pipelines may require shutdown of OWNER facilities. 
Construction work and connections shall be closely coordinated with rhz OWNER 
through the ENGINEER. The ENGINEER, in consult with the OWNER, may select the 
time, including Saturdays, Sundays, or holidays, which, in the opinion of the 
I E N G N E R ,  will cause the least inconvenience to the OWNER and/or its customers, for 
connection to existing pipelines, and the CONTRACTOR wilt perform sucb connections 
at such times as may be directed by rhe ENGINEER at the Contract prices a d  no claim 
for premium time or additional costs will be made by the CONTRACTOR. 

1.02 RELATED WORK 

Piping - General Provisions - Section 15000 

1.03 SJBMITTAZS- 

Shop drawings and manufacturer’s literature for all CONTRACTOR supplied 
materials shall be promptly submitted to the ENGIAEEK for approval in  accordance with 
Section 1300. 

The following items shall be submitted before delivery of ductile iron pipe or fit- 
tings: 

1. Certification by the manufacturer or supplier that the pipe furnished far this 
project meets all pertinent A W W A  Standards. 

2. Laying schedule for boltless restrained joint and push-on joint pipe. 

3. Catalog cuts and installaGon instructions for boltless restrained joint pipe and 
mechanical joint retainer glands. 

4. Certification that AI bolts to be furnished conform to the referenced siandards and 
are manufactured in the United States of America. 

15106-1 (CONTRACTOR Furnished) 
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I .04 PIPE SUPPLER 

Ductile iron pipe shall be as manufactured by U.S. Pipe and Foundry, American 
Ductile Iron Pipe, McWane, Inc. or Griffin Pipe Products. 

PART 2: PRODTJCTS 

Research has documented that certain pipe materials (such as polyvinyl chloride, 
polyethylene, and palybutytene) and certain elastomers (such as those u d  in gasket 
material) may be subject to permeation by lower-molecular weight organic solvents or 
petroleum products. Products supplied under this section have been selected based on 
the non-expectation of encountering petroleum products or organic solvenrs. If during 
the course of pipeline installation the CONTRACTOR identifies, or suspects, the 
presence of petroleum products or any unknown chemical substance the €YGLNEER is 
to be notified immediately. Installation of any further piping in the area of suspected 
contamination shaii be stopped until direction is provided by the ENGRGER. 

2.01 PTPE MATERIAL 

A. Generai 

Ductile iron pipe shall conform to the latest specifications 2s adopted by 
the American National Standards Institute, Inc., (ANSI) and the American Water 
Works Association (AWWA). Specifically, ductile iron pipe shalt conform to 
ANSVAWVA C151/A21..51. 

The pipe shall be coared outside with a bituminous coating h accordance 
with ANSI/AIVWA C15I/A21.51. The pipe interior shall be cement mortar lined 
and seat coated in compliance with the latest revision of ASSIJAWWA 
C104/A21.4. The cerneni niortar lining shall be double thickness. 

33. Pipe Class 

The class of pipe to be furnished shall be as indicated on th:: Drawings. 

C. Testinz 

Each length of pipe shall be subjected to a hydrostatic proof test as 
required by ANSI/AWWA C 15 1 /A2 1.5 I .  

15106-2 

P 

(CONTRACTOR Furnished) 

00115 I 



1. 

12iWPipeline 

Mechanical and push-on joints including access0rieS shall conform 
to A N S Y A W A  ClIl/A21.1~. 

Flanged joints shall conform to ANSUAWWA CllO/A21.10 or 
ANSI B16.1 for fittings and ANSUAWWA CflSIA21.15 for pipe. 
Flanged joints shall not be used in underground installations except within 
structures or where shown on the Drawings. 

AU flanged joints shall be furnished With l/S-inch thick, red rubber 
or styrene butadiene fill face rubber gaskets. The bolts shall have 
American Standard heavy unfinished hexagon& head and nut dimensions 
all as specified in American Standard for Wrench Head Bolts and Nuts and 
Wmch Openings (ANSI €318.2). For bolts of 1-3/4-iiches in diameter and 
larger, bolt studs with a nut on each end are recommended. Materid for 
flange bolts and nuts within structures shall conform to ASTM AZ07. 

Material for flange bolts and nuts which will be buried shall be 
ASTM A304 stainless steel, Grade B, wirh a minimum yield strength of 
35,000 psi. Stainless steel bolts shall be furnished with grade stamp and 
markings. 

E. 

Where shown on the Drawings, ball joint pipe shall be provided. The ball 
and bell joint pipe shall be a boltless restmined joint pipe with an allowable joint 
deflection up to 15". The flexible joint pipe shall be Class 56 and shall be Usifiex 
as manufactured by U.S. Pipe Company, Flex-Lok Boltless ball joint pipe as man- 
ufiictured by Amerimn Ductile Iron ripe Company, Snap-Lok river crossing pipe 
as manufactured by Griffin Pipe Products, or equivalent. 

F. 

All ductiIe iron pipe installed on this project shall be wrapped in polyetby- 
lene. Refer to Section 15131 for polyethylene requirements, 

15106-3 ( C O m C T O R  Furnished) 
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2.02 

A. 

Standard fittings shall be ductile iron conforming to ANSYAWWA 
CllO/A21.10. Campact ductile iron fittings shall meet the requirements of 
ANSY AWW A C 15YA21.53. 

1. 

Fittings shall be suitable for the following working pressures unless 
otherwise noted: 

3" -24" 
30" - 54" 

ptessure - 
Compact Standard 

350 
.250 

350 
250 

2. 

The fittings shall be coated with a bituminous coating in a m r h c e  
with A N W A W A  CllOfA21.10 and lined inside with cement mortar and 
seal coated accordance with ANSYAWWA C104/A21.4.. The cement 
mortar lining shall be double thickness. 

1. 

Mechanical and push-on joints including accessories shall conform 
to A N S V A W A  Clll/A21.11. 

Flanged joints shall meet the requirements of ANSUAWWA 
C1 WA21.15 or ANSI 316. I. Flanged joints shall not be used in under- 
ground installations except within structures or where shown on the Con- 
tract Drawings. 

15106-4 
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All flanged joints shall be furnished With a mhhurn 1/8-inch, thick 
red rubber or styrene butadiene full face mbber gasket. The bolts shall 
have American Standard heavy unfinished hexagonal head and nut dimen- 
sions all as specified in ANSI B18.2. For bolts of I-3/4-inches in diameter 
and larger, bait studs with a nut an each end are recommended. Material 
for bolts and nuts within stntctures shall conform to AS'IM A107. M a t e d  
for flange bolts and nuts which will be buried shall be ASTM A304 stain- 
less stfxl. 

3. 

when restrained joints are required, for pipe and fittings, they shaU be of 
the boltless push-on type which provides joint restraint independent of the joint 
seal. Restrained system shall be suitable for the following working pressures: 

4" - 12" 250 
14" - 24" , 350 
30" - 54" 250 

Boltless restrained joints shaU be either 1J.S. Pipe and Foundry "TR 
FLEX", American DuctileIron Pipe "Lok-Ring", G r i f i  Pipe "Snap-hk" or Clow 
'Super-Lack". Restrained joint pipe shall be furnished with a factory welded 
retaining ring. The use of field instalxed retaining rings, such as "Gripper Rings", 
will not be permitted without the written approval of the ENGINEER. 

2.03 

%ch pipe, fitting or special section shall have plainly marked thereon: 

1. Pipeclass 
2. Date of Manufacture 
3. Manufacturer's name or trademark 
4. On bends, the angle turned thereby 
5. Manufacturer's identification number 

2.04 ( FITT?NGS 

In general, field cutting of restrained joint pipe 

12/9U-Pipelie 15106-5 (CONTRACTOR Furnished) 
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An adequate supply of random length shorts shall be rnahhed on the job at all 
times for the various pipe sizes specified on the project to facilitate any necessary field 
changes. The CONTRACTOR shall notify the manufacturer as these items are used so 
that they may be promptly replaced. As a minimum, one (1) set of 2, 4, 6 and 8 foot 
lengths of restrained joint pipe shall be maintained at the project site at ail times. Randam 

The CONTRACTOR shall maintain, on-site, a suitabk supply of field installed 
retaining rings for boltless restrained joints for pipe installations which may require 
unaGoidabIe field cutting, Field installed retaining rings shal l  be furnished by the Same 
rnanufacturw as the pipe, and shall have the Same pressure rating as Edctory installed rings. 

No additional payments will be made to maintain this material on-site. The CON- 
TRACTOR shdi include the cost of these pipes and retaining rings in the various unit 
grka bid. At the end of the project, the mdom length shorts may be incorporated into 
the pipe alignment without repIacement. Following completion of the project, the CON- 
TRACTOR shall remove any excess pipe and fittings from the site. 

PART3: E;\CECUTION 

3.01 INSTA" 

The provisions specified in Section 1 5 0  shall be strictly followed in addition to 
the following requirements: 

12190-Pipeline 

A. 

The surfaces with which the rubber gasket mmes in contact shall be thor- 
oughIy cleaned just prior to assembly. The gasket shaU then be inserted into the 
groove in the bell. Before starting joint assembly, a liberal coating of specid lubri- 
cant shall be applied to the gasket and the spigot end. With the spigot end centered 
in the bell, the spigot end is pushed home. 

AU components shall be cleaned and lubricated with soapy water prior to 
assembly. Slip the follower gland and gasket over the pipe plain end making sure 
the small side of the gasket and lip of the gland face the bell socket. Insert the 
plain end into socket. Push gasket into positian with fingers, gasket should be 
evenly seated. Slide g h d  into position, insert bolts and tighten must by hand. 

15106-5 (CONTRACTOR Furnished) 
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Bolts ate then tightened alternately (across from one another) to the following nor- 
mal torques: 

5i8 
314 ' 

I "  
1-114" 

Range of Torque 

40 --60 
60 - 90 
70- 100 
"90- 120 

C. 

Assemble and install the push-on joint accading to the manuk- 
tunx's rrcommendations. The joint shall be thoroughly cleaned and lubri- 
caw. Check the retainer ring fastener. 

During "pushing home" of any style piping timber shall be placed 
between the jacking device (backhoe bucket, pipe jack, etc.) and the pipe 
being driven home. 

At stream crossings, ball joint pipe within the waterway shall be 
hskdled before installing pipe on land. The ball joint pipe shall be back- 
Nled, filled with water and allowed to settle for as long as practical before 
end connections are made. 

15106-7 (CONTRACTOR Furnished) 
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PARTI GENERAL 

The Cantractor shall provide all labor, materials and equipment necessary to fur- 
nish, install, paint, test and disinfect all steel pipe, fittings, connections and appurtenances 
specified herein and shown on the Contract Drawings. 

1.02 

Section 14000 -' Piping - General Provisions 

1.03 

The Manufacturer shall be experienced in the manufacturing of the type of piping 
specified herein and shall be able to demonstrate successfuI completion of at least five 
installations of similar size and service. 

Inspection: All pipe shall be subject to inspection at the place of manufacture in accor- 
dance with the provisions of ANSYAWWA C-200, C-205, C-209, and C-214, as supple- 
mented by the requirements herein. The Contiactor shall notify the Owner in writing of 
the manufacturing starting date not less than seven calendar days prior to the start of any 
phase of the pipe manufacture. 

Weiding Requirements: AU welding procedures used to fabricate pipe shall he prequali- 
fied as required by AWWA C-200. Welding procedures shall be required for, but not 
necessarily limited to, fongitudinal and girth or qM welds for pipe cylinders, reinforcing 
plates, ring flange welds, and plates for lug connections. 

The pipe fabricator shall engage an independent testing laboratory certified in the 
state in which the pipe and fittings will be manufactured to provide in-pIant testing and 
inspection of the pipe and fittings during fabrication, if it d m  not have certified in-house 
tasting capabilities. Said inspector shaft have free access to those parts of the pipe fabrica- 
tor's plant neceSriary to ensure compliance with AWWA Stmdards C-200, C-205, C-208, 
C-209, and C-214. Materiais, fabricated parts and pipe that are discovered to be defec- 
tive, or do not comply with the requirements of these standards will be subject to rejection 
at any time prior to final acceptance of the project. Inspection of fabrication shall nor 
relieve the manufacturer of the responsibility to fi~mish material and perform work in 
accordance With appropriate AWWA Standatds and this specificatiun. 
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Welder Qualification: All welding shdl be done by skiI1ed welders, welding operators, 
and tackers who have had adequate experience in the methods and materials to be used on 
this project. Welders shall be qualified, as required by AWWA C-200, not more than six 
months prior to commencing work on the piping. Machines and elecaodes similar to those 
used in the work shall be used in qualification tests, For shop welding, the Manufacturer 
shall furnish all material and bear the expense of qualifying all welders. 

Testing: All materials used in the manufacturing of the pipe and fittings shall be tested 
in accordance with the requirements of ANSVAWWA C-200, C-205, C-209, and C-214 
as applicable. 

Weld tests shall be conducted weekly and at any other time there is a change in the 
grade of steel, welding procedure, or welding equipment. 

After the joint configuration is completed and prior to lining or mating, each length 
of pipe and fitting shall be shop tested and certified to a pressure of at least 75 percent of 
the specified minimum yield strength of the pipe steeI. 

1.04 REFERENCES 

ANSI - American National Standards Institute 

) -  1316.1 Cast Iron Pipe Flanges and Flanged Fittings. 

B16.5 Pipe Flanges and Hanged Fittings and other Special Alloys. 

ASTM American Society for Testing and Materials. 

A139 Electric-Fusion Arc-Welded Steel Pipe (Sizes 4-in. and Over, Specification for). 

E165 Liquid Penetrant 
Inspection, Methods for. 

A36 Specification for Strocturat Steel. 

A283 Specification for Low and Intermediate Tensile Strength Carbon Steel Plates, 
Shapes, and Bars. 

A307 Specification for Carbon Steel Externally Threaded Standard Fasteners. 

A325 Specification for High Strength Bolts for Structural Steel Joints. 

A568 Specification for General Requirements for Steel, Sheet, Carbon, and High- 
Strength, Low-Alloy, Hot-Rolled and Cold-Rolled. 

15 I 10-2 N:\ENGUPECS~8018\15 1 1O.W 

P 001 22 



) -  

A570 Specification for Hot-Ralled Carbon Steel Sheet and Strip, Structurai Quality. 

A572 Specification for High Strength Low Alloy Columbium-Vandium Steels of Sazlc- 
tural Quality. 

C150 Specification for Portland Cement. 

AWS Amerkxn Welding Society 

D1.1 Structud WeIding Code - Steel. 

A W A  American Water Works Association 

C200 Steel Water Pipe 6-Inches and Larger. 

C205 Cement-Mom Protective Lining and Coating for Steel Water Pipe - 4.-iincfies and 
Larger Shop Applied. 

C206 Field Welding of Steel Water Pipe. 

C207 Steel Flanges for Water Works Service, 4-inch through 144-inch. 

C208 Fabricated Steel Water Pipe Fittings, Dimensions for. 

C209 Cold-Applied Tape Coatings for the Exterior of Special Sections, Connections, and 
Fittings far Steel Water Pipeline. 

C214 Tape Coatings Systems for the Exterior of Ste l  Water Pipelines. 

MI 1 Steel Water Pipe; A Guide for Design and Installation 

1.05 

Shop Drawings: The Contractor shall submit shop drawings of pipe and fitthgs 
in accordance with the @mml Requiremews Section, the requirements of ANSUAWWA 
Standards and the following supplemental requirements. 

1. Shop drawings showing the details and joint dimensions for the pipe, fittings and 
spcxiais to be supplied for this project. 

2. Joht and pipelfitting wall construction details which indicate the type and thickness 
of the steel wall; manufacturing tolerances; and all other pertinent information 
required for the manufacture of the product. 
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3. Fittings and specials details such as bends, tees, outlets, connections, test bulk- 
heads, or other specials where shown an the Contract Drawings which indicate 
amount and position of all reinforcement. All fittings and specials shall be pro- 
perly reinforced to withstand the internal pressure, both cirMlmferential and longi- 
tudinal, and the external loading cnnditions as indicated in the Contract Drawings. 

Design calculations for pipe wall thickness and reinforcement. 4. 

)- 

,I 
..- 

5. Material lists which include and describe all materials to be utilized. 

6. Assembly drawings which indicate overall dimensions, the specific number of each 
pipe and fitting, the location and direction of lay of each pipe identified by Mark 
Number on pipe laying schedule. 

7, FuIl and complete information regarding location, type, size and extent of all welds 
shall be shown on the shop drawings. The shop drawings shall distinguish between 
shop and fieid weIds. Shop drawings shall indicate by welding symbols or sketches 
the details of the weIded joints, and the preparation of parent metal required to 
make them. 

8. Martar mix design for mortar used in any product supplied under this contract shalI 
be submitted for approvai prior to its use. 

9. Thrust calculations for all fittings and associated restrained lengths. 

Certifications: The Contractor shall fumish a certified affidavit of compliance for all pipe 
and other products or materials furnished under this Section of the Specifications, as speci- 
fied in ANSVAWWA Standards, and the foXlowing supplemental requirements: 

1. Certified mill test reports for all steel pIates incorporated into any product supplied 
under this Contract as referenced in A W A  C-200. 

2. Hydrostatic tests shall be performed on alt straight sections of pipe and fittings sup 
plied for this project in acrxlrdance with the requirements of AWWA C-200. 

3. Certified reports of mortar test cylinders for all cement mortar incorporated into 
any product supplied under this contract. Cylinders shall be tested in accoxdance 
with ASTM C39. 

4. Certification that all bolts to be fimished conform to referenced standards and are 
manufactured in the U.S.A. 
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5. Certified test reports for each lot of gaskets showing that the physical properties of 
the rubber compound used in the manufacture of the gaskets meets the require-. 
ments of AWWA C-200. Reports shall he submitted for approval prior to release 
of any gasket material to the site. 

6. Production weld .. tests required by AWWA C-200. 

7. List of all qualified welders with certifiation for the appropriate welding p w  
dures. 

8. Certified test reports showing that the physical and mechanical pmpedes of the 
Coating material meets the requirements of AWWA C-214. Reports shall be sub- 
rniW for each lot Coating material prior to application of any material to pipe sup- 
plied under this contract. 

All expenses incuned in making samples for certification of tests shall be borne by 
the Contractor. 

9. An affidavit that all materials furnished under this section have been manufactured 
in the United States of America, and comply with all applicable provisions of 
ANSYAWWA Standards. 

10. Evidence of certification that the pipe manufacturer's piant is certified under the 
Steel Plate Fabricator's Association Quality Assurance Program. 

Steel pipe shall be manufactured by Thompson Pipe and Steel Company or L.B. 
Foster Company. 

PART2 PRODUCTS 

2.01 -GS -- - 
A. Piar; 

All steeI pipe fi.cn.ished under tfiis contract shall be cement mortar lined steel water 
pipe designed in accordance with the latest revision of AWWA C-200 except as modified 
herein. All steel pipe shall be designed in accordance with AWWA M-1 I .  All pipe shall. 
be manufactured new far this project from domestic materials; no pipe from inventory 
shall be: acceptable, 

Pipe shaJl be fabricated From plate, sheet or coils as fisted in the latest revision of 
A W A  C-ZOO. AIJ pipe and fittings shall meet the materials and chemical requirements 
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of ASTM A139. The fining shalt conform ta the latest revision af AWWA C-205 for 
cement mortar linings. 

Afl burid pipe to be furnished on this project shall be designed for the operatbg 
pressures indicated in combination with nominal earth cover of ten feet, The following 
design requirements shall be met: 

Working Pressure 150 psi (Route S:STA. 0 + 00 to STA. 50 4- 94) 
150 psi (Route N.STA. 04- 00 to STA. 57 + 64) 
100 psi (Route S:STA. 50 + 94 to Plant) 
100 psi (Route N:STA. 57 + 64 to Plant) 

Surge Pressure Allowance 250 psi above working pressure 

Test Pressure 200 psi or 250 psi (as noted on Drawings) 

Live b a d  

Dead Laad 

ASWTO-€3-20 hading or Coopers E-85 Railroad 
Loading 

Impact Factor 1.5 

XJp to 10 ft. of earth Cover, trench width 0D-t-3 
ft., sail weight of 120 pcf. 

Buckling Design Considering dead load, internal vacuum and a 
hydrostatic load of 5 feet over top of pipe. 

Bedding Conditions E' = 2000 

Maximum Mowabfe 
Horizontal Deflection 2% 

Design stress in the pipe wall shall not exceed SO% of the minimum yield point of 
the steel at working pressure, nor 75% of the minimum yield p i n t  of steel at working 
pressure plus surge pressure. 
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Those locations where the pipe will have cover greater than 10 feet shall be 
designed in accordance with the above cmditions with the anticipated dead load conditions. 

When determining steel wall thichessas, the structural properties of the internal 
cement mortar Lining shall be neglected. Unless otherwise shown on the Drawings, the 
minimum thickness of buried stwI pipe shalI be: 

all 

20” 0.188” 
36” 

36” 

0.225” (Route N:STA. 57 4- 64 to Plant; 
Route S:STA. 50 4- 94 to PIant) 

0.25” (Route N:STA. 0 4- 00 to STA, 57 + 64; 
Route S:STA. 0 -4- 00 to STA. 50 + 94) 

The pipe is  to he furnished in 40 to 50 foot net hying lengths with special lengths, 
field trim pieces and closure pieces as required by plan and profile for location of elbows, 
tees, reducers and other fittings. The Contractor shall comply with applicable OSHA 
safety regulations concerning trench safety when installing pipe. 

B. 

Ali fittings shall be fabricated in accordance with AWWA C-200 Section 4 from 
pipe conforming to P-h 2.01A of this Specification section. Fittings shall conform 
to the dimensions of AWWA C-208, “Dimensions for Fabricated Steel Water Pipe Fit- 
tings“. All tees, laterals and outlets shall be reinforced in accordance with AWWA M-11. 

The Contractor shall furnish and install flanged by restrained joint spool sectians 
at all flanged valves and any other location shown on the Contract Drawings. Flanges 
shall be Class D conforming to the requirements of AWWA C207, “Steel Pipe Flanges for 
Watenvorks Service - Sizes 4 in. through 144 in.” Shop lining or coating at all flanged 
joints shall be continuous to the end of the pipe or the back of the flange, Flange faces 
shall be shop coated with a rust preventative primer. The exterior of flanges shall be tape 
coated at the time of installation in accordance with AWWA C209. Flanged drilling shall 
be CompatibIe to the valve fiange. Flanges shall be firmly bolted with hardware conform- 
ing to Paragraph 2.05. Gaskets shall be full faced neuprene. 

Where restrained joints are not &led for on the Drawings, pipe joints shall be rub.. 
ber gasket joints conforming to AWWA C-200. Mechanically coupled or flanged joints 
shall be provided where shown. The clearance W e e n  the bells and spigots shall be such 
that when combined with the gasket groove and the gasket itself a watertight joint under 
ali opera&lg conditions will be provided. The gasket shall be the sole efement depended 
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on to make the joint watertight. The joint shall be suitable for a safe pressure equal to the 
class of pipe furnhhed. 

Rubber gasket joints shall be electrically bonded using two #4 copper bonding wires 
and thermite welding cartridges. 

Rubber gasketed joints shall be furnished by a manufacturer who has furnished pipe 
with joints of similar design, scope and pressure that has been in successful operation for 
a period of 5 years. 

D. 

Where restrained joints are shown on the Drawings, be11 and spigot field welded 
lap joints shall be used. Joint design shall permit a lap, when the joint is assembled, of 
at least 1-I/2 kcha. Lap joints shall be single wdded, fuIl fiIlet welds equal in thickness 
til the pipe material, except as specified in Section 3.02. A minimum of two passes of the 
welding electrode shall be made at each fdet weld. Welding shall be in accordance with 
AWWA C206, "Standard for Field Welding of Steel Water Pipe". 

The lengths of restrained joint pipe shawn on the Contract Drawings are a e 
mum. If the &ufacturer's calculations indicate a different restrained length, the longer 
length shall be provided. 

The Contractor shall maintain, on site, an adequate supply of materials for fabrica- 
tion of field welded resaained joints in the field. The pipe supplier shall furnish the neces- 
sary materiaIs and fabrication instruction details. At a rninirnum, the Contractor shaI1 
maintain two butt straps on site. 

At ail connections between steel pipe and ductile ban pipe, fi&gs or valves, joints 
shall be electrically insulated by the use of flange insulation kits designed speCifidy for 
the e1ectrica.l insulation of flanged pipe joints. The kits shaU include full face "Type E 
Linebacker" gaskets, and instdating washers and sleeves for each flange bolt, as manufac- 
tured by PSI, Inc., Houston, Texas. Material shaU be recommended by the rnahufacturer 
for potable water, buried service, 200 psi Iine pressure. Bolt holes at flanged insulated 
joints shall be drilled oversize to maintain proper clearances at insulated bushings. 

Steel piping shall be furnished with factory-welded tapped boss outlet in the sizes 
and kwations shown on the Contract Drawings, or as requited to accommodate connections 
of gauges, sample lines, etc. as shown on the Drawings. In addition, suitable and suffi- 
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cient tapped bosses shall be provided to facilitate all pipe testing as necessary. Tapped 
boss outlets shall be furnished in accordance with AWWA, M-l 1. 

G .  

The interior of steel pipe, fittings and specids shall have a cement-mortar lining 
with a minimum thickness of 0.375 inches and shall -conform b the requirements of 
A W A  C-205, "Cement-Mortar Protective Coating for Steel Water Pipe - 4-in. and 
Larger - Shop Applied". The nominal diameter of cement mortar lined pipe shall be the 
inside diameter after lining. 

Pipes shall be lined by centrifugal spinning in the factory as described in AWWA 
C-205; fittings shall be lined by hand-trowekig, mechanically, or pneumatically-placed 
mortar. Cement mortar linings shall conform to AWWA G-205. Cement mortar shall be 
composed of ASTM C-150 Type I or Type TI cement, sand meeting the requirements of 
ASTM C33, and clean water frec3 of injurious quantities of impurities that would adversely 
affect the quality of the m o m .  Pozzolans or fly ash shall not be used as a cement 
replacement for the mortar mix. Admixtures for mortar may be used to control setting 
time and as a water-reducing agent; however, the fabricator shall submit the brand name 
of the admixture and amounts to be used with the mortar mix design for approval. Any 
admixfure containing chlorides shall not be allowed. Prior to the application of the mortar 
lining, inside surfaces of the pipe and fittings shall be free of mud, mill iacquer, wax, coal 
tar, asphalt, oil, grease or any other foreign substance that wiU affect the mortar bond to 
the steel pipe. Curing of mortar lining shall begin immediately after lining placement is 
complete, Delamination, blisters, sand pockets, voids, f l s  due to impact or any other 
defect in the lining shall be repaked in accordance with AWWA C-205. Temperature and 
shrinkage cracks in the lining less than 1/16'' in width need not be repaired. 

H. or C- 

1. 

Pipe shall be coated and wrapped at the fabricator's plant with a prehbricated 
multi-layer, cold-applied-poly olefin tape conforming to the coating system described in 
AWWA (2-214. Tfie system shalI consist of surface preparation, a primer, a 20-mil inner 
layer for corrosion protection, and two 30.d outer layers. The pipe surface shall be fiee 
of mud, mill lacquer, wax, cod tar, asphalt, oil, grease or any other foreign rnateriat prior 
to blast cleaning. Pipe surface shall be grit blasted to a commercial surface confmnhg 
to SSPC SP6 or NACE TM-01-75. Pipe surface shall be visually inspected after abrasive 
blasting and before primer application to assure adequate surface preparation. A suitable 
primer meeting the requirements of AWWA C-214 shall be applied to the prepared pipe 
surface in a thin uniform film at a coverage rate recommended by the primer manufac- 
turer. An inner-layer tape meeting the requirements of AWWA C-214 shall be applied 
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dFrectly to the primed pipe surface with mechanical mating and wrapping equipment. The 
inner-layer tape shall be spirally applied with overlap, width and appiication tension as 
recommended by the tape manufacturer. The inner-layer shalf be electrically tested for 
flaws h the mating with a holiday tester and repaired as required prior to the application 
of the outer tape coats. Two outer tape coats conforming to the requirements of AWWA 
C-214, each consisting of a 30-mil-thick cold-applied-polyolefin tape with a laminated 
adhesive backing, shall k applied over the her-layer tape with the same type of mechan- 
ical equipment used to apply the inner-layer tape. The seams and overlaps of the outer- 
layer tapes shall not coincide with the seams and overlaps of previously-appIied tape coats, 
The outer-layer tape shall be spirally applied with overlap width and application tension 
as recommended by the tape manufacturer. The total thickness of the coating shall be 80 
mils. 

2. 

Fittings shall be coated and wrapped at the fabricator's plant with a multi-layer, 
cold-applied-polyolefin tape conforming to a Type II system described in AWWA C--209. 
The system shall consist of surface preparation, a primer and two 35-mil outer layers, The 
fitting shaV be free of mud, mill lacquer, wax coa1 tar, asphaft, oil, grease or any other 
foreign makrial prior to blast cleaning. Fittings surfaces s b U  be grit blasted to a commer- 
cial surfice conforming to SSPC SP6 or NACE TMbl-75. Fitting surface shall be Visu- 
ally inspected after abrasive blasting and before primer application to assure adequate 
surface preparation. A suitable primer meeting the requirements of AWWA C-209 shall 
be applied to the prepared fitting surface in a thin uniform film at a coverage rate recorn- 
mended by the primer manufacturer. Applied directly to the primed surface shall be two 
outer layer tape coats conformhg b the requirements of AWWA C-209, Tvpe 11 tape coat- 
ing system. The specific appIication procedure useti or the Type fl tape coating system 
shall be as recommended by the coating manufacturer. A description of the recommended 
procedure is to be submitted to the Owner for review prior to the start of work. Between 
appfimtions of the two outer layer Castings, the fabrimtor shall electrically test the surface 
of the fithg with a holiday tester, and repair any defats as required prior to applying the 
second tape coat The seams and overlaps of the second tape coat shall not coincide with 
the seams and overlaps of the fmt coat. 

I. 

Harness assemblies shall be furnished in accordance with AWWA, M-11 at loca- 
tions shown OR the Contact Drawings. Stud bolts shall conform to ASTM A193, Grade 
B7 or equal. Nuts ShaLI conform to ASTM A-194, Grade 2H or equal. Harness rings and 
plate material shall conform to As?1M A283 Grade C or ASTM A36 or equal. Stud bolts 
518 in. through 7/8 in. diameter shall have tTNC threads. Stud bolts 1 in. and larger shall 
have eight (8) UN threads per inch. The maximum allowable bolt stress shall be 40,000 
psi. 
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Harness bolts s h d  be equally spaced around the pipe unIess otherwise shown on 
the Drawings. The nuts shall be tightened gradually and equally at diametrically qpsite 
sides until snug, So prevent misalignment and to ensure that aU studs carry equal loads. 
The threads of the studs shall protrude a minimum of lh inch From &e nut. 

Regardless of the manufacturer‘s design calculations, the dimensions of hamess 
rings, plates, and bolts shall not be less than detailed on the Contract Drawings. 

Ball johts for steel pipe shall be “Mo-flex” as manufactured by Mobile Pulley and 
Machine Works, Mobile, Alabama, Ball joints shall be factory welded to the pipe barrel 
by the pipe manufacturer. 

2.02 

Each pipe, fitting or special section shall have plainly marked thereon. 

2.03 

1. Date of manufacture 
2. Manufacturer‘s name or trademark 
3, On bends, the angle turned thereby 
4. Serial number or other identification coordinated with the laying schedule 
5. Thickness 

flexible sleeve couplings shall be used where shown on the Drawing or where 
directed, to provide proper jointhg of piping. Couplings shall be suitable far either buried 
or non-buried service, depending on location. 

The pipe couplings shall be of the gasketed, sleeve type, of type and diameter to 
properly fit the pipes to be joined. The coupling shall consist of a steel middle ring, steel 
followers and gaskets, and bolts used to properly compress the gaskets. 

All couplings shall be adequately harnessed in accordance with AWWA M-11 and 
the detail shown on the Contract Drawings to withstand the test pressures of the pipes 
being joined. 

Pipe ends for flexible sleeve couplings shall conform to AWWA C-200, Section 
3.6. The outside surf= of ends of plain-end pipe shall be free h m  surface defwts and 
shall have the longitudinal or spiral welds ground flush with the plate surface: for a suf- 
ficient distance from the ends to permit the couplings gaskets to form a watertight seal 
against the pipe wall. 
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Steel couplings shall be furnished with a factory-applied epoxy coating ’ALClad” 
as furnished by Dresser. 

Couplings shall be Style 38, as manufactured by Dresser Manufacturing Division, 
Bradford, Pennsylvania. 

Unless otherwise specified, gaskets for all flanged joints in process piping shall be 
1/8” compresstxl thickness, homogeneous red rubber composition, Gornpressed into sheets 
resistant to plastic flow, Gaskets shall be equal to Garlack Packing Company No. 22, as 
supplied by Gariock Packing Company. 

Unless otherwise specified, bolts, nuts and washers for pipe flanges shall conform 
to ATM A307, Grade A (abave ground) or ASThl A-193, Grade B-5 (buried). Nuts and 
washers shall conform to ASTM A194, Grade 2. Bolts shall be full body conforming to 
the dimensions for heavy hexagon bolts specified in ANSI Standard No. €318.2.1. Nut 
dimensions shall conform to the current requirements for heavy hexagon nuts specified in 
ANSI Standard No. B18.2.2. A11 threads shall conform to the requirements specified in 
ANSI Standard No. B-1.1, American Standkd Coarse Series, Class 2 Et. 

1- 
PART3 

Install buried piping as shown, specified, and in accordance with the recomrnenda- 
tions of the manufacturer. Trenching and backfilling requirements for pipe laying are 
spec%& in Section 2210 and detailed on the Contract Drawings. Pipe shall be laid to the 
line and grade shown on the Contract Drawings. Deviation to avoid unanticipated obstruc- 
tionS shall be only by approval of the Owner. Slope pipe uniformly between elevations. 
The pipe shall be handled carefully at ail times so as not to damage the tape coat and mor- 
tar lining. Wire rope, chains, and unpadded metal handling equipment are unacceptable. 
When the pipe i s  unloaded or strung along the line of work, it shall be blocked off of the 
ground witb padded blocks, sand bags, or mounds of sand to protect the pipe coating. The 
pipe shall not be rolled, dmgged, or skidded along the ground at any time. No pipe shall 
be brought into position una the preceding length has been secured in the pipe envelope. 
Defective materials shall be immediately removed from the site. Any pipe, fitting or 
accessory found to be broken or defective after it has been installed shall be removed and 
replaced at no cost to the Owner. A watertight pipe plug or bulkhead shall be provided 
and used to prevent the entrance of foreign material whenever pipe-laying operations are 
not in progress. 
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The field cutting of steel pipe shall not be allowed unless unanticipated changes in 
the alignment or location of valves and fittings must be made. Approval of the Owner 
shall be received by the Contractor before making such changes. Field cutting, when 
authonied, shdf be done neatly, removing only as much coating and lining as is necessary 
to make the cut. The end cut, whether square or beveled, shall be made accurately b y  
fl m e  cutting or sawing. 

3.02 €LQQLDE 

AU pipe shall be shilled to maintain a roundness of +/- 1 percent during shipping 
and handling. Pipe shall be shipped on padded bunks with nylon belt tiedown straps or 
padded banding located approximately over fie stuIling. Coated pipe shall be stored on 
padded skids, sand or dirt berms, sand bags, tires or other suitable means to avoid damag- 
ing the exterior coating, Prior to shipment, the ends of cementLrnortar lined pipe shall be 
capped with plastic end caps. 

Coated pipe shall be handled with wide belt slings. Chains, cables, hooks, clamps 
or other equipment likely to cause damage to the pipe or coating s M 1  not be used. 

3.03 LQ.EIDU 

Rubber gaskets shaU be instatled in strict accordance with the manufacturer's 
recommendations. Immediately before jointing the p i p ,  the outside of the spigot and 
inside of the bell shall be thoroughly cleaned. The gasket and the bell shall be coated with 
an approved vegetable soap. Insert the joint to hi1 metaI-to-metaI contact prior to pro- 
viding the manufacturer's maximum permissible joint deflection. After the pipe units have 
been joined, a feeler gage shall be inserted into the joint recess and moved around the pen- 
phery of the joint to detect any inttguIarity in the position of the rubber gasket. If the gas- 
ket can be "felt", the joint shall be disassembled and reinstalled. ElecbicaIIy bond rubber 
gasketed joints using bonding wires and thermite welding cartridges specified in Section 
2-01. 

Complete the exterior of rubber gasket joints by priming the non-taped surfaces of 
the joint, then wrapping two layers of 35 mil tape conforming to the requirements of 
AWWA C-209 over the joint and bonding wires. Field applied tape shall be wmptible 
with ik.Xory appIied coatings. Field appLied tape coating shall overlap the factory applied 
tape coating by at least 3 inches. 

The exposed surfaces of welded joints sball be thoroughly cleaned prior to johthg. 
The plain end of the pipe shall be inserted into the be11 with a minimum overlap af 1-112 
inches at any location around the joint circumference. A strip of heat resistant matexid 
shalt be drdped over the pipe for at least 18-inches on each side of the coating holdback 
during welding to avoid damage to coatings from weld splatter. A single full fitlet weld 
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on the exterior or interior of the joint made with a minimum of two passes shall be pm- 
vided by cwtified welders qualified in accordance with American WeIding Standard Dl-1. 
The welder grounding clamp shdl not be attached to the coated part of the pipe. 

The Conbaetor shall be responsible for the qualification of welders. The qualifica- 
tion testing shall be conducted by an independent testing agency. Qualificatian testing 
shall be performed in accordance with AWS D1.l. Results of qualification testing shalI 
be submitted to the Engineer for approval. Results of previous qualification tests per- 
formed within six months from the date of pipe installation wiU be acceptable. Results 
from qualification tests performed prior to six months from the date of pipe instattation 
will not be acceptable. Au costs associated with qualification testing shatf be included in 
the unit prices bid. 

Lap joints may be welded from the outside of the joint or from the inside of the 
pipe. IE the Contractor completes the weld on the inside of the joint, the Contractor shall 
comply with all applicable OSHA regulations, particularly the need to provide adequate 
ventilation. 

Welding shall not be performed when the ambient temperature is less than 0 
degrees Fahrenheit, or when surfaces are wet from rain, condensation, snow or ice. 
Regardless of the ambient temperature, the metal temperature in the pipe wall shall not be 
less than 60 degrees Fahrenheit within 3 inches of the weld point. Preheating is permitted 
in accordance with AWWA C206. 

, 

Thermal stresses can occur in welded joint pipe during construction due to varia- 
tions in pipe temperature. The Contractor shall submit to the Erigineer a detailed proce- 
dure for reducing thermal stresses in welded joint pipe. The methods proposed m y  
hvoIve shading the pipe in the trench, the use of bacm as insulation, and/or making cer- 
t a h  joint welds at the time of day when the ambient temperature is the coolest. At a mini- 
mum, a closure joint shall be provided every 400 feet within a continuous section of 
welded joints. The closure joint sha4 be set so that the spigot of the pipe is inserted deeper 
into the beU than the n o d  closed position, aU joints are welded except the closure joint, 
and all backfill is placed over the pipe except at the closure joint. The closure joint is then 
to be welded when the ambient air temperature is the coolest. If backfilI closely follows 
pipe instatlaton, and the length of exposed trestch does not e x d  400 feet, a closure joint 
will not be required. 

Complete the exterior of welded joints by wire brushing the exposed surfaces. 
Prime the exterior s u r f "  in accordance with the manufacturer's recommendations, then 
wrap two layers of 35 mil tape conforming to the requirements of AWWA C-209. Field 
applied tape coating shaU QV- the Factory applied tape coating by at least 3 inches, and 
shaU be compatible with the hcmy applied coating. 
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The interior joint recess of both rubber gasket and welded joints shall be troweled 
With a stiff mix of cement mortar. Mortar for interior joint recess shall be comprised of 
a minimum 1 part cement b not more than 2 parts sand, by weight, dry mixed, and mois- 
tened with sufficient water to permit packing and troweling without crumbling. Before 
placing the joint mortar materid against the surfaces of the lining, the surfaces shau. be 
cleaned, all soap removed, and then wetted. The pipeiine shall not be filled with water 
until all fieid mortared joints have cured for a minimum of 24 hours, 

. 

3.04 

xnstall test stations every 1500 to ZOO0 feet or as shown on the Drawings in accor- 
dance with the detail within the Contract Drawings. 

3.05 "GEITIOMTS 

Assemble flanged joints with approved full-f& red rubber gaskets 1/8-inch thick. 
Clean flange faces thoroughly before making the joint. Draw up flange bolts evenly and 
albmaMy across flange until the joint is tight. Bolts shall be uniform length, take up the 
full nut, hut not project more than 1/4-inch past the nut. 

3.06 -- 
Flexible sleeve couplings shall be installed as per the manufacturer's recommenda- 

tions. 

Joint hamessing with steel rings designed in accordance with AWWA M-11, shall 
be installed as per the debiI on the Contract Drawings and in accordance with this Specifi- 
cation, 

Harnessing rods shall be equally spaced around the pipe. In assembXhg tfie har- 
ness, the nuts shall be tightened gradually and equally until snug to prevent misalignment 
and to insure that all studs carry equal loads. The threads of the studs shall protrude a 
minimum of one-half inch from the nuts when piping is pmsurized. 

END OF SECTION 
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1.01 

Connection b existing pipelines may require shutdown of OWNER Eacilitia. Con- 
struction work and c o m ~ o n s  shall be closely coordinated with the OWN€% through the 
ENGINEER. The ENGDEER, in consult with &e OWNER, may select the time, includ- 
ing Saturdays, Sundays and holidays, which, in the opinion of the ENGINEER, will cause 
the least inconvenience W. the OWNER and/or its customers, for connection to existing 
pipelines, and the CONTRACTOR will perform such connections at such times as may be 
disected by the ENG- at the Contract prices and no claim for premium time or addit- 
ional costs will by made by the CONTRACTOR. 

1.02 

Piping - General Provisions - Section 15000 

1.03 S_UBMITTATX 

Shop drawings and manufacturer’s literature for all CONTRACTOR supplied 
materials shall be promptly submitted to the ENGINEER for approval in accordance with 
Section 1300. 

The C O m C = T O R  shall submit shop drawings showing the pipe lengths, design 
details, joint debils, specials, installation details, etc., for the ENGINEER’S use. Thrust 
calculations for all fittings and associated restrained lengths shall be furnished by the pipe 
manufacturer. All calculations shall be signed and sealed by an engineer licensed in the 
State of Missouri. Pipe shall be fabricated and installed in accordance with these plans. 
Pipeline layouts shall be submitted for the ENGINE%R’s field use. Actual mechanical fit 
of the various units shall be the complete responsibility of the CONTRACTOR and his 
suppliers. 

The design calculations shall be presented in a neat, readable form, with all fur- 
tures, values and units included to facilitate ease of checking. Calculations shall include 
but not be limited to, the following: 
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1. 
2. 
3. 
4. 
5. 
6.  
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 

pipe size 
cylinder thickness and outside diameter 
cylinder yield point and ultimate strength 
wire diameter 
wire area 
wire class 
wire spacing 
wire wrapping stress 
ultimate strength of wire 
3-edge bearing load to produce incipient cracking 
ultimate 3-edge load 
resultant cancrete compression 
gross wrapping stress in wire 
compressive strength of core concrete at time of wrapping 
core thickness 
outside coating thickness 

Prior to manufacture of finished pipe, the manufacturer shall submit certified 
material test reports for the following materials for the ENGINEER'S approval: aggre- 
gates; cement; admixtures; wire mesh; reinforcing rod; prestressing wire; steel sheet; plate 
and shapes; joint rings; bolts; lugs and gaskets. Certified reports shall show the actual 
results of al l  required chemical analyses, physical tests, examinations and heat tratments, 
including times and temperatures. 

The following items shall also be submitted to the E N G m R :  

a. Certifications that dl design standards specified herein have been met. 

b. Certification from the manufacturer of the prestwsing wire that the tem- 
perature of the wire did not ex& 360 degrees Fahrenheit during the wire 
drawhg process. 

c. Certification that water for mortar and concrete mix meets the requirements 
of ASTM C94. 

d, An affidavit that all materials furnished under this section have been manu- 
factured in the United States of America. 

1.04 m- 
PfestTessed concrete cyiinder pipe shall be as manufactured by Price Brothers Com- 

pany, Vianini Pipe, Inc. or Cretex Pressure Pipe, IC. 
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Research has documented that certain pipe materiais (such as polyvinyl chloride, 
polyethylene, and polybutyiene) and certain elastomers (such as those used h gasket 
material) may be subject to permeation by lower molecular weight organic sotvents or 
petroleum products. products supplied under this section have been selected based 5n the 
non-expectation of encountering petroleum products or organic solvents. If during the 
course of pipdime installation the CONTRACTOR identifies, or suspects, the presence of 
petroleurn products or any unknown chemical substance the ENGZNEEIC, is tct be notified 
imrnediateIy. Installation of any further piping in the area of suspected contamination shall 
be stopped until direction is provided by the ENGINEEX. 

Prestressed concrete cylinder pipe and fittings s h d  be manufactured in accordance 
with the latest revision of AWWA Standard C301, Ir# 

For Watetand4ther_Liouidst'( and designed in accordance with 
AWWA Standard C304, "& -, except as modi- 
fled herein. The pipe shall be lined cylinder pipe. The pipe shall have the following prin- 
cipal feature: a Wrtight,"welded steel cylinder with steel joint rings welded to its ends; 
a core consisting of a lining ,of concrete within this steel cylinder; reinforcement consisting 
of high tensile wire wound around the outside of the core at a predetermined stress and 
d y  fastened at its ends; a coating of dense mortar covering the core and wire except 
for the neceswily exposed surfaces of the joint rings; and a selfcentering joint with a pre- 
formed rubber gasket, so designed that the joint will be watertight under all conditions of 
service. Joint depth for non- restrained joints shall be 4-1/8 inch minimum. 

All pipe and fittings to be furnished on this prqject shall be designed for an oper- 
ating pressure of 150 psi (Route N:STA. 0 4- 00 to STA. 57 3- 6~4; Route S:STA. 0 -4- 
00 to Sta 50 + 94) or 100 psi (Route N:STA. 57 3- 64 to Piant; Route S:STA, 50 $. 94 
to Plant) in combdon with nominal earth cover of ten feet with "ordinary" bedding with 
flat bottom trench. Ordinary bedding is defined as a Type 3 trench per AWWA Manual 
M-9. The following design pmeters  shall also be met: 

Load factor for trench bedding: 
Trench test pressure: 
Surge pressure allowance: 

1.5 
200 or 250 psi applied for %hour duration 
250 psi above working pressure 
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Live Load: 
Water Imding: 

AASHTO W-20 
5 feet above top of pipe 

In areas where the Drawings indicate that scouring has occurred during prior 
floods, the design shall aIso consider the possibility that fill could be phced in the future 
to bring the scoured grade back to the surrounding grade. Pipe design in these areas shdl 
be based on the most severe loading condition. 

The design &each test pressure and duration shall apply notwithstanding the actual 
field trench test pressure and duration specified elsewhere. 

. .  pipe shall be designed for development on the inner core 
surface or the outer mating surface under any of the above design conditions. Any cir- 
cumferential cracks greater than 0.0625-inches (1/16 inch) shdl be basis far rejection of 
the pipe. All circumferential cracks less than 0.0625-inches but greater than 0.015-inches 
shaU be repaired utilizing epoxy grout or cement mortar in strict accordance with the man- 
ufacturer's recommendations. Pipe with circumferential cracks less than 0.015 inches slail 
be acceptable. 

The pipe manufacturer shall proportion the pipe cement mortar coating mix to take 
into account the anticipated groundwater chemistry to provide a cornsion resistant coating. 
The manufacturer shall review the soif. chemistry analyses, particufarly the pH values, 
included in the soils investigation report appended to this specification, and include this 
data in the mortar design mix. At a minimum, the cement mortar shall be proportioned 
in a ratio of 1 part cement to 2-112 parts sand. 

The size of the high-tensile wire and the spacing and tension under which it is 
wound shall be such that the conditions required by the design methods in C304 are met. 
The design shall fully recognize all losses due to elastic and inelastic deformation, such as 
relaxation of the wire and plastic strains in the concrete. The average grass wrapping 
stress in the high-tensile wire shall not exceed 75% of the minimum ultimate tensile 
sfmgth of the wire. The Wire shall not be smaller than 6 gage. The minimum center line 
spacing of the wire shall be that which produces a clear distance of 3/15" between wires 
on the barrel of the pip. The mter line spacing of the wire shall not exceed 1 95 inches. 
All win: used shall be p rodud  in the United States of America. The E " O R  
shall submit design calculations to the ENGMEER prior to the manufacture of any pipe 
for this project. 
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An pipe to be furnished on this project shall be specificaIIy manufactured for this 
project, 

The following additiond requirements shall be met: 

a. 

b. 

C. 

d. 

2.02 

All wdders and welding operators shall be qualified under AWS D1. I "Structural 
Welding Code - Steel", under AWS D 1.3 " S t n \ c W  Welding Code - Sheet Steel", 
or under Sec. CX of the ASME "Boiler and Pressure Vessel Code" for welding P- 
No. 1 (carbon or low alloy) steels. Each welder and welding operator shall have 
qualified or requalified within the past three years. 

The steel used in the manufacture of cylinders for p i p  shall  have a minimum yield 
smgth of 33,000 psi. The grade of steel used in the manufacture of bell rings for 
pipe and fittings shall have a minimum yield strength of 30,000 psi. 

The slurry application rate ahead of the prestressing wires shall not he less than I 
gal. per 90 sq. ft. The core surface temperature at the time of wrapping shall be 
at least 35 degrees F. 

The surface temperature of the wrapped core at the time the mortar coating is 
applied shall be at least 35 degrees F. 

Eibows, tees, closures, adaptors and reducers shall be of non-prestressed cylinder 
type construction and details of their reinforcement shall be submined to the ENGINEER 
for approval prior to their manufacture. Other specials, such as outlet pipe or shorts or 
other types of pipe shall be manufactured from straight sections of prestressed concrete 
cylinder pipe. All fittings and specials shall be designed to meet the operating and test 
conditions specified for concrete cylinder pipe. All materials and workmanship shall be 
provided in accordance with the latest revision of AWWA-C301. The steel used in the 
manufacture of cylinders €or fittings shall have a minimum yield strength equal to or 
greater than twice the steel stress at the working pressure used in fittings design, or 30,000 
psi, whichever is greater. 

An adequate supply of random length shorts and bevel adapters shall be maintained 
an the job for the various pipe si= specified for the project to facilitate any necessary 
field changes. The CONTRACTOR sMl notifL the manufacturer as thhese items are d 
so that they may be prompff y replaced. As a minimum, 1 set of 2,4,6 and 8 fmt lengths 
shall. be maintained and stored on the construction project site. The set shall be furnished 
as restrained joint pipe and be designed with the maximum gage cylinder for full fllrust 
design. Random length pipe shall be provided spigot by bell. In addition six full bevels 
and Six Mf bevel adaptors shall also be maintained and stored on the construction project 
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site. Three half and three fitU bevel adapters shall be furnished as restrained pipe, The 
additional short pipe and bevel adap&rs shall be replaced as necessary, as the project pro- 
gresses. At the end of the project, the random length shorts and bevels may be incorpor- 
ated into the pipe alignment without replacement. 

The CONTRACTOR shaU furnish and install prestressed concrete cyIinder pipe and 
flanged by restrained joint spool sections at all flanged valves and any other location as 
shown on the Contract Drawings. The cylinder thickness of the spool sections shall be 
designed for fuu thrust, dead-end, conditions at a test trench pressure of 200 psi. Hanged 
drilling shall be compatible to the valve flange, Flanges shall be firmly bolted with high 
strength Stainless steel bolts and nuts conforming to ASTM A304, Grade 3, With a mini- 
mum yield strength of 35,000 psi. Stainless steel bolts shall be furnished with grade stamp 
and markings. Gaskets shall be full faced neoprene. 

Each pipe, fitting or special section shall have plainly marked thereon: 

1. Pipeclass 
2. Date of manufacture 
3. Manufacturer's name or trademark 
4. On bends, the angle turned thereby 
5. Identification of fittings to show proper location 
6. On beveled pipe, amount of bevel and point of maximum bevel. 
7. Thickness of steel cylinder 

2.04 -- 
All concrete fittings shall be securely anchored b y  approved restrained joints. The 

type ofjoint shall be the "SNAP RING" joint as manufactured by Price Brothers Company 
or the "C-CLAMP" joint as manufactured by Vianini Pipe, Xw., installed and protected 
with mortar in accordance with the manufacturer's recommendation. The use of "Bell 
Bolt" flexible tied joints will not be considered an acceptable restrained joint alternative. 
If "Snap Rings" are used, they shall not be used in zones where test pressures exceed the 
manufacturer's rating. A number of straight pipe lengths both sides of the fittings must 
be fitmished with ratrained joints as shown on the drawings and shown on the length of 
restraint schedule on the Contract Drawings. Deflection of the joints shall be in accordance 
with the rnanufjdcturers mmmendations. Where necessary, the steel cylinders in the pipe 
SW be hcreased in thickness to provide sufficient cross-sectional area to mist the longi- 
tudinal thrust. Thrust at bends shail be calculated as follows: 

151154 
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For bends 0 degrees to 60 degrees: 

vest Pressure) X (Cross Sectional Area) X (Sin@efletionl2)) 

For bends €4 d e g m  to 90 degrees: 

(Test Pressure) X (Cross Sectional Area) X (1 - CosO)efl&on)) 

The cross sectional area shail be based on the joint. diameter. 

W e r e  heavier gauge cylinders are used, the Wire spacing shall be adjusted to main- 
tain the design compression in the concrete core. 

The maximum allowable stress for steel cylinder design &ail be 15,OOO psi at a test 
pressure of 200 psi. The thrust force at a c h  fitting shall be dissipated to zero over the 
restrained length shown on the Contract Drawings. 

All full bevels shall be furnished with restrained joints. HaIf bevel pipe joints need 
not be restrained, unless the joint falls within a restrained pipe zone, 

The lengths of restrained joint pipe shown on the Contract Drawings are a mini- 
mum. ]If the manufscturer's calcd~ons indicate a different length, the ionger length shall 
be provided. 

The CONTRACTOR shall maintain, on site, an adequate suppIy of materiais for 
fabrication of field welded restrained joints in the field. The pipe supplier shall furnish 
the necessary materials and fabrication instruction details. 

2.05 

At all connections between concrete pipe and ductile iron pipe, fittings or valves, 
or between concrete pipe and steel pipe and fittings, joints shal l  be electndy insulated 
by the use of flange insulation kits designed specifically for the etectricaf insulation of 
flanged pipe joints. The kits shall include fuU face "Type E Linebacker" gaskets, and 
insulating washers and sleeves for each flange bolt, as manufactured by PSI, Inc., 
Houston, Texas, or appmvd equal. Material shall be recommended by the manufacturer 
for potable water, buried sentice, 200 psi line pressure. 

2.05 

Where shown on the h w j n g s ,  ball joint pipe shall be provided. The ball and bell 
j&t pipe shall be fully xesmhed and permit an allowablejoint defection up to 15 degrees. 
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2.07 

AI1 pipe and fittings used in the work may be factory inspected by a recognized 
inspection agency engaged by the OWNER. The CONTRACTOR shall inform the 
OWNER and the inspection agency of the name and address of the foundry or other 
sources of materials to be used in the work and shall coordinate with the manufacturer to 
assure that the inspection agency has access at the manufacturer's plant and adequate assis- 
tance and notice so that each item may be examined. A71 reports will be made to $he 
OWNER and the cost of the seMces of the inspection agency will. be borne by the 
OWNER. 

The OWNER reserves the right to request specific records of the manufacturer's 
tests and inSpecti~~s. These records may include documents such as records of materials, 
repairs, and test data. The cost of providing records requested by the OWNER shaU be 
included in the unit prices bid. 

2.08 m- 
Prior to manufacture of any prestressed concrete pipe on this project, a proof of 

design test shalI be performed on one completed piece of pipe for each mark number. The 
test shall be wormed on fully completed pipe, inciuding coatings and linings. This test 
shall consist of subjecting the pipe to a hydrostatic test of 200 psi €or a three hour duration. 

For concrete pipe, the test will have failed if any crach develop in excess of those 
permitted under section 2.01 of this specification, except for cracks within 12-inches of 
the test plug at the pipe bell. 

)- 

If the test fails, no more pipe shall be manufactured until the manufacturer is able 
to demonsmte to the satisfaction of the ENGINEER the cause of failure and the changes 
that WiiI be made in the pipe design to correct the problem. The test will then be repeated 
once the pipe design is modified. 

i 

The ENGINEER shall have the option to witness the test, and shall be given 10 
days notice of the test date. The manufacturer shalI submit certified test results. 

PART3: 

Pipe and fittings shall be handied in a manner that wili insure their installation in 
the work in sound, undamaged condition. They shall be handled weful ly  and shall not 
be bumped or dmpped. No hooks shall be permi#ed to come in contact with the joint sur- 
face. 
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Every pipe and fitting shall be cleared of debris, dirt, etc., before being laid and 
shall be kept clean until the work is accepted. 

3.02 lOINTMG 

Rubber gaskets shdf be instidfed in strict accardance with the manufacturer's 
recommendations. Immediately before jointing the pipe, the outside of the spigot and the 
inside of the bell shall be thoroughly cleaned. The; gasket and the bell shall be coated with 
an approved vegetable soap. When the pipes have jointed, the interior and exterior of 
joints shall be sealed with cement mortar p u t  in the p~~poaions 1:3 in. the external recess 
formed by the shoulder of the spigot and face of the bell in a manner suitable to the ENGI- 
NEEX. The use of "Flex-Protex" joint fillers, or any other type of cement impregnated 
polyurethanejaht Nler shall mi be used on this project. 

Jointing shaft be done in strict conformance with manufacturer's recommendations. 
Pipe shall be handled with care to avoid damage to the lining and coating. 

Jointing of valves shall be in accordance with the details shown on the contract 
drawings. 

END OF SECTION 

151 15-9 

P 001 44 



io25 leurd Oak Road P.O. Box 1770 Vomhses, New Jersay 08043 (609) 3488201 Fax (609) 34M360 

July 23, 1998 
BP 92- I2 

MEMQRANDUM 

To: File 

From: Dave Reves -4- 

Re. Kentucky-American Water Company 
Bluegrass Water Proiect 

A meeting was held in Lexington on July 20 with PDR Engineers (PDR) to review costs 
propased to the Louisville Water Company (LWC) for engineering services associated with the 
referenced project which Kentucky-American Water Company W W C )  will be fhnding. In 
attendance were Linda Bridwell from KAWC, Ray Ihlenburg and Hans Probst representing PDR, 
and Dave Reves from American Water Works Service Company (AWWSC). A second meeting 
was held the following day on July 21 with LWC tu review the scope o€ work requested of PDR 
by LWC, and to determine what is appropriate to be fimded by KAWC. In attendance for this 
meeting were Linda Sridwell and Dave Reves, as well as Jim B r m e l f ,  Bill Rhodes, Steve 
Tucker, and Karen Wiliis fiom LWC. The following will summarize the main paints of discussion 
from each meeting. 

L- 

Meeiiw with PDR on July 20 

1. KAWC has requested that the fees for work done for LWC and far KAWC be separated 
appropriately. Thus, all fees for pipeline work west of Route 55 will be deducted fi-om the 
KAWC contract with Gannett Fieming (GF) via Task Order, including work which has 
already been completed. PDR will then include these fees in their proposal to LWC. 

2. It was first pointed out to PDR that in evaluating their fees to LWC for the work that 
KAWC wilt. be funding, KAWC would expect the fees to be comparable to those which 
were proposed competitively for the KAWC portion of the work. 

3. In order to establish a rough estimate of the appropriate engineering fees that LWC should 
incur for the portion of their pipeline which KAWC will be funding, the following was 
performed at the meeting: 

A. The engineering fees proposed to KAWC by GF/PDR for the KAWC portion of 
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the pipeline were first converted into a unit cost and applied to the LWC pipeline. 
This resulted in a unit cdst of $Z.OO/ft ($554,000/277,000 feet) which applied to a 
LWC pipeline length of approximately 80,000 ft results in a cost of $160,000. 

B. The specific scope of work requested of PDR by LWC, which is summarized in the 
attached spreadsheet dated July 22, 1998, was reviewed. Those items, which in 
the opinion of KAWC and AWWSC, are above and beyond the scope of work 
required by KAWC for their portion of the project, but that are appropriate to be 
included in the LWC scope of work and funded by KAWC, are identified below 
and total approximately $120,000. Only the validity of the items themselves were 
evaluated at this meeting, and it was assumed at this time, in order to simply 
complete a rough evaluation, that the associated costs were appropriate. The 
numbering for each item below corresponds to the numbering in the attached PDR 
cost breakdown spreadsheet. 

[A. Evaluate Al imen t s  and Make Recommendations ($4.080) - This was not 
part of the KGWC scape of work since a route evaluation had been 
performed several years earlier, however, it is appropriate that PDR 
perform this effort in order to cordinn the route selection recommended by 
LWC. 

IC. Facilitate Public Involvement f.tsl3.449) - This was not part of the scope of 
work requested of PDR by KAWC, however, these efforts will be 
performed for the KAWC portion of the project either in-house or via a 
public relations consultant. It is appropriate and reasonable for LWC to 
include these services in their scope of work. 

Title Search ($1 5.000) - KAWC did not perform a historical title search for 
each property since no problems with ownership were expected in the rural 
areas. However, LWC has typically encountered problems in this regard in 
their system, and thus it is appropriate and reasonable to include these 
services in their scope of work. 

ITA. 

1 1 ~ 3 .  Easement Acquisition Suoport Services ($13.6201 - Much of this work 
relates to the actual easement acquisition which is not in the current 
KAWC scope of work since they plan to utilize a law firm, in lieu of their 
engineering consuItant, to complete this task Thus, it is an appropriate 
task to be inciuded in the LWC scope of work. 

LIB. Rock Soundings 1S32.953) - LWC requested that these soundings be 
performed along the pipeline route to facilitate the design effort, as well as 
to provide better information to contractors who will bid the project. 
Aithough this was not in the original KAWC scope of work, KAWC is 
currently considering adding it to their scope of work, and thus it is 
reasonable to be included in the LWC scope of work. 

2 
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IIIC~. Label RocMBorinn Information ($800) - This item is needed in conjunction 
with the Rock Soundings item above such that the data is properly 
indicated on the drawings. 

11IC8. Excavates and Field Research ($3.760) - This item is for extraordinary 
verification of field conditions. Since the KAWC pipelhe Will be located 
mostly in niral areas, this effort was not required. However, since much of 
the LWC pipeline will travel through heavily populated areas, it is 
appropriate to be included in the LWC scope of work. 

111~19. Permits. Submittals, and Reviews ($30,9_6_12 - This item was handled 
separately far the KAWC portion of the work on a time and materials basis 
and not included in the lump sum fee. Thus, it is appropriate to be included 
in the LWC scope of work. 

IIIE. Erebid. ,Advertise, Bid EvAtion.  and Recommendation ($5,8301 - The 
costs for this item for the KAWC scope of work are separate from the 
design costs used to develop the $2,00/€t unit cost. Thus, it is appropriate 
to be included in the LWC scope of work. 

C .  Costs above and beyond those identified in “A” and “B” above were also discussed 
as foliows: 

i. PDR has indicated that their profit margin on the KAWC portion of the 
project is expected to be 2-3%, but that their typical profit margin is 10%. 
Allowing a profit margin of 10% vs. 3% on the LWC portion of the 
project, assuming a total cost of approximately $300,000, results in 
approximately $20,000 in additional fees. 

ii, PDR’s workload, as weti as LWC’s requirements for WBE and MBE 
involvement on the project, necessitated subcontracting several portions of 
the work PDR has estimated an additional $5,000 in fees associated with 
additional management of these subconsultants. 

iii. In the course of performing field work for KAWC, PDR has incurred an 
estimated $75,000 in additional fees resulting primarily fkom difficulties in 
locating the gas main and dealing with the gas companies. Assuming that 
this same additional level of effort wiIl be required on the LWC portion of 
the work, the estimated cost in proportion to the length of pipeline is 
$25,000. 

j 
,, _. 

3. All of the costs in item 2 above totd $330,000 which is a rough estimate of the amount 
that KAWC would expect to reimburse LWC for design of 80,000 feet of pipeline. PDRs 
current proposal to LWC for these services totals $535,000. The difference of $205,000 
is significant, and warrants further discussion. 

3 

P 00147 



PDR has attributed this primarily to the additional level of field and drafting work that is 
required by LWC to provide plan and prose drawings for the entire 80,000 feet of 
pipeline. lJni ts  costs for engineering and drafting efforts to add profiie to the drawings 
were submitted by each consultant that proposed on the KAWC portion of the work. The 
unit cost submitted by GFRDR was $400/dwg. Thus, far an estimated 50-60 drawings, 
the additional costs are approximately $25,000 meaning that the additional $1 $0,000 
would need to be accounted for in field survey efforts to obtain the additional profile data 
requested by LWC However, PDR’s cost breakdown includes a total of approximately 
$172,000 for ail survey efforts, thus even without the LWC requirements for pipeline 
profile, the PDR proposal still appears to he high, 

5.  PDR indicated that they only had one week to put their proposal together for LWC, thus, 
they were not able to solicit competitive proposals for the work which they subcontracted. 

6. It was concluded that KAWC wiII first discuss the requirements for plan and profile dong 
the entire pipeline with LWC on July 21, then get back to PDR either directly or through 
LWC. 

Meetiw with LWC on July 21 

1 The discussions with PDR summarized above were first discussed with LWC. LWC 
indicated that their requirement for plan and profile drawings is typical of all the pipeline 
work they do. However, they agreed that their pipeline work is typically in residential 
areas and not necessarily reflective of the type of terrain that will be encountered for this 
pipeline. Thus, they agreed to go back and revisit their requirement far profile drawings. 
It was felt that the same requirements for the U W C  pipeline should generafly also apply 
to the LWC pipeline at least back to the JeEersodShelby County line, and possibly as far 
back into the L,WC system as the L64/3efferson Freeway interchange. It was noted that 
the $2.00/ft for the KAWC portion of the project assumed that 25% of the pipeline would 
required plan and profile drawings, whereas the remaining 80% would only require plan 
drawings. Thjs may also be a good estimate of the pldprofile ratio that will be required 
for the LWC pipeline. 

2. KAWC also requested that LWC ask PDR to solicit competitive proposals for their 
subcontracted work. Originally, KAWC had asked LWC to complete their design by 
December 1, however, since the KAWC portion of the project is behind schedule, there is 
now time to solicit subconsultant proposals. 

3. Although LWC is now not requesting construction services fiom PDR at this time, it was 
noted that although KAWC assumed 18 months of construction for their portion of the 
work, the LWC work could probahiy be completed in a shorter time frame. LWC 
indicated that they had previously discussed this with PDR when they were still asking for 
construction services pricing, and that PDR lowered their construction fees at that time 
significantly to reflect this change. 

! 

! 
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4. 
. -- LWC was requested to structure their bid documents such that pricing wit1 be required for 

36-inch pipe with an adder for 60-inch pipe where required by LWC. LWC also indicated 
that they planned bid all of their work as one package (pipeline, tank, and booster). Their 
reason for this is that they want a single point of responsibitity. However, there would 
most likely be a cost savings in bidding each of the three portions of work separately to 
avoid the markup from the prime contractor since he wilt most likely need to sub out the 
rest of the work. Additionally, there may be a cost savings in dividing the pipeline work 
up into smaller sections. Lastly, without separate bids, the actual cost of the pipeline 
portion of the work which KAWC will be funding would not be truly known. 

,i - 

3. A number of technical issues from the LWC RFP were reviewed and discussed as follows: 

a. LWC requires restrained joint fittings as well as thrust blocks at all pipe fittings. 
This appears to be excessive. Steve Tucker will forward cost information to Dave 
for 36-inch restrained joint fittings. This is LWC's standard practice for large 
diameter transmission mains. 

b. LWC prefers to only bid prestressed concrete pipe, but has agreed to also bid 
ductile iron pipe. They will fkrther discuss internally the potential for bidding steel 
pipe. Dave indicated that AWWSC has bid several project with ail three materials, 
and will forward sample specifications to Steve which have been developed such 
that all three materials are equal. LWC's concern with steel pipe is that they do 
not have any experience in maintaining it. 

G. LWC's specifications for ductile iron pipe call for 350 psi pressure class with 
double polywrap for the entire length of pipeline. They feel this is necessary .From 
a corrosion standpoint. This requirement appears to be extremely excessive 
considering that much of the pipe will operate below 100 psi, and that the soils in 
this area are not typically corrosive. LWC will discuss this fbrther internally. 

d. LWC was informed that KAWC is planning to purchase approximately 7 acres of 
land for their first booster sTation near the intersection of 1-64 and Route 55 at the 
point of delivery. This may also be an appropriate site for LWC's tank, and if so, 
KAWC would subdivide the property and sell part of it to LWC since only 2 acres 
(approximate) will be needed for the booster. 

LWC indicated that all of the above items comply with their typical standards, and are not 
just specific for this project. K4WC will determine if it is appropriate to accept these 
standards, or if they feel that LWC should be paying the incremental cost for requirements 
that are well above typical American Water Works and industry standards. 

Action Items Resultinrr From These Meetiws 
_- --" I- - 
NOT Item I Responsibiiity ]E".] 
L 1 Send LWC our typid specs for bidding DI, RCP, and mi. 1 Davewcs 
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.. . 
Determine EKAWC wiil accept the additionai engineering and 
coiistructio~i costs to incorporate LWC standards, or if LWC should be 

1 LindaIBridwell 1 Aug i 1 i 1 payingforthis. -- 

c: Linda Bridwell - KAWC ' 

Nick Rowe - KAWC 
Tom Friky - KAWC 

6 
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i Kentucky-American Water Company 
I 

2300 Richmond Road * Lexington, Kentucky 40502 + (606) 269-2386 4 Fax (606) 268-6327 1 
1 
! 

Coleman D. Bush 
Vice President & Treasurer 
(606) 2686324 

, 

July 21, 1998 

Honorable Joseph €3. Helm 
Brown, Todd & Heyburn 
400 West Market Street 
32”d Floor 
Louisville, KY 40202-3363 

Dear Joe: 

Following our telephone conversation on Friday, we again reviewed the contract in light of the 
draft submitted dated July 14, 1998. Much of the language proposed in the July 14‘“ draft is 
acceptable to Kentucky-American, and we appreciate the effort that Louisville Water Company 
has made to make this a workable agreement. We would iike to suggest some language to 
address issues that arose in our latest discussion and also list the issues that still need to be 
resolved. 

1 -  

Ta address Greg’s concerns about the December 1 ,  1998, deadline, we propose to add a sentence 
at the end of Section 2 [a) as follows: ‘‘To the extent this Agreement is not executed by August 
1 ,  1998, then the design completion date shall be extended by the time subsequent to August 1, 
1998, until execution of this Agreement.” 

In order to make sure Louisville‘s design costs are not stranded, we suggest language at the end 
of Section 6 Cc). “If this Agreement is not approved pursuant to Section 20(a) herein, Buyer will 
reimburse Seller for Sellers design costs incurred under Section 6(c). fn that event, all rights in 
and to such design shall belong to Buyer.” 

The notice requirement in Section 9(c) (top of page 7) might be more mutually beneficial if we 
did not state a specific number, but instead require “as soon as possible after notification.. ..” 4 

in Section 11 fi), we wourd ask that the words ”if applicable” be inserted after the phrase “add- 
on charge.” 

j 

In Section 13, we would first suggest that subsections (b), (c), (d) and (e) become (i), (ii), (iii) 
and (iv), respectively, as being part of (a). New subsection (9 would then become (b). 
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Honorable Joseph B. Helm 
Brown, Todd & Heyburn 
July21, 1998 
Page 2 

In Section 13 la), we propose 90 days within which to exercise the right. In Section 13 {a) {it, 
we suggest that the first line be: “To pay Seller a percentage of the then book value portion of 
the Seller-financed part. ..‘I. Lastly, in Section 13(a) Ciii), we propose that the time period be nine 
Q,) months. 

As far as Schedule B is concerned, there are several sections upon which we would offer 
comment. In Section 3 of Schedule B, we had previously mentioned that the distinction between 
Irrigation Months and Non-imgation Months be continued beyond the fifth year, and would like 
to retain this distinction. We propose 48 MGM and 72 MGM, respectively (See attached 
schedule). 

A second concern expressed to Greg on Friday is our concern about flushing the line. Absent an 
unexpected need, flushing would probably occur once or twice a year (Spring and Fall), and 
could last for up to 2-3 days. These types of flushings couid be scheduled at off-peak hours. 
These flushings are not events that should trigger an increase in the rate under Section 4 or a 
change in minimum usage (Section 5). We would entertain a notice requirement under this 
section. 

,) - 
Finally, we share your concern about the very last sentence of Schedule 3. Since the Schedule B 
is based on your cost of service study, which uses budgeted numbers, why don’t we just delete 
this last sentence? 

The remaining issues for which we have not proposed any language, but would like to discuss 
further with Louisville Water Company are: 

1. Definitions of various types of “capacity” including project facilities capacity? system 
capacity and requested capacity as used in the contract (I think you were going to attempt 
this); we would like for you to consider separating production capacity from transmission 
capacity in determining the rate under Schedule B. Both capacities should be certified. 

2. Address LouisviIie’s concerns about a dropdead date in the Agreement if the project is 
not timely initiated; 

3. Whether Section 8 (f) needs to q u i r e  additionaI security in the form of  bond imurance, 
or otherwise. This is an unanticipated cost for Kentucky-American and in our opinion is 
us.mecessary unless it reduces the overall cost of the issue. 

4. The appropriate term of the Agreement referenced in Section 16. 
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Honorable Joseph B. Helm 
Brown, Todd & Heyburn 
July 21,1998 
Page 3 

I hope we can resolve these issues by the end of this week. We look forward to setting up a 
conference call or meeting with you. 

Yours very truly, 

Coleman D. Bush 
Vice President & Treasurer 

CDBlld 

End.  ( I )  
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LOUISVILLE WAER COMPANY 

FaX 
TQ: Coleman Bush ~mmr Karen Willis 

LI_- 

Ky-American Water Campany Louisville Water Company 

F ~ X I  606-268-6327 Prfiu: 1 _- 
P h e w  502-569-361 5 &to: 0711 6/98 

i have reviewed the data wntained in the 19952015 Facilities Plan provided to you at our 
lest meeting with regard to foremst information. The data rdeded in this document for 
population forecasts appears to still be accurate. Mare specifically 1 have reviewed Tables 
2-1 and 2-11 and from the information 1 have available to me, these appear to be acuirate 
reflections of the rhanges w are seeing in both population and customer changes in the 
Louisville area. 

In addition, 1 have attached a revised estimate of the cost to design and construct the 
facilities outlined in the contract. These numbers refled materials, labor, enginewing design 
and supervision, and easement acquisition. 

Should you have any questions, please feel free to call me at (502) 569-361 5. Thanks. 
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Revised Esnrnate - Bluegrass Water Project 

60-inch 10,200 1.f. PCCP $375/1.f. $3, aoo ,000 
36-inch 67,000 1.f. D.I. $1 6OA.f. $1 0,700,000 

2-M Elev. Tank $0.83/gallon $? ,600,000 

25 MGD P.S. $75,000/MGO $1,9QO,OOO 

i 
I. ” 

Page2 

P 

TOTAL $18,000,000 

! 

i 
1 
i 
i 

i 
f 
j 
! 
i 

! 
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Schedule A 

Bluegrass Water Project Agreement 

Projected Debt Amortization Schedule 
per $1,000,000 of debt with level debt service payments 
at 6% interest for 20 years 

Year 

1 
2 
3 
4 
5 
6 
7 

9 
10 
I 1  
12 
13 
14 
15 

) -  16 
17 
18 
19 
20 

a 

Beginning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 
846,758 $ 
a10,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 
641,686 $ 
593,002 5; 
541,398 $ 
486,697 $ 
428.715 $ 
367,253 $ 
302,104 $ 
233,045 $ 
159,843 $ 
82,249 $ 

Interest 

60,000 $ 
58,369 $ 
56,640 $ 
54,807 $ 
52,865 $ 
50,805 S 
48,623 5; 
46,309 $ 
43,857 $ 
41,257 $ 
38,501 $ 
35,580 $ 
32,484 $ 
29,202 $ 
25,723 $ 
22,035 $ 
18,126 $ 
13,983 $ 
9,591 $ 
4,935 $ 

Principal 

27,185 $ 
26,816 $ 
30,545 $ 
32,377 $ 
34,320 $ 
36,379 $ 
38,562 $ 
40,876 $ 
43,328 $ 
45,928 $ 
48,683 3 
51,604 $ 
54,701 $ 
57,983 !3 
61,462 $ 
65,149 $ 
69,058 $ 
73.202 S 
77,594 $ 
82,250 $ 

Ending 
Balance 

972,815 
944,000 
913,455 
88 1,078 
846,758 
81 0,379 
771,817 
730,942 

64 1,686 
593,002 
541,398 

428,715 
36'7,253 
302,104 
233,045 
159,843 
82,249 

(0) 

687,614 

486,697 
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1 -  
2300 Richmond Road Lexington, Kentucky 40502 - (GOh) 269-2386 Fax (606) 268-6327 

Coleman D. Bush 
Vice President Li Treasurer 
(GDG) 2hRG324 

June 12, 199s 

M r .  Robert K. Ivliller, Vice President of Finance aid Treasurer 
Louisville Water Company 
435 South Third Street 
Louisville, KY 40202 

Dear Bob: 

I ran youi. model using a reserved capacity of 4 MGD. This produccs a rate that is closer 
to our expectations. 

A copy of the schedule is attached 

Please call me on Monday so that w e  can sei up aiiotlier meeting. We are anxious to keep 
OUI negoliaiions on a fast track 
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JUN-05-98 FRI 02:Z PM BROWN, TODD, & HEYBURN FAX NO, 502 P, 01 

B R O W ,  TODD & H C E Y B W ,  PLLC 

LOUISVILLE, KENTUCKY 40202-3363 

f 11 

400 w. MARKET STREET, 32ND FLOOR 

(502) 589-5400 
FAX: (502) 531-1087 

T H E  lNFORMAflDN CONTAINED IN THIS FAX IS CONFlDENYlAL AND 1NENOECI FOR THE U9E OF THE INDIVIDUAL OR E N T I N  NAMED BELOW, IF 
W E  READER OF THIS MESSAGE 16 NOT THE \WENDED RECtPIENT (OR W E  EMPLOYEE OR A Q M f  REsP0NS)fR.E TO DELWCR IT TO THE INTENDED 
RECIPIENT), YOU ARE HEREBY NOTlFIED M & T  /ANY DISSEMINMION, DlSTRlSUTiON OR MPYlNO OF THIS COMMUNICATION Is PROHISiYED. !F 
YOU HAVE RECEIVED WE5 COMMUN\CATlON IN ERROR, PLEASE NOTlFY US BY COLLECT TELEPHONE AND RETURN THE ORJQl?JAL MESSAQE TO 
US A T  THE ABOVE ADDRESS A T  OUR EXPENSE. 

Fax Message D a w  June 5"  19: 

To: Herb Miller 

Company/Firm: Kentucky-American Water Company 

Ci ty/State/Country: Richmond, KY 

Fax Number: 606-268-6327 

) '  Confirm Number: 

Number of Pages (Including Cover Sheet): 

From: Joseph B. Helm 

Subject : 

Message: Attached are clean and blacklined copies of 
LWC's latest version of the proposed 
Supply Agreement. 

If you do not receive all the pages, call (5021 589-5400, ex t  214, as soon as possible and ask  f o  
?perator I_ 

. _ A  1 Time Sent: Return To: 

Matter No,: D2075 

Joseph El. Helm 31-north 

00163 P 
Client No.: UTI 
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WATER SUPPLY AGREEMENT 

A THIS WATER SUPPLY AGEEMENT, dated as oflhis day of 
1998, between 

LOlKSVILLE WATER COMPANY, 
435 South Third Skeet 
(soon to bc 550 South Third Strcet) 
Louisville, Kentucky 40232 

and 

KENTUCKY-AMERICAN WATER COMPANY, 
2300 Richmond Koad 
Lexington, Kentucky 40502 

("Scllcr"). 

(" B oyer") 

RECITALS 

A. Seller, a Kentucky corporation all of the stock of w h d i  is owned by ffic City of 
Louisville, is governed by thc Board of Wales Works pursuant t o  Sectioiis 94.230 through 9634-5 
36.310 of the Kcntuclq Revised Staiutcs; and is statutorily pmmitted to sell water to  customers 
taking srrmcm a ' L- qervice in Jcfferson, Oldham, Shelby, Spencer, I3ujLitt and liardin Counties, 
Kentucky. 

l 7  

B. Seller owns and opcratcs water treatment and distribution facilities and utilizes its 
facilities to provide water scnice on a retail and wholcsale basis to throurhout Jefferson County, 
_X(entuckx and jg large areas of Oldham, Shelby, Spencer, and Bullitt Counties, including, arnoilg 
others, wholesafe service to W e s t  Shelby Water District, North Shelby Watcr District and the City 
of Taylorsville; 

C. Seller attfirstimt has available rcscm treatment and storage capacity suflicieiit 
t o  mcct Buyer's needs 5et forth nndc; ir~ this Agreement; - 

. .  ~ D. Buyer, a Kentucky corporation, enga_ees in the tnatmm+- 
manufacture of water for sale to customers in thc counties offiayette, Bourbon, Clark, Harrison, 
Jessamine, Scott, and WoodFord; and 

- 1  . .  . .  E. Buyer is desirous of securing 
i i  contiituinfl, dependable source ofwater to meet the present and fiiturc needs ofBuyer's custoiners 
and plans construction of extended trmsmjssion facilities to the Point of. Delivery. dcfincd 
below, to connect its cxisting system with Sdlcr's. 

WITNESSETH: 

P 
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NOW, TIEREFORE, in considcration of the mutual covenants and conditions hcrein 
contained, the partics frtrt-bp. agree as follows: 

1 DEFLNTTIONS. In this Agreement, these t e r n  have the meanhgs indicated below: 

(a) Proicct Faciliiiesr Fixtures, equipmetit, watcr transmission mains, mttets 
-. metering equipment, vauits, storagetzdqfacilily, pipes, pnmpsrbmfdmgsp 
improvements and facilities d g i i e d  to Seller's specifications and approved by Buyer to be used 
for ddivcry of Service undcr this Agrcanent. Such facilities shall be owncd by the Sella apon 
comptctnm" 

. .  

(b) Point ofDeiivcry: The cniulection of theProject Facilities to Buycr's facilities 
(thc "Point of Delivery") will be at B poiiit in Shelby County, Kentucky at 01- near the intersection of 
Interstate Highway 64 and Kentucky Xlighway 55. 

(c) Service: The 7lctnaj dclivery of treated, potable water by SclLer to  the Point 
of Delivcryunder this Agreement pursuant to the standards set forth in Section 6, subsectiom (a) and 
(b). 

2. DESIGN OF PROJECT FA.CTLITES: 

(a) The Project Facilities will be designcd by Seller, Buyer retaining the right to 
approve the selection by Seller of my outside professional engineering assistance in creating such 
desig,  quch approval not to be unreasonably withheld&- - 

1 '  

w- to approve thc scope ofthc d e s i g n g  

. .  ---- . _  I;, Y n*-* 
f- within the framework set forth 
immediately I)elow. 

@ mdesip oftheYrojcct Facilities . .  e--- - -- shall include, among other things. a,60-inch transmission main_ 
_I__I__ from Spller's English Station Road Rcscwoir to the intersection afhntersme lli~hway264 and 
Interstate Hi~liwav 64 in .lcfferson County, n 35-inch timsmission main from siich intersection 
castward& to the intersection of 1irtcrstate.HiPhwav 64 and Kentuckv HiPliwav 55 in Shdbp 
-. County fthe location of the Point of Deliveryl, a 25 million gallon per day p m p  station 
situated in 1264-1 64 intersectioit arcs. and II water storrige facility with a niinimum canacity 
of 1.5 million ysllons situated alonf the 36-inch transmission main ii, SIiclhy Catrntv west of 

1 2 ...-- 

P 00165 
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i 

$he Point of Belivcrv. Attached. dcsipnated lEXlYl33IT I, is a plat indicatiiip llic general 
- lamtion and route of  the Project FacilificS. Any subsequent change in thc design which, 
individually or in the aggregate, increases thc cost of the construction of the Project Facilities shall 
bc sutjjcct to Iluyer's pnor writtcn approval, whiclr approval shall not be unreasonably withhcld. 

Seller understands that ihc design must be fully complctcd in a form and 
substance satisfactory to Buyer prior to Buyer's application to thc Kentuckx Public Service 
Commission (the "PSC'') for a Ccrtjficate of Convenience and Necessity. Consequently, thc date 
ofconipletion for such design shall not bc later thanf-ktobcl 2:, E398 &time being 
of the essence. 

. 199- Seller Will provide 
Buyer with j t s  estimated Gost of the fmtm;tE,tn- 
<tmqukdim portion oftlie Proiect Facilities for which B u y c ~ ~  
i s a e r e e i n l r r o v i d e d ,  and an estimate ofthe cast ofthrs remaining portion. 

r .  

fr$j'cJ Also, on or before Bct$arr-. - .  . 

3" EhSEMENTACOUISIT1ON: Upon receipt by the Seller of Buyer's written 
instructions and within the limitations of such, Seller will initiate an efforl to acqujreupth&r 
pipeline and any other easements and property needed in clie construction and installation of the 
Project Facilities, keeping Buyer advised from time to time as to its progress and as to any 
obstaclcs cncountered in such procurement. 3 w S t f f e r f o r i t s a r r o f p i n k  

t - o - m d r z -  . Seller will ttot 
purchasc aiiv cascmentc 01- easement ontions without the purchase and/or ootion nrice being 
aLuroved bv the Ijuyer and will not filc a co-jldernnation actiqn without Buver's direction to 
do so. 

. .  - w w  

=tpI. 

4. CONSTRUCTION OF PROSECT FACLlTIES: 

(a> Upon receipt of written instrrrctions from Buyer, 
-._- Seller wfll~roceed with i t s  contraqt awarding KOC~SS for the construction of the Project 
Facilities . L  mdyapait 
M W W  

. .  

I .  , . 

includinp t h e e -  
the awardiw oftlie contractfs) to a qudificd hidder(s) submittinp the lowest and best bid($. 
Buyer resents the iight t o  veto any bid or bidder . - but iindcrstands that in 

> 

or unreasonably, 

' seller with professioeat eneineerinp assistance will 
supcrvise. t h ~  c=Kc~ject Facilities and 5krvk&t will complete same to the Point 
of Delivery f 

3 

P 
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I .  

I 
f?-- 110 later than eiElifccn mmths from the datLS4cr receives the 
initi.al.lwrittcn instructions, set forth in subparaganil (a), imrncdiatclv above ("Construction 
Ggplct ion Date"), time being of the cssencc. 

(c) Delays in constniction will cause extension of the Construction Completion 
Date provided such delays are the result of tinaoticipated adverse wcather 
canclitions, labor unrest, natural disasters, legal obstacfcs cncounlcred in_ easement acquisition 
obstacfrss or ocher circumstances beyond Selter's conuol. - 

@.Buyer agrecS to pay thc cost of design, casement acquisition asd construction of lire 
Project P~cilities,includin~~onsulling engineerinAreprod uction. easement acquisition went, 
.pe-o~ding~ppwisal.  bid advcrtiscmcnt, construction contract nhlipatibns. rnst~kal, 
- rneusur;tblc. in-hoasc enfrineering pianning. desigll and construction administration, and 
misccllsrieous out ofpocltet costs, directly relating. 
Pacilities. In addition, Buyer acrccs t o p v  Scller's cos_ts incurrcd witb,rrpccL to thc financing 
of I3uye.rl.s sharc of the Pruicct Facilitics. which costs include. but arc not limited to, fin;rncid 

-* 

" 

Interstate ,JJighwav 264 and Intcntatc Highway 64. rcferenced in paragraph 21b) 
nd any financing of same beinp Seller's responsibility. 

Design costs incurred I>? S e l i e r w i j l b e b i l l e d t o l u D o n t i n n  
- of the dcsim, within 30 davs o f  ddivery of same l o  Buyer for inclusion in 'Buyer's PSC 
applicsrion C w  a Certificate ofCnnvcnicnce and Neccssihr. Such costs wilI iiiclude nrofessiotlal 
engineering f ew reproduction exneiises and nieasurable in house enpirreerinpg!,2arline and 
desizn work, 
-..- PI__._. 

&J Easemeut acquisitim costs will be billed to Buyer by Seller periodicallya - 
A S  incatxe-d?, 

fcJ Constructions costs. uriless paid direcity from bond3.nancine proceeds, 
yill hc hiflcd bFSdler t o a v e r  a'; incurred with Brtver tn he responsible fo r  praviding funds 
to Selfer iri ac&g&e of anv construction contract psvmcat dcadline refatine to I)roprcss and 
finat tqrne4tsd7 - - 

1 
,_ i 

4 

P 
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i 
@ Buverrererves lhexirht to dispute costs i t  deems 10 be t~n~easonable brit 

-,that it w i l l ~ ~ m n i f v  Selier and hold it harmless for anliLjrrdgrnertts, settlements, l e d  
- fcty and other costs incurred hv Seller as B result nf Buyer's refusal to pay SclIcr with rcspcct 
t o ~ . W $ y - , c _ l , ? i R j  ~ 

__. 

& Subject to the provisions ofsubsection (0, imrncdiatdy below, Buyerwiil 
pay ~cltler in --- rZwitlti i20 days of receipt o r  Seller's -., iirvoice of a Project ~ a c i ~ i t y  cost; 

a It qpearing  t1ia-t most, if not all. of the costs incurred by Seller it1 I he 
desicn, easement acquisition, and construction of the Proiect Facilities caii be uaid from the 
p_raceeds of issuance of the tax-frcc o r  taxable honds, cantemnlatcd under Section 6(a) or 6(b), 
below, Seller is agreeable to financing&! pre-issuance costs with the understanding that it will 
be reimbursed in full From the hond nrnceeds for such c a s t ~  indudinkthe f i n a n c i n u t s ,  to 
-. the extent yermitted under thc terms of the subscquent bond isstic; otheiwisct such 
reimbursement i s  to be made i1.r accordance with Section Sic), below. 

.-- 

.- 

6. FEUNCMG OF BUYER'S SHARE OF PROJECT FACILITIES: 
I_ CONS?kZTTI)N COSTS: 

Buycr agrees to reimburse . . .  Seller for all co- . . .  . i7- Ex 
Project Facilities' costs, the 

responsihilitv for which Buyer has assurned hereinabove. Such rcimburscmcnt will take o m  or 
inore of the following forms: 

i 

@j&t'J By reiinbursing Scllci- for its costs, including debt servic- and issuance costs, 
through the issuance artax-free, municipal bonds bv f h c  Sellcr, the procceds ofwhich arc to  be 

Project Facilities' costs, to  the w e n t  such costs are eligible for reimbursement from bond 
pcocccds, it bcing understood that the contemplated bonds will be sold on a competitive bid basis 

1 p3ar.d will hc rnads-iq 
Seller only after consultation with Buyer. Attached hcrcto and desimated Schedule A i s  a 
Projected Debl&nol.tiz;ition Schedrrlr! which assumes a %1,000.000 issue, bearinpl interest at 
6% per annum and maturing over a 20 vear neriod, said Sclrediile being attached for 
ilitistmtivc prirpos.es onfv: or 

used to  pap or to reimburse Seller for the -- . .. 
and thc bid A ttjncfrrdc 

I.- 

d@ Faiiinr tlre availability o f  above described tax-tree 
financing, bv reirnbiirsin? Selfer for ifs costs, indudin? deht sarvice a i d  cost of issuarice, 
through the issuance of corporate bonds by Scllcr or Ruvcr, at Buyer's option, the procecds 

5 

P 
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i 
-_I_ of which ,are l o  bc uscd t o p g  or to rcirnhqrtrse Seller for the cost of thc Proiect Pacilities. it 
h c i w  understood that the contemplated bonds, if issued by Scfler,wilt be sotd an agmnctilive 
bid basis with the wiririinC bid to bcawaLded bv Sclier only after consultation with Buyer; or 

fi$+%diMa By grotg-ess pavrnents from Bayer to Seller to be made 
within 20 days of invoice, the F s t  such naymen; to be made-within thirty d a w  of Buy&$ 
written advice that no bond issue finantin? i s  tn be pursued and to be in an amount equal to 
the sum of  all amounts nrevinusly incurred by Seller includiny those financed gursuant t o  
Section 5(0, above, plus the iinancingcost tbcrco_f, 

@ I f  Seller's bond instruments perinit prepayment of pari or a11 of the debt 
obligation, and if Buyer is not in default of any of its payments to Seller under this Section and 
Section 8 2 of this Agrccment, then Buyer has the right to instruct Seller on a timely basis LO exercise 
the prepakkt  privilege and shall simultaneously pay to Seller the amount of the prepayment 
needed, indddinrf premium. if any, LO rcmit to the holdcrs of the debt instruments being prcparrf 
redeemed and any redemption expcnses. --- 

@a '$lure o f  Buyer t o  provide Seller with rcadily available funds in time to  incet 
any debt payment requirements or construction contract obligation will result in a 5% penalty on 
the delinquent amount to bc added to such dchiquent payment for each month or partial month. such 
payncnt and penalties . tliereon arc dclincruent. 

&uxeritnderstands and screes th;rt Seller most likelp 
will ass ip  it$ riphts under this Agrccg-at as sccurity on Seller's bonded indebtedness, iftzdhd 

XJ, a h d 3 t s - W  -- iricurred by it with rcspcct to the Project Facilities and fiirrther 
.wz.em to cooijerate with Scllcr in preoaring for and mm-ketinp the bond issue, 

6. SERVICE AT THE POINT OF IXLWERY- 

(a) Candition. i3qwvdi- Seller will provide Buycr Service at the 

which meets or exceeds all minimum state of KerrtucQ and federal drinking water standards in 
efict at the time of  delivery. 

. .  - 
Is Point of Dclivcry, 7 * '-%' 3 pstaMt-COndttroTc. 

@) Rate of Flow and Pressure. Seller shall u n  and construct the Project 
Facilities t o  M i  * IC makg them canahlc of deliveriap water to Buyer at the Point of 
Delivery .&.raving a flow rate of -k6$36 up ro16,000 gallons per minuke and a 
minium wafer pressure of not less than thirty 

' 

pounds per squarc inch (30 psi). 

(c) Failures. In the event Seller,whcn called upon, is unable to provide Buyer 
with Service under the Lerrns of this Sectiatl {as wme mav be modified in the future under file 

P 001 69 
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provisions o f  Schedule H. rcfcrcnccd hcrcinafter7-an_dlpr Stxtioxi 12, bclow’l for reasons beyond 
SclIcds control, Seller shall usc its bcst cfforts ta restore the wxtcr Service to  if flle quality, rate of 
flow a id  pressure as rquircd . Time is of the essence in all ~.~U~ZIS where such a 
failure and - d u t g f  restoration exist. 

7.8. M.ETER1NGAKRANGEMEWS: Seller agrecs to fwmish, install, maintain, rcpair 
and replace at the Point of Delivery a servicc inctcr or battery of meters, including meter house or  
vault, for properly measuring the quantity ofwatcr being delivered to Buyer and to test sucliinctcring 
cquipmcnt whencvcr rcquested by Buyer hut  no more frequciitly than once every six months with 
the results of such tests provided to Buycr. Buyer mny require Seller to coilduct tests more oRen 
than evcry six months, but at its awn expcnsc. A meter registering within the warranty limits 
specified by the manufitctorer thereof shall be deemed to bc accurate. Previous readings ofany inctcr 
disclosed by test to be inaccurate shall be correcled for tlirec months previous to such test in 
accordance with the percentage of inaccuracy found by such test. If any meter fails to register for 
any period thc amount of water fitmished during such period shall be deemed to be the amount of 
watcr ddivcrcd in thc corresponding period immediately prior to Lhc failurc, unless Seller and Buyer 
shdl agree otherwise. An appropriate official of the. Buyer shall have access to  the  meter at 
reasonable times for the purpose of inspecting and rcading such metering facilities. 

(a) 31.iyer shall pay Seller for the Scrvice ) 
’ v t a  as determined by the fates and rems set 

forth in Schedule B, attached hereto and incorporated h c r c i n s e -  . .  $3cfhyTm- 

w-, Buyer agreeiiw t o  consent to and waive ahiections to anv rtnd ali rate 
adjitstmcnt filings made by Seller tvith the Kentucky PubIic Service Comnission or elsewhere a 

so lone as such filinr constitutes rate adiustrncnts made in accordance with this - - 
+gcmmtk Schedule B. 

I ,  Buver.’s meter 
will he reAd a t  midnieht on the ?asf day of each montb of Service and shall be invoiced 
mantlilv by S’lter based upon Buyer’s consumption for such month o r  based upon BII~CF’S 
minimum coiisumption obligation for such month, wliichcvur is greater. 

Buyer shall remit payment to Seller for cach invoice no later tlm the 20 
calendar days followiiig the mailing or facsimile transmission of such invoice. Failwe to makc 
timely paymcnts will cause a penalty of five percent (5%) per month or partid inonth on each 
invoice remaining unpaid. 

9 10. SERVICE TO OTHERS: Seller warrants and represents that any watcr sewice to  
others prjGto the Point ofilelivery provided throuzh or from the Project Facilities shall not interfere 
with its service or dirniish its obligations to the Buyer under this Agreement. 

7 
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tG-trc ' . - 11. RESERVATT.QN OF CAPACI'I'Y; 
S d l c r c  G&r of  sixtecn thousand gallons per 
g?-i&,tt$ (flow rate), subiect to pa&bLe-fiiture modification of such reservcd capacity frani 
operation of the provision of Sclicdulc B, attachegLjnd/or Section 12, below, 

Hu. ADDITIONALEXPANSION BY SELLER: Seller agrcos that uponundertaking any 
pumping, expansion enlargement o f  the capacity of its fi 

transmission and storage facilities lx&m%mt- 
w - p  roviding Service t o  the Point oFDelivenunder this Agreement, it wit1 notify 
Buyer of its intention to do so and will afford Buyer with a reasonable opponrinity to participate in 
the expansion or enlargement 
tmm-pnon term?; and conditions mutually agreeable. 

. . I  

1%- 

f$ Buyer acknowledges that rincxpcctcd supply or treatment problem may occur whichare beyond 
Seller's control. In the event such mrexptctcd pioblcms impair Seller's ability to 
deliver Service to the Point of Delivery, aud such problems limit or prevcnt the dclivcry of water 

delivery shall apply to the Buyer in ZrSimttiM h e  same manlier pcrtrith to that anplied bqr Seller 

. .  

* to any ofseller's - other customers, then Seller agrees that any restrictions m placed by it upon water 

qphs ip its other c i r s t o r n e r s ~ - w & h g ~  .. . 
pl-kdty 

0 SeUer will use i t s  best efforts to restore full Senfice to Ruym as promptly and completely as 
ceL possiblcAhms * time being of the cssence fix-t- 

_. 

23.14. NOTICE: Buyer will pmdc timely nutkrtu notify Seller of any 7 
condition oyqituation, which would adversely afkct  the quality, quantity or pressure of the water 
in Seller's system and, likewise, Seller will pmprdt tiniely notictkr notifjl Buyer of any cmcrgmy 
ur condition or situation, whichwould adversely aKect ihe quality, quantity or pressure of the water 
at thc Point &Delivery. 

W E .  'TERM AND EXTENSTONS: The term of this Agreanetit shall begin on the date this 
Agreclneni-ii executed by both parties hcreto and shaii terminate on December 3 1,2-& 

f.-) B u y ~  is a Kentucky corporationwith the authority to cntcr into this Agreement, subject 
to regulatory approval, and has the auhoriiy to perform undcr tlie terms of this Agreement. 

S 

P 
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. .  . .  Seller is a Kentucky c o r p a r a t i o n p  
to? - authoritytlrrough the Board of Water Works to enter into wit)rttnaattroritp- 

this Agreement- - - and to perfom ucder the terns of this Agreement. 

(a) Buyer may terminate this Agreement upon six (6 )  months written notice in 
the event of 

(1) Repeated failure ofSelIer to meet its 
reserve capacity commitment. set l r t w m m -  - 

forth in Section 11, ahave, or to provide ih&Seyuice set forth in Sectioii G, above. 

(2)  Revocation oCSeller's authority to do business. 
.td-trg W M M M  -- ffcntotlry: 

. .  . 

(b) Seller may terminate this Agreement upon six (6) months written notice in tho 
cwnt o t  

I 

) . -  -.- 

b;y Buyw of a final, non-aQpqhble Order from the Kcntucky Public Service Coinmission in 
thc form ofRCertifica$s-ofJC>.v 
to finance the Project Facilities 

9 
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i 
p~03s.d with  fhc hiddin? on a i d  consfruction of the Project Fneilitirs as set forth. in Section 
- 4. - 

& Repeatcd failure o f  Buyer to pay its invoices for water service on a 
timely basis. 

Repcated fiilurc of Buyer to pay on a timely basis its dcbt service 
obligations to Seller, time%& of the essence in that regard. 

L.. 

@m - Revocation of5ctttsls 5uyc.r'~ authority to do businacs. 

I .  I -- 
W - 13. MISCELLANEOUS PROVTSTONS: 

(a) This Agreement is subject to the approval of the Kentucky Pubtic Service 
Comnission ("PSC") and rcceipt by Buyer ofa final, non-appealable Order from the PSC inthe form 
of a Certificate of Canvenicnce and Nccessity for the facilities to be constiucred pursuant to  this 
Agreement. l'rovided, however, Failure to obtain such an Order shall not relieve Buyer of its duiics 
hereunder to reimbursc Seller for inrtiGatcrtccsts : costs inciirred pursuant to the provisiorhs Lf 
Sections 2 arid 3, above- In Che event such slpproval Order undertakes lo alter nne or more 
grovision of this Agreement and sudi madificntion is not acceptable to cithcr parry. then this 
Agrecmeit~..~rrninatcs so 1 0 q  as the terminating party cnmmunicatc~ such election to the other - 
party within 15 days ofreceipt ofsuch Order. 

~1 

) 

(b) This Ageernent does not constitute a partnership, joint venture, agency or 
other relationship between Buyer and Scller, and Buyer m d  Seller expressly statc that they owe no 
fiduciary dutics to one anothcr and that thc relationship is based upon Contract. 

(c} This Agreement is binding on thc successors and assigns ofrlic parties hcreto. 

(d) 3uyer and Seller agree that each of tliern shall have access to the books and 
records of the other, which are related to matters which are the subject of this Agreement, at such 
reasanablc notice, except as those records may be subject to a recognized privilege that are 
confidmtial or may be protccted by the Kentucky Open Records Law. Without limitation, the 
information subject to access shall includc all costs ofdcsisn, consttuction, financing, and costs of 
operation and maintenancc of  the facilitics contemplated by this Agreeinent. 

(e) Buyer reserves the right to develop and use other water supply sources and 
may obtain water from sources other than the Seller. 

10 
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(0 The parties agree to operate and maintain their respective facilities in an 
efficicnt and economical manncc and in accordance with all applicable focal, state and fedcral laws, 
rcgulations and performance standards. 

e) This Agreement may be amended at any time by nwtual agreerneirt, in writiiig, 
of thc parties. 

(h) Both parties agree to  usc.their best efIorts to obtain all regtliaiaiy aiid leg21 
approvals required for the accompiishmerrt of the terms of this A= *i*eemciit. 

(i) The partics acknowledge that the water to bc purchased hereunder will be 
resold in the regular course of business of Buyer and is therefore exempt from Kentucky sales and 
use tax. To evidence this exemption, Buyer will furnish S e l k  with a duly executed “Resale 
Certificate“ or such other documentatjon as the parties deem appropriate. 

Sdler aerees. subject to ils right hercbv reserved to self-insure itself up. 
--_I_ to the first One Million Dollars in liability. to carry public liability insurance ia the mirrirnuin 
wnoiint of Ten Million Dollars per occurrence durinr! the tcrm of this APreement 

1N WITNESS WHEREOF, the parties have set forth their hand the day and year first above 
wri tien. 

SELLER: 

Kentucky-Amerjcan Water Company Louisville Water Company 

Date: I ---- Date: ~ 

Attest: Attest: 

,! 11 
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Kentucky-American Wiikr Company 
*, 

2300 Richmond Road hx&gton, Kentucky 40502 
606R69-2386 

TELECOPY TRANS MIl'TAL SHEET 

FAX No. 6061 2684327 
We have a Sharp Model FO-800 Facsimile 

--.. -___ DATE 5/29/98 

COMPANY: LOUISmLE WATER COMPANY - -- 
IFAND TO: ROBERT K h4ILLER. - 502.585.2806 , 

FROM: - Coleman Bush --.- 

Number ofpages, including cover: 3 

If you have any problem with receiving, plezse cdl: 

Phone: 606/268-6364 .-- Ask for: Lark? Donofio . 

Hardcopymailed: Ycs x No - 
PLEASE! DELIVER TO THE ABOVE N M D  PERSON IMMEDIAELY 

The information conrained in this transmission is privileged, conildeniial and intended ~ d y  for 
the use of the individual or entity named above. If you receive uhis comunicafion in mar, 
pleasc notify Kentucky-Amaican Water Company jmmediatcly by telephone, collect and rcturn 
the origimi message to us 8t the address shown via the U.S. Postal Senice. You will be 
reimbursed fir the required pastage.. Thank you. 

Mcssage: 

If transmitted document is not le.&ble, Dleare call the above number and an oriejnal ~ 

-- document Will be mailed to ~ O I L  

P 001 7 5 
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Kentucky-A mer ica n Water Corn pa fiy 
i 1 __ 

2300 Richmond Road - Lexington, Kentucky 40502 - (606) 269-2386, 4 Fax (606) 2686327 

Coleman D. Bush 
Vice Presidenr & Treasurer 
(Gob) 168-6324 

May 28,1998 

Mr. Robert K. Miller, Vice Presidint Of Finance and Treasurer 
Louisville Water ~ o k p i n y ~  ‘ 

435 South Third Street 
Louisville, KY 40202 

Dear Bob: 

I feel that we had a very productive meeting last Friday. As you can imagine. at 
Kentucky-American, we have explored the various point of delivery and rate alternatives 
at length 

! 

We offer the following for your consideration. 

3 While many of the details will require significantly more discussion, we understand 
your offer regarding point of delivery to be: For a point of delivery located at or near 
KY 55 ,  Louisville Water Company (“LWC“) will buifd, at its expense, one booster 
station to be located in Jefferson County and one storage tank (size and location to be 
determined). This is acceptable lo us for the following consideration. It is estimated 
ha t  these additional faciIities will add up to 12 MGD to the capacity ofthe project 
facilities. We propose that Kentucky-American Water Company (“KA WC”) be 
allowed to reserve one half of this additional capacity at no additional cost to KRWC. 

F Regarding the water rate, we are pleased that the pemianent ratchet i s  no longer an 
issue. In previous negotiations, you mentioned the possibility of  phasing in the 
reserved capacity amount. We propose that we reserve 3 MGD in year 1; 4 MGD in 
year 2; 5 MGD in year 3 and h MGD in year 4 and thereafter, subject to the dictates 
of actual operation. The 1.5 and 2.0 “excess use” multiples are intriguing but do not 
appear to withstand it cost-based test. Unless the L.5 and 2.0 “excess use” multiples 
produce a more favorable rate, we propose an “excess use” rate of $1.22 per thousand 
gallons (including the ESA charge) tied to some peak event in your system. Above 
that, we propose that the standard wholesale rate (including the ESA charge) apply. 

* 

i 
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Page 2 

I will be out of town until June 8 I propose that w e  set a meeting for that week to try to 
bring these negotiations to a close. If a meeting sometime the week of June 8 is 
acceptable, please contact Herb Miller at 606.268.6339 

c 

Sincerely, 

Coleman Bush 
Vice President and Treasurer 

C :  Ray W, Mundy II 
Nick 0. Rowe 
Herbert A. Miller, h. 
Linda C. Bridwell 
Mark C. Frost 
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..-- 
Louisville Capital Costs: 

County Line 
40,500’ of 36” from Cohty  _.- Line to KY 5 5  

Easements 
Interstate Bores 

3S,800’ of 36”’i%m Engfish Station to 

Design .-- 
I- 

_-- 
_“”1_1_. 

Linda C .  Bridwcli, P.E. 
Director ofEngiriecririg 

- ~ l _ _ ~ _ _ _ _ I  

ll____l__- - __I”. 

$4,494,592 $4,494397 

$ 250,000 $ iioo,ooo- 
$ 0 -_ $4,569,400 

s l94,OOO S 398,000 
$ 250,000 $ 250,000 

- $lo,] 11,992 - _ . _ ~  
.”_.____I__ 

8 

--- 
’ O f 3 6 ”  from Coimty I h e  to KY 55 1 $5,1613,440 

~ - _ . . I _ _ _ _  $4,546,500 
$ 204,000 

s 129,293 

---- 40,800’ Gf‘Eaements 
~ 

..-..- I.---- - 
_ _ I _ _ ~ -  

AIIIIU~!  Po,iver Costs: ~_-____“_--._--__ll___ 

TO: Coleman Busli 

FROM: Linda BridweII 

%+, 0 

.: $ 0 

$ 53,909 

..--- g 2 4 6 , 5 0 0  
-.._ 

.-- 

RE: Bluegrass Water PrGecr 

DATE: May 27, 199s 

Here is the cost breakdown I’ve estimated: 
Ad&onai booster @ I44 &L T of Deliverv K Y  55 

I-ery at County Line, 2 boosters only 

Finally, without any additional sales, w e  would have to purchase an additional 71,000 gallons per day with 
this size storage, 

PIease let me know if Biere arc any queslion~ Gr concerns. 

C :  R.W. Mundy, 11 H.A. Miller 
N.0, R o w  E.J. Grubb M. Frost 
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I 
I 2300 Richmond Road Lexington, Kentucky 40502 

(606) 2686320 - Fax (606) 2686327 

Roy W. Mundy I i  
President 

June 19, 1998 

Mr. Joln Huber, President 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Thank you again for the hard work you and your staff have put into our negotiations toward the 
water purchase agreement between the LouisvilIe Water Company and Kentucky -American 
Water Company. My purpose in writing is to state the current position of EilAWC regarding 
what I consider to be our only significant remaining issue, and to make a suggestion as to how 
we might bring these issues to a close. 

I 1  POINT OF DELNER Y: 
i 

We are in agreement with your request to move the point of delivery to the intersection of 
Interstate Highway 64 and Kentucky Highway 55. Our understanding i s  that this request 
includes a 25-MGD pump station and water storage tank designed and installed entirely at the 
expense of LWC (tank capacity to be determined). 

A DDITIOBA L I 2  MGD OF CAPACITY CRM TED B Y PUMP STA TION AND TANK 

We understand that you have offered KAWC the right of first refusal for any increment of this 
additiond capacity. Our request that one-haIf of this additional capacity be reserved far us at na 
additional cost was denied. I assume that if we agree to the first refusal concept of the 12 MGD 
in lieu of an absolute reserve, our cost to accept a portion of the 12 MGD would be in accord 
with current contract terms. 

UPSIZING PROJECT FA CILITIEa 

We continue to disagree on LWC's share of tlie cost when the line is upsized, but to complete the 
contract, we will accept your representation that the incremental cost approach has been 
universally applied by LWC in situations where upsizing has been done, 

P 001 84 



i John Huber 
June 22, 1998 
Page 2 

DEPRECL-4 TION ON CL4C: 

The Public Senrice Commission daes not aIlow KAWC to recover depreciation on contributed 
property and it is likely that they would look with disfavor on a rate that included such a cost. 
We suggest that depreciation on contributed property, if any, be removed from our rate 
calculation. 

MINIMUM LEYEL UFSALES: 

You have indicated that your board is interested in a guaranteed stream of revenue. We suggest 
that a minirnurn level of sales is unnecessary because the reserved capacity rate requires a 
minimum, and guaranteed, level of revenue, as it may increase from time to time, over the life of 
the contract. 

Our decision in these negotiations must be made an1011g the various alternatives to the source o f  
supply deficit. We rriust minimize our annual operating costs. It is obvious that the closer our 
reserved capacity is to our actual average use, the lower our per-unit rate wiI1 be. We propose 
that our initial reserved capacity be 2.5 MGD. We also propose that this reserve increase .5 
MGD in the succeeding thee years until it reaches 4 MGD. A reserved capacity of 6 MGD, 
while our average use remains at around 2 MGD, produces a rate that creates little, if any, benefit 
for KAWC. In fact, at an actual use of 1.5 MGD, the rate, using a 6-MGD resewed capacity, i s  
$ I  .79 per thousand gallons. 

I am hopeful that prior to our next meeting as a group, I could discuss these issues with you 
privately. We may be able to bring closure to some of them. 

Sincerely, 

Roy W. ‘Mundy I1 
President 

F:\sharcd\L\VC lcttcr6.22.98.doc 
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' Seller System Capacity] Buyer Reserve Capacitv Re~quest 
shall establish, in writing every five years, the Seller System Capacity a5 
by a consulting engineer of national reknown. 

-- .-__ 

request. 

Water Rate foI Agreement 

The invoice for all water purchased by the Buyer until the end of the agreement shall be 
comprised of the following components: 1) Operating Cost, 2) Depreciation Cost, 3) 
Return on Plant Investment, and 4) Customer costs. These components are defined as 
follows: 

-rcr" 2- 
1 '  

' 

Operating Cost Component 
(Buyer Consumption / Seller Tatal System Sales) * (Seller operating expenses - 
common to only retail costs -. customer costs) 

Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - custonier costs) 

Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to only retail costs - customer costs) 

Customer Costs 
Actual expenses assignable to the Buyer including, but not limited to, metering, 
billing, collection, and operation and maintenance on Buyer specific assets. 

P 00 186 



3. Minimum Consumption and Peaking Factor 

Buyer consumption for each day shaIl be determ 
until midnight. Minimum Buyer consumption 
is unusually high due to unforeseeable and unc es, then the Seller 
will consider, at its own discretion without setting precedent, waiving the additional 
charges as described below for the affected period. If buyer consumption is low due to 
unforeseeable md uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. Should the buyer 
consumption exceed the Buyer Reserve for any given day, the rate shall be as identified 
in paragraph 2 up to the Buyer Reserve Capacity, and any additional consumption shall 
be at the current LWC wholesaie rate plus elevated service charge ($1.35/1,000 gallons "- 
1998). 
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BLUEGRASS WATER SUPPLY PR037ECT 

KENTUCKY AMERICAN WATER COMPANY 
AND 

LOUISVILLE WATER COMPANY 
WATER S1[JPPLY PROPOSAL 

MAY 22,1998 

ISSUISS 

:I 7 

I 

1998 Contract binds Louisville Water Company 0;WC) to a three to five year commitment to reserve 
production and transmission capacity for Kentucky American Water Company (KAWC), until the 
Public Service Commission (PSC) approves h e  pipeline and all appeals are exhausted. 

LWC desires to prolecr franchise area rights provided through KRS 96.265 to serve Jefferson County 
and all adjacent counties, including Shelby Counly. 

LWC cunently provides wholesale water service to the N o d i  Shelby Water District under a 40-yeat. 
contract. 

LWC currently provides wliolesale water service IO rhe West Shelby Water District under a 40-year 
conbact. 

By year 201 0, She1b)~vllle will no longer provide water to NSWD and WSWD under contract and 
L\VC desires to protect water service opportunities to these water districts. 

The current water demand in Shelby County cannot justify L'x'C's investment in Shelby County at this 
time, The investment in pumping, storage, and pipe upsizing would exceed $10 million. 

PROPOSAL 

Contract to provide the following technical components: 

1.  
2.  

3 .  
4. 

5. 

6. 
7. 

8. 

9. 
10. Easements planed/surveyed and appraised by October 1998. 

Delivery point and master meter at the Jefferson County line, near Interstate 64. 
LWC will design, construct, and o\vn 10,200 feet of 60-inch main along I-265 and 25,200 feet of 
36-inch main along 1-64 to rhe Jefferson/Shelby County line. 
LWC will pay for incremental upsizing from 56-inch to 60-inch (material and construction costs). 
KAWC will pay for 35,400 feet of 36-inch main from the English Station Reservoir to Delivery 
Point. 
Design flow will consist of 23 MGD, (5 fps), a minimum operating pressure of 30 psi, and a 
maximum operating pressure of 175 psih 
LWC allowed connections LO diswiburion system inside Jefferson County 
The first pump station will be located in Shelby County, near 1-64 and the JeEersodShelby 
County line. 
LWC to negotiate with PDWGannen-Fleming for design services to expedite project design and 
coordination. 
The design and final cost estimate will be complete by October 1998. 

r 

I May 22,1998 
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i 
CONTRACT OPTION 

I .  
2. 
3. 

4, 

LWC may upsize the pipeline and extend Ihe deljvery point east to Kentuchy Highway 55. 
LWC wouid own the pipeline, pumping, and storage 10 h e  delivery point. 
LWC would design and construct the Jefferson County BPS at 1-265 and Shelby County Storage 
at Highway 1848 or Highway 55.  
LWC will pay for any pipe upsizing (to 42” or 48”), additional booster pump station, and storage 
to provide up to 35 h4GD capacity to Highway 55 at 1-64, and any pump station 
relocatioddesi,sn costs. 
KAWC would move the punip station from the .Jefferson/Shelby County line to the Highway 55 
delivery point. 
Design flow up to 35 MGD (8 f p s  in W’or 5 f p s  in 42”), maximum pressure 175 psi. 
Option must be exercised prior to PSC approval and setrlement of any appeals. 

5. 

6 .  
7. 

LWC ADVANTAGES WITH OPTION: 

I .  
2. 

4. 
5. 
6. 
7. 
8 .  

3 .  

} =  9“ 

Protects LWC interests to serve western Shelby County customers. 
Provides high pressure service to eastern Jefferson County. 
Reduces low suction pressure operating risk along the Jefferson County portion of pipeline. 
Provides Interstate accessibility to pump station and storage sites 
Improves pumping efficiencies, reduces operating costs 
Inipraves reliability of pump operations. 
Reduces surge risk. 
Positions pipeline project for future water sales. 
Provides flexibility on Jefferson Caunty route (to mininiize easement and construction costs) 

KAWC ADVANTAGES WXTII OPTION: 

1. 
2. 
3. 
4. 
5 
6.  

7 .  

9.  
10. Additional 12 MGD flow availability at Highway 55 for future sales or conditions exceeding 23 

Reduces operating risk of two pump stations by having rhree lifts 
Reduces operating cost of Iower head pump station 
Reduces pipeline pressures to less than 175 psi (fTom above 275 psi) 
Reduces pressure surge operating risks and associated surge costs. 
Reduced pressure class pipe resulting in lower pipeline and pump station costs. 
Accessibility to Shelby Couny pump station for maintenance and chemical deliveries, closer to 
Lexington. 
Avajlable power to pump station, 4SO volt electric substations available at J o y s  Station Rd. 

Cast sharing for additional capacity to Highway 55.  

MGD drought demand with no additional cost to justifjr IO KY PSC. 

4 8, Tax exempt fmancing of additional 40,000 feet of 36-inch pipeline. 
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Linda C. Bridrvell, P.E. 
Director of Engineering 

MER%ORANDUM 

c 

TO: Coleman Bush 

FROM: Linda Bridivell 

RE: Bluegrass Water Project 

DATE: May 21,1998 

Coleman, what I have attempted to do is conipile a projection of how often we would need how much 
water in each of the forecasted years. 

Tliere are 10 graphs attached, one for each of thc 5 year projections Froni 2000 - 2020 for borli normal 
weather conditions and our projected hot and dry weather conditions. The graphs demonstrate the 
projected water needs above our rreatnient capacity (63.5 htGD, assuming 1.5 mgd needed for in-plant 
use). The different data lines prqject a single day need, a three consecutive day average need, a five 
consecutive day average need, a seven consecutive day average need, and a ten consecutive day average 
need The confidence intenfa1 is the projected percentage of occurrence for t ha t  water need or less. 

For example, in the year 2020, under hot, dry weather conditions, the 95 % confidence interv for a tliree 
consecutive day average need is 17.60 mgd. That means that 95 Yo of the time we will need 17.60 mgd 
less, Or  that there is only a 5% chance that we will need more for three consecutive days, averaged 
- together. On the same graph, the 60% confidence interval for three days i 9.73 mgd. This 7 means that 60% 

amount for three consecutive days. The confidence interval is based on a bell curve. The higher 
percentage, the more confidence that your projection falls within that area of the curve. 

There are two particular items to note: 1 j These projections do not include t h e  projected conse.rvation 
impacts from our public education and plumbing code impacts. That i s  why the peak projections are a little 
high (ZS.00 mgd in 2020 for hot, dry rather than 23 rngd). 2) The 3-,5-,7- and IO-day projections are based 
on average of  consecutive days. 1 did not try to go back and pick up the 3 single highest days of  die year. 

Also of note, the projections only use historical data from 1982-1997. 1 simply did not have the time to go 
back and pick up daily data prior to 1982. I don't anticipare that impacting Ihc projections significantly. It 
may make them more statistically accurate bur it would also pick up years where customer usage patterns 
were different (fewer dishwashers, less landscaping, no low-use toilets, larger families). 

of the time we will need 9.73 mgd Grl. Or there is a 400/0 probability we + WI need more than that 

Obviously, we would need to consider a reasonable operating scenario to be at least S5-90 YO under normal 
weather conditions and 75-80% under hot, dry conditions. Remember our projected water quality needs are 
2.44 rngd in the summer and I .8.3 1 in the winter. 
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Keotucky.American Water Company. Projected Water Needs 
2000, Normal Weather 

5/21/98 

Peak 3-day 54ay 7-day IOday 
095 6.33 040 000 000 000 
090 355 000 0 0 0  000 000 
075 000 0.00 000 000 000 
060 0.00 0.00 0 00 0.00 0.00 

2000, Hot & Dry 
Peak 3day 5day 7-day 10day 

0.95 10.82 4.50 2.20 1.60 0.00 
0.90 7.85 2.78 0.63 0.01 0.00 
0.75 2 89 0.00 000 0 00 0.00 
0.60 0.00 0.00 0 00 0.00 0.00 

2005, Normal Weather 
Peak 3day 5-day 7-day IO-day 

0.95 9.81 3.58 I 31 0.72 0.00 
0.90 6.89 1.88 0.00 0.00 0.00 
0.75 1.99 0.00 0.00 0.00 0.00 
0.60 0.00 0.00 0.00 0.00 0.00 

2005, Hot & Rry 
Peak M a y  5day 7day loday 

0.95 1453 7.90 5.48 4.85 3.39 
0.90 11.41 6.09 383 3.18 1.75 
0.75 6.20 3 07 1 08 0.37 0 00 
0.60 2.59 097 0.00 0.00 0.00 

2010, Normal Weather 
Peak 3day 5day 74ay IO-day 

095 13.32 6.79 441 380 235 
090 1026 502 279 215 075 

0.60 157 000 000 000 000 
0.75 512 204 ooa ooo ooo 

201 0, Hot 8 Dry 
Peak 3day 5-day 7-day lO-day 

0.95 18.23 11 29 875 8.11 657 
0.90 14.97 9.40 7.03 6.35 4 86 
0.75 9.52 6.23 4.15 3.41 1.99 
0.60 5.73 4 04 2 16 137 001 

2015, Normal Weather 
Peak 3day 5-day 7-day 10-day 

0.95 1656 976 727 6.64 513 
0.90 13.37 7.91 559 4.92 3.46 
0.75 8.02 4.80 2 77 2.04 0 00 

. 0.60 4.32 2.65 081 004 0.00 

2015, Hot & Dry 
Peak 34ay 5day 7-day 10-day 

0.95 21.69 14.45 11.81 11.13 9.53 
0.90 18.29 12.48 10 02 -- 9 30 7.75 
075 12.60 9.18 7.01 6 24 4.76 
0.60 8.66 6.89 4.94 4.12 2.69 

2020, Normal Weather 
Peak %day !May 7-day $0-day 

0.95 19.80 12.72 10.14 9.47 791 
0.90 16.48 10.80 8.39 ‘7.69 6.17 
0.75 10.91 7.57 5.45 4.69 3.25 
0.60 7.06 5.33 3.42 2.62 1.23 

2020, Hot 8 Dry 
Peak 3-day M a y  74ay 1 M a y  

0.95 2513 1760 14.85 14 14 12.48 
0.90 21 60 1555 12.98 12.24 10.62 
0.75 15.67 $2.11 ’ 9.86 9.05 7.52 
0.60 11.58 9.73 7.70 6.85 5.37 
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2300 Richmond Road Lexington, Kentucky 40502 0 (606) 269-2386 - Fax (606) 268-6327 

Coleman D. Bush 
Vice President 1L Treasurer 
(606) 2686323 

May 11, 1998 

Mr. Robert K. Miller, Vice President of Finance and Treasurer 
Louisville Water Company 
435 South Third Street 
Louisville, KY 40202 

Dear Bob: 

As we continue our negotiations and as you prepare to present the current status of the 
negotiations to your board, there is one area I would like for you to reconsider. In my letter of 
April 6 , i  proposed some form of revenue sharing for new customers who may tap onto this line. 
You told me that this would not be considered. 

Continuing in a similar vein, I would like for you to think about another method of cost 
allocation. In your proposal, the Project Facilities would be the property of L.ouisville Water 
Company, installed entirely at Kentucky-American Water Company’s expense. AI1 revenues, 
less the marginal cost of providing senice to Kentucky-American, will serve to benefit the 
Loujsirllle Water Company ratepayers in the form of reduced rates, 

According to your 1997 financial statements, Louisville Water Company’s net plant is 
approximately $393 million. ClAC’s are approximately SI 29 million for a net investment of 
$264 million. With annual revenues of $77 million, LWC has invested approximately $3.43 per 
revenue dollar. LWC’s one-time investment in the Project Faciiities based on this formula is 
more equitable to the customers of KAWC and would be viewed by the Public Service 
Commission as a more reasonable settlement because LWC would have some investment base 
for the revenues generated. For example, if we were to reach agreement at ’$1 per thousand 
gallons on annual sales of 779,640 (thousand gallons), LWC’s participation in rhe line would be 
$2.674 million ($779,640 times 3.43). This is an oversimplification of the process, but other 
things being equal, investment by LWC in h e  line would bring the customers of Lexington on 
parity with Louisville customers in terms of sharing certain COSIS. 

> -  

Please call me today or Tuesday morning so we can discuss this issue hrtlie,r 

Sincerely, 

f$g6L.&- 
Coleman Bush 
Vice President and Treasurer 

C: Roy W. Mmdy 11, Herb Miller, Edward J. Grubb, Lindsey Ingram, Nick Rowe, Mark 
Frost and Linda Bridwell 
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2300 Richmond Road - Lexington, Kentucky 40502 
(606) 268-6320 Fax (606) 268-6327 

Roy W. Mundy !I 
President 

May 11,1998 

Mr. John I-Iuber, President 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Dear John: 

I would like to express my appreciation for the time and dedication that you and your staff have 
put into developing our contract to this point and for your continued willingness to discuss the 
various issues. 

Coleman, Linda and Mark contacted Greg on Thursday, May 7, 1998 to clarifjr some of the 
issues that we discussed on Tuesday. We want to make sure that we clearly understand your 
posilion on some matters and that you also understand our needs as you approach your board 
tomorrow. Our needs are, in essence, the needs of our customers. Our customers require an 
additional source of quality water at a fair cost. As you know, before our contract is finalized, 
die Public Service Commission must approve it. Our diligence would riot vary regardless, but 
we have approached the negotiations with the regulatory process, and its attendant scrutiny, in 
mind. 

1 .  

At our meeting on Tuesday, we talked at length about the issue of developing a defensible 
reserve capacity number. Greg suggested that w e  approach this issue by measuring various 
scenarios regarding the frequency, seventy and time of a drought event. This information is to 
be supplied to Bob so that he can run the various reserve capacity and peak event scenarios 
through his rate model. Through our discussion with Greg, Linda gained a firm understanding of 
what he is proposing and will supply those numbers to Rob next week. 

In talking to Greg, we were also seeking clarification on the issues of upsizing and point of 
delivery. There have been numerous scenarios presented, and I ~viYiI1 attempt in th is fetter to state 
what I believe to be your position and also to confirm our position on these matters. 

The first scenario: Point of delivery at the JeffersonlSheIby County Iine with upsizing. We 
understand that your position on upsizing under this scenario would be to do so on an 
incremental basis, basicalIy paying the increased cost of larger pipe and any increase in 
installation costs within Jefferson County. Our position on upsizing this main is that the costs 
should be shared on a canying capacity basis. In discussing the scenario on Tuesday relating to 
facilities beyond the Jefferson County line, you offered, as an example, an upsizing scenario that 

P 00253 ~ 



i 

Mr. John Ifuber 
May 11, I998 
Page 2 

would increase the capacity of the line from 23 to 40 MGD. On this basis, I believe your 
comment was that the sharing could be 23/40 KAWC and 17/40 LWC. I am certainly not trying 
to imply that this was an offer on your behalf, but am using this to illustrate that we feel this is 
the fair way to share the costs on any upsizing as LWC will obviously have that capacity for its 
future needs. 

The second scenario: Point of delivery in Shelby County at Highway 55 with upsizing. As I 
mentioned on Tuesday, for us to consider moving the point of delivery, U W C  expects that a 
substantial investment be made by LWC. Offering this proposal means that the line has value to 
LWC, the total cost of which should not be borne by KAWC's customers. We discussed this 
proposal at length on Tuesday, but I want to make sure that we both'have the same 
understanding. One possible scenario I presented was for LWC to pick up the entire cost of the 
line &om the Shelby County line to Highway 55. Sharing the upsizing of the line from English 
Station to Highway 55 on the carrying capacity basis mentioned above is also worthy of 
consideration. 

During the discussion between Linda, Coleman, Mark and Greg on Thursday, Greg mentioned 
that he would like to consider a third pump station. Under a scenario where LWC would see the 
need for a third pump station, but KAWC did not have an immediate need for it, Greg asked that 
KAWC consider participating in this third pump station on a carrying capacity basis. We would 
be willing to listen to a proposal on how a third pump station could benefit us. 

One last issue that hasn't been discussed by us, but one Coleman has suggested to Bob is the 
consideration LWC will give KAWC as a result of KAWC becoming a guaranteed customer 
providing several hundred thousand dollars a year in revenues. When such opportunities are 
available to us, we are willing to invest certain capital to obtain such a user based upon revenue 
projections (not necessarily guarantees). It is possible that some of the issues we are now 
discussing will open that opportunity for such consideration. 

,) I 

Again, thank you and your team €or the sincere efforts you've shown in our negotiations. If you 
should have any questions or comments regarding this matter, please let me hiow. 

President ' 

c: Bob Milfer Greg Heitman Linda Bridweii 
Coleman Bush Mark Frost L.W. Ingram, Esq. 
Herb Miller Nick Rowe 

I 

I~:lshmditwcOSl i98.doc 
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Kentucky-American Water Company I 

t 
2300 Richmond Road * Lexington, Kentucky 40502 - (606) 269.,2386 Fax (606) 268.6327 I 

fdndn C. Bridwell, P.E. 
Dlrcctot of‘ Eaglnnriag 

David M. Reves, P.E. 
American Water Works Service Company 
1025 Laurel Oak Road 
P.O. Box 1770 
Voorliees, NJ 08043 

R E  Bluegrass Water Project, Louisville Water Company Issues 

Dear Dave: 

This afternoon Nick Rowe and I had the opportunity to talk with Greg Heit2man and Karen Willis, On 
Friday April 24, Karen and I had discussed the issues that still needed to be resolved. I want to summarize 
our conversation: 

-The proposed 36” pipeline from the English Station tank along US 60 will not be able to provide 23 MGD 
at a minimum of 30 psi at two locations along the line in Jefferson County. The 30 psi requirement is a 
Division of Water regulation which is for all wakr Iines. If the criticaI points were at locations where there 
would be no other tie-ins for 2-3 miles on either side and were just an issue of elevation, we could 
approach the Division of Water about a waiver. Unfofinately, these points are at highly populated areas 
and Louisville i s  concerned about a depression ofpressures based on the flowrate &om the surrounding 
distribution system. Although Greg did distinguish their analysis as a fixed grade review, these critical 
points cannot be corrected without additional energy. 

- 

-1fth.e pipeline from the English Station tank along US 60 is increased to a 48” main, the critical points are 
within margins that Louisville would be willing to consider. An upsizing to 42” mahi will not achieve the 
reduced friction losses to eliminate the critical points. 

-An increase of approximately 100 feet of hydraulic head would aIso correct the critical points on a 36” 
mah Karen will fonvard us copies of the additional hydraulic grade line profiles. 

-I expressed to them my concerns with water quality issues by incrensing the pipe size. 

-If a booster is needed in Jefferson County, i expressed a preference from a constructability standpoint on 
~c 1-64 corridor. We discussed that this will also provide greater flexibility in our booster station locations 
for clectrical and chemical delivery considerations. 

. 

Louisville i s  completing a determination to upsize the pipeline to the point of deiivery. This will be based 
on projected growth to their existing wholesale customers ui Shelby County. This will be complete next 
week. 

1,ouisville has also undertaken a review of the constrilctability of the hvo routes, to be complete next week. 
mie jnitial draft infomatian had recommended the I-64 route based on construction feasibility issues. 

Equal Opfmlunity Employer 
P 00262 



Greg indicated that they did not feel that Uiere was any other route from the English Station tank that would 
enable them to provide the 23 mgd at 30 psi with a 36” pipe, without a booster. It is not merely an issue of 
trying to avoid a couple o f  high elevation points- Greg welcomed any additional review from our 
consultant on their hydraulic determinations. 

Additionally, there is still some negotiation on the point of delivery. They have agreed to complete work 
by next week regarding the economic considerations of  a point east of the Jefferson County line. This 
point would be no further east than KY highway 55. 

Obviously, this will alter our design scope, although not significantly at this point. I have indicated to Greg 
that we gave Gannett-Fleming Uie official notice to proceed on April 20 and that we need to detennine the 
exact level of chaikges by next week. 

Piease call me whcn you have had a chance to review this infomiation. 

Sincerely, 

Linda Bridweli, P.E. 
Director of Engineering 

C: N.O. Rowe 
G.C. Heitiman, PE 
K.A. Wiflis, PIE 

i 

i 

P 00263 ’ 



To; Linda Bridwell ~ m r m  Karan Wiltis 

Ky-American Water Company Louisviils Water I - Pagar; 1 
-I-- - Fam 606-268-6327 

P b c ~  502-569-3615 two: 04/29/98 

1 

Raf Fetter to Daw Rems CCr 

Linda, 

I have marked up the letter you faxed to reflect our wversation 1 
letter addressed the points adequalsfy, I just provided fisther da! 
Please review and if you have any questions or you are not in age 
please call me at SGWBi3615, 

The MGL profiles for the US 60 will go out in Thursday’s mail and I 
to ensure you get them by Friday. The second set of profiles to a 
be available the middle of next week We had only cornpletsd the F 
initially, but with the rmawed inletest in the 1-64 routa, the profi 
accomplished ;and forwarded to you and Dave. 

Thanks! 

irnpany 

Wday morning. Your 
cation where possible. 
nent witti the changes, 

111 send them overnight 
lress me 1-64 r w e  will 
file far the us 60 fa.&? 
5 far this route will be 
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Reserved Capacity Rate 

KAWC projected daily usage (MG) 
LWC projected 1998 usage (before KAWC) 

LWC total capacity (MGD) 
KAWC reserved capacity (MGO) 
U W C  reserved capacity ratio 

Operating Cost Component: 

KAWC Annual Usage (MG)I 
System Annual Usage 

Ratio KAWC/System 

Totai Operating Costs (000) 
Less: 
customer costs 
retail costs 

Net 
KAWC share 

Depreciation Cost Component: 

Total Depreciatian Costs 
Less: 
customer costs 
retail costs 

Net 
KAWC share 

- ;I 
i 

Return on Plant Investment Component: 

Total Return 
Less: 
customer costs 
retail costs 

Net 
KAWC share 

TOTAL COST 
Der 1000 aal 

2.136 
37000 

300 
2.136 

0.0071 2 

779.64 
37779.64 

0.020637 

31 220.8 

9803.2 
51 27.33 

16290.27 
336.7 7 

I 1  0 10.48 

2663.01 
2940.51 
5406.96 
38.50 

28585.31 

1488.1 4 
71 64.74 

19932.43 
741.92 

516.59 
0.662802 

i 
.... 
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1.oulsviflo Water Campany 
AllOCdlIofi ol estima:ed not operallng oxpcnse lo lunQional cos1 COmwtienls 
Year ended December 3<, 1998 (In lhcusand dollars) 

Uno 
No. Item 

1 SOURCE OF SLJPPLY 

NEI Eravated Cammon 
opemfIng SCRrlCo Maximum Maximum to only 
oxpenso ama Bas0 day hwr Customer retoH 

52.44 35.31 18.13 

2 POWER AND PUMPING 
3 Zorn SlaUon. power 008.07 866.07 
4 Zorn SlaUon. other 427.14 295.76 131.35 
5 C m n t  Hill SLirUon. pavor 74?." 1 9 743. $9 
6 Crescent HI11 Slalion. olher 434 68 269.42 165.20 
7 BE Pnyne SlaUon, raw walat. power 11398 113.98 
8 BE Payne Slakn, raw wakr. other 178 51 123.60 5491 
9 BE Payne SloUan. finlshod water. powcr 645 90 322 95 32295 

1D BE Pa& SmMn, finlshed water, other 
11 Boos(ing pumping, powor 
12 Boosting pumping. olher 

13 Tole1 power and pumplnfj 

$ 4  PURIFICATION 
15 Clremkals. BE Payna 
16 Chemkals. Crescant Hi!l 
17 PuriflCation, oher 

10 Tom punfiwtion 

39 'TRANSMISSION AND DISTRlfWTION 
20 Tnnsmisslon mans 
21 DlstfibuUan mains 
22 
23 Services 

25 Hydranrs 

26 Tmnsrnlsslon Edislrtbulbn 8ublolal 
27 Percent 
28 Gonoral transmission and dlstfiblion 

29 Tclal lransmlssbnand dislribuUon 

30 CUSTOMER ACCOUNTS AN0 SERVICE 
31 Supeivision 
32 Meler reading 
33 Customer remrds 
34 Uncolkrclble Acmunls 
35 Mlswllanaous customer accounls 

36 

37 sublola1 
30 Parant 

39 AaWlNlSTRnTlVE AND G E N W  
40 AdmPislraIJve and genoral 
41 C&r related oveibcad 
42 tm: Openihg expenses applied 

43 Total adrnlnlstraliva ond goneral 

44 TOMI 
45 Free Water In lieu of &xes 
46 Pmo&nOon 
47 Retvemenl 01 assets 

Distribution slonge, res 6 ranks 

.. i 24 Meters 

, 

ToIal cctstorn~ accoutits 8 serv l t~  

48 TOW opefaling expensos 
49 0th qmating knma 

,r) Not opraling oxpnese 

207.41 1D3.70 84.28 39.43 
180.86 171 02 9.04 
498.64 397.31 61.58 37.78 

429438 99578 2869.66 186.29 242.45 0.00 0.00 

977.05 977 05 
308 54 308 54 

3707.85 2567.25 1140.10 

4993 24 0 385284 114040 0 0 0 

71295 49365 21029 
1789 04 1780 04 

1128 75 1126 75 
485 12 485 12 
290 25 290 26 

4427 2f 20.701 4050913 219 2899 0 877859 1611 07 2079.3 
WO009b 047% 11.10% 495% 0.0% 3641% 4097% 
505232 2372 56500 2 S 2 5  1.00 1830.48 237289 

947953 44 45622 1080088 4695429 1879669 3451.3317 4452.191 

2309 2070 143 0 BO 

--.- 

201 12 
1025.39 
3953 47 
275 00 
90 82 

5581.00 5501.80 

24401.39 1040.28 7819.10 181226 244.33 9033.13 445218 
100.00% 4.26% 32.04% 7.43% ¶DO% 37.02% 18.25% 

12810 53 
8853.5 

-12262.3 
- 

9201.73 392.29 2348.57 68344 92.14 3408.38 1878.92 

336Lu.12 1432.58 10767.87 2495.00 338.47 12439.51 6131.11 
983.70 963.70 
-8080 -80.90 
750.00 23243 142.58 375.00 

m215.92 1432% 11882.89 2495.60 479.05 1 2 a i m  6 i 3 t  11 
+15.10 at1 .33  -103.78 

31220.82 143256 1188289 2495.80 478.05 9803.18 5127.33 
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Loulsvilie Water Company 
Allocation of estimated depreciation expense Io fundlonal cost components 
Year ended December 31.1998 (in thousand dollars) 

Line 
NO. Item 

1 Land 
2 Land lmpmvements and bulldlngs 
3 Basins and ground storage 
4 Slandpipes and elevated storage 
5 High sennke pumps and equipment 
6 Booster pump equipmenl 
7 Mlscellaneous pump equlpment 
8 Sludge disposal equlpmenl 
9 Purilicatlon equipment 

10 Transmission malns 
11 Dlstnbution malns 
12 Meters 
13 Servlces 
14 Meter installations 
15 Fire hydrants 

16 Subtolal 
17 Percent 
18 General and olher equipment 

19 TOTAL 

TOM Elevated Common 
depreciation service Maximum Maximum to only 

expense area Base day hour Customer retail 

895.57 
359.24 
162.42 
204.04 
34.93 
48.65 
64.48 

536.44 
2122.63 
1971.82 
357.76 

1302.41 
447.05 
409.90 

17.31 614.97 
248.75 

43.90 73.46 
19.21 128.54 
24.17 6.67 

33.69 
64.48 

371.45 
1469.77 

200.07 13.48 
110.49 

45.06 
57.09 

4.09 
14.96 

164.99 
652.86 

49.73 895.56 
359.24 
102.42 
204.84 
34.93 
48.65 
64.48 

536-44 
2122.63 

1971.82 1971.82 
357.76 357.76 

1302.41 1302.41 
447-05 447.05 

409.90 409.90 

8918 14 104 59 3011.77 1200.47 62.63 2156.95 2381.72 
10000% 1.17% 33.77% 13.46% 0.70% 24.19% 26.71% 
2092.34 24.54 706.61 281.65 14.69 506.06 558.79 

11010.48 129.13 3718.38 1482.11 77.33 2663.01 2940.51 11010.47 

! 
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Louisville Walsr Company 
Allocation of esllmated Louisville Water Company net investment (1998) lndudlng work in progress 
(Thousand dollars) 

Line 
No. Item 

1 l e n d  
2 Land Improvements and buildings 
3 Basins and  ground storage 
4 Stendpipes and elevated storage 
5 High service pumps and equipment 
6 Booster pump equipment 
7 Miscellaneous pump equipmenl 
8 Sludge dlsposal equipment 
9 Purification equipment 

10 Transmission mains 
17  Dlstributlon mains 
12 Meters 
13 SerWces 
f4 Meter installations 
15 Fire hydranls 

16 Subtotal 
17 Percenl 
18 Gen plant & unamortized capital charges 

19 Total plant 
20 Other rate base items 

21 Subtotal 
22 Contributions and grants 

23 Total plant investment 

24 Annual return at 9.58% 

1997 rale study for year 1998 
Extra cost ailocalion percentages 
Ten year average(MG0) - 1988-1997 
average day/max day 
average daylmax hour 

Baselmax day 
Baselmax hour 

Net Elevated Common 
plant service Maximum Maximum lo anly 

4827.66 133,83 2817.28 889.91 107.15 879 19 
34449.56 448.15 20410.16 6446.38 776.15 6368.74 

9866.34 6829.21 3037.13 
5457.51 171 1.29 2321.79 1424.4 3 
6127.01 543.55 3864.7197 1718.74 
1025.46 733.14 181.17 111.15 
3510 21 242967 108054 
1704 07 1704.07 

38576.16 12857.914 5718 246 
148269.67 102628.25 45641.42 
102856.67 102856.7 

inveslment area Base day hour Customer relail 

2887.58 2887.58 
40176 18 40176.18 
13588.90 13588 9 
16854.21 im54.21 

check 
410177.19 3569.96 156044.24 64532.34 2418.875 63900.59 119710.9 410176.89 

100.00% 0.87% 38.04% 1573% 0.59% 15.58% 29.19% 
70906.02 94.92 4148.99 1715.82 64.31 1699.02 3182.94 

421083.21 3664.8801 160193.23 66248.17 2483.189 65599.61 122893 8 
9451.20 82.26 3595.53 1486.94 55.74 1472.38 2758.35 

430534 41 3747.14 163788.77 67735.10 2538.92 67072.00 125652.17 
-132149.10 -24183.29 -51538.2 -56427.7 

298385.31 3747.14 139605.5 67735.10 2538.92 15533.85 69224.50 298384.99 

28585.28 358.98 13374.20 6489.02 243.23 1488.14 6631.71 

Average Maximum Maximum 
day day hour 

demand demand demand 
118.5 171 2 191.2 

0.6921729 
0.6197699 

Base Maxday Maxhour 
0.6921729 0.3078271 
0.6197699 0.3802303 
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Louisville Water Company 
Allocatfon of Louisville Water Company cost of Servlce to utilities 
Year ended December 3 1,199- (in thousand dollars) 

Total cost Elevated hmmon 
Line of service service Maximtrrn Maximum to only 
NO. item ($1000) area Base day hour Customer retail 

Total LWC system cost of service 

1 Operating exenses 31220.82 1432.56 11882.89 2495.80 479.05 9803.19 5127.33 
2 Depreciation expenses 11010.48 129.1285 3718,383 1482.114 77.3268 2663.005 2940.51 
3 Return on plant investment (9.58%) 28585.28 358.98 13374 20 6489.02 243 23 1488.14 6631.71 

Total LWC system unlts of water cons 

4 Number 
5 Units 

Utility account units of water consumption 

6 Number 
7 Units 
8 Ratio to total 

Utility cast of service - 9.58% fate of return 

37000 63.27 173.8 
MG MGD MGD 

1050 1.24 3.51 
MG MGD MGD 

0.028378 0.01 9599 0.020196 

9 Operating expenses 395.8059 337.2172 48.9 1406 9.674648 
10 Depreciation expense 136.1306 105.5217 29.04728 1.561663 
11 Return on plant Investment (9.58%) 51 1.6258 379.5382 127.1754 4.912161 

12 Total 1043.562 a22 2771 205.1368 16.14847 

Cost per thousand gallons 0.993869 0.783121 0.195368 0.015379 
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Louisville Water Company 
Reserved Capacity Rate (draft) 

Line Item 
No. Operating cost component 

4 Usage(MG) 
2 Total operating costs ($1000) 
3 less: customer costs 
4 tess: retail costs 

New 
System New customer 
before customer Total %/arnt. 

37000 1095 38095 2.874% 
31220.82 273.75 (1) 31494.57 
9803.19 9803.19 
5127.33 5127.33 

5 subtotal operating costs ($1000) 16290.30 273.75 16564.05 476.12 

(7) Est incremental produdion costs @ 250 perMG 

Depreciation cost component 

6 System capacity (MG) 
7 Reserved capacity (MG) 
8 Total depreciation costs ($1000) 
9 less: customer costs 

10 less: retail costs 

I 1  subtotal depreciation costs ($1000) 

1 - 
I 

Return on plan! investment 

240 

1 101 0.48 
2663.01 
2940.51 

3 

!j406.96 

12 Reserved capacity % 
13 Total return on plant investment ($1000) 28585.28 
14 less: customer casts 1488.14 
15 less: retail costs 6631.71 

16 subtotal return on plant investment ($1000) 20465.43 

1'7 Total reserved capacity cost 

18 Price per 1000 gallons 

1.25% 

67.59 

1.25% 

255.82 

799.52 

0.7302 
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LOXJISVILLE WATER COMPANY 
P . O .  B O X  3 2 4 6 0  L O U I S V I L L E .  K E N T U C K Y  4 0 2 3 2 - 2 4 6 0  

TEL 5 0 2 - ~ i 5 9 - 3 5 0 0  F A X  5 0 2 - s a s - 2 a 0 8  

April 30, 1998 

Ms. Linda Bridwetl 
Kentucky American Water Works Company 
2300 Richmond Road 
Lexington, KY 40502 

RE: Bluegrass Water Project 
HGL Profiles 

Dear Linda: 

Enclosed for your use and review please find twa hydraulic grade line profiles 
developed by Louisvilie Water Company (LWC) staff for the US 60 route. Figure 1 
represents the hydraulic grade line and associated static pressures without any 
additional pumping. The alignment for this route generally follows US 60 to the RR, 
over to the Jefferson County line then heading over to the natural gas pipeline and 
following the gas pipeline route to KY 55 just west of Shelbyvilte. Figure 2 represents 
the same route with an additional 150 feet of head added at the Engfish Station - ' Reservoir. 

,l 

As you can see from Figure ?, it appears that the static pressure will drop below 40 psi 
(LWC's minimum standard) around Lake Forest Parkway and again west of Clark 
Station Road near the railroad for any sire diameter pipe, with no additional head 
added. The take Forest Parkway intersection also drops below the KY Division of 
Water requirement of 30 psi for any size diameter main, with the second location west 
of Clark Station Road near the railroad dropping below 30 psi for only the %-inch 
diameter main. Once the pipeline reaches a point east of Conner Station Road, 
approximately a mile and a half into Shelby County, the static pressure drops below 30 
psi in all three of the proposed diameters. Other than crossing the Blueline Creek, the 
static pressure does not recover over the remainder of route being investigated, which 
would indicate the need for additional head from this point forward. 

In Figure 2, an additional 150 feet of head has been added to the system at the English 
Station Reservoir. The single pipeline steady-state analysis indicates that all three 
proposed diameters will meet the pressure range of 40-175 psi identified by LWC up to 
a point just west af State Road 1399. At this point, the 36-inch diameter pipe drops 
below the 40 psi constraint to approximately 30 psi. From this point forward, the need 
for additional head would likely be required. However, note that this location is 
approximately 2.5 miles east of the location identified from Figure 1 and meets all 
pressure requirements up to this point. In addition, the need for additional head would 
only be required for a 36-inch diameter pipeline. The static pressure for the 42-inch and 

A 0 Eq ua I O p p  o rf Bnif y Employs r 00272 
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Page 2 
KY-American Water Company 
April 30, 1998 

48-inch both remain well above the minimum of 40 psi all the way up to KY 55. 

With the renewed interest in the 1-64 route, hydraulic grade line profiles for this route are 
being developed and should be available the first part of next week. LWC staff will 
investigate similar scenarios as presented here in Figures I and 2 with the pipeline 
alignment to follow the 1-64 route instead. 

Should you have any questions regarding the enclosed information, please feel free to 
cat1 me ai (502) 569-3615, or Mr. Greg Heitzman at (502) 569-3681. 

Sincerely, 

Karen A. willis, P.E. 
Manager of Planning Infrastructure 

_r 

1 
Cc: Dave Reves -American Water Works Service Company 

Greg Heitzrnan - Louisvilie Water Company 

Attachment 
s Figure 1 - HGL Profile, No pumping added - US 60 Route 

Figure 2 - HGL Profile, 150 feet of head added - US 60 Route 

LOUISVlLLE WATER COMPANY 
tJ 00273 
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LOTJISVILLE WATE:Ft COMPANY '1 

435 S O U T H  T H I R D  S T R E E T  . LOUISVILLE, K E N T C J C K Y  4 0 2 0 2  

TEL 502-569-3600 FAX 5 0 2 - 5 8 5 - 2 8 0 6  
JOHN I.,. HUBER 

P w s s i O m r  

Ms. Linda Bridwell 
Kentucky American Water Works Company 
2300 Richmond Road 
Lexington, KY 40502 

Dear Ms. Bridwell: 

Please find enclosed a graphic showing the estimated static pressure and 
hydraulic grade line far the proposed transmission main route. The route bsgins 
at the LWC's English Station Reservoir and ends at Veechdale, Kentucky. 
Please forward to Mr. Dave Reeves. 

Sincerely, 

- & d e -  ) 

Alan N. Arbuckle. P.E. 
Long Range Planning and Capital improvements 
Enclosure (I 

ana 
cc: Ms. Karen Willis 

An Equal Opportunity Employer 
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P . 0  B O X  3 2 4 6 0  L O U I S V I L L E .  K E N T U C K Y  4 0 2 3 2  2 4 6 0  

T E L  5 0 2 . 5 6 9 ~ 3 6 ~ ~  F A X  5 0 2 - 5 8 5 - 2 8 0 6  

April 16, 1998 

Ms. Linda Bridweli 
Kentucky American Water Works Company 
2300 Richmond Road 
Lexington, KY 40502 

RE: Bluegrass Water Project 

Dear Linda: 

This letter is to confirm that the Louisville Water Company (LWC) still considers the 
alignment along US 60 within Jefferson County to be a viable route for the proposed 
pipeline. LWC staff has completed a preliminary hydraulic evaluation of the US 60 
route with a maximum flowrate of 23 MGD, a pipe diameter of 36-inches and no pump 
station within Jefferson County. It appears from this preliminary evaluation that there 
will be three locations along the route within Jefferson County that pressure will drop to 
below 40 psi (LWC's minimum threshold for pressure), and two locations that the 
pressure will drop below 30 psi. This evaluation is based on an operating grade of 840 
feet at the English Station Road reservoir, which is representative of an average 
operating grade under normal summer demand scenarios. As your staff begins work 
with your engineering consultant, LWC would urge that you have the consultant validate 
these findings before final decisions are made with regard to any capital expenditure. 

Again, the general alignment of the proposed pipeline along US 60 is still a viable option 
for LWC, however, the concern of low pressure in several areas along the pipeline will 
need to be addressed before any design can be finalized. 

- 1 

Should you have any further questions, please feel free to call me at (502) 569-3615, or 
Mr. Greg Heitzman at (502) 569-3681. 

Sincerely, 
I 

Kafen A. Willis, P.E. 
Manager of Planning Infrastructure 

Cc: Dave Reves - American Water Works Service Company 
Greg Heitzrnan - Louisville Water Company 

A n  Equal  Oppor f in i t y  Employer 0028 1 



2300 Richmond Road - Lexington, Kentucky 40502 4 (606) 263-2386 - Fax (606) 

Coleman D. Bush 

(bob) xa632.$ 
Vice I’rcsidenl 6, Treasurer 

- + PcserdL z3md m, GJLT- 

April 6,1998 

Mx. Robert K. Miller, 
Louisville Water Company 

Dear Bob: 

Your proposed reserved capacity rate has given us the opportunity to explore various rate 
scenarios. Kentucky-herican Water Conipariy (“KAWC”) offers the following 
coricepts for your consideration. 

As w e  have discussed, the respective interests of KAWC’s customers and the Louisville 

supply to augment. oar current sources, which will be unreliable during a recurrence of 
the drought of record. We are also seeking a refiahle source of high quality treated water 
at a low unit cost to supplenient our treatment capacity. 

. Water Company’s (“LWC’) customers must be protected. We are seeking a reliable 
1 

LWC has sufficient capacity available to meet our needs into thc foreseeable future anti is 
seeking high volume custoniers to allow it to recover its plant inveslnient over a larger 
sales base. 

The rate must be fair for all other LWC customers after considering the differentials 
between KAWC and other utility customers. Those differentials include: 

a Guaranteed minimum purchase 

4 AbiIity to shift demand to off-peak hours 

0 Long tern1 contract 

4 Significant CIAC of transmission line installed in Jefferson County 

0 Potential to increase K.AWC’s requested reserved capacity 

00282 
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Potential for significant volume of sales while still maintaining the integrity of 
LWC’s facilities 

We propose; 

An initial reserved capacity of 2.467 MGD. Attached Schedule 1 shows our proposed 
method to calculate the rate. The rate is based on your proposed niethod with some 
exceptions. Since w e  will be paying for our own transmission line, costs for eGsfing 
transmission lines have been excluded. The cost of transmission lines is a significant 
part of the cost of water. KAWC will be making a major investment in transmission 
lines in Jefferson County. We have assumed total plant capacity o€ 300 MGD. Since 
ESA costs are recovered in the ESA rate, we have removed the ESA component from 
our cafculation. We would like to discuss the development of the ESA charge in 
more detail to determine if there might be any savings under the reserved capacity 
method. 

Until the LWC maximum day reaches 90% of total plant capacity, €or all KAWC 11 
demand above the reserved capacity, caIculated on a rnonthIy average basis, we 
propose a rate based on your calculation for utility rate. See attached Schedule 2 for 

*ipJ since operating costs are recavered under the calculation an Schedule 1. Peaks 

b (i 
&‘\dP 

qi) ‘’ (! 

\v 

.& details of the calculation. Operating cost recovery has been removed from this rate 

caused by fires, main breaks, drought demand and other extraordinary uses of water 
will be excluded in the calculation of maximum day. 

We request the “right of first refusal” to reserve additional capacity when any 
customer with a potential demand of over 2 MGD proposes to connect to the LWC 
system. 

1 
0 < 

your proposal to base custonier charges on actual costs. 

your proposal of system financing for the facilities installed to the point of 
delivery, as defined in the contract, on the basis that KAWC would have exclusive 

tr‘ 

* 

use of these facilities. We would like to discuss terms ather than 20 years to see what 
impact that would have on our customers. 

For each metered connection that LWC makes to this line, or extension thereof, LWC 
will make a refimd to KAWC of three (3) times immediate normal annual revenue. 
If, during the first twenty years, LWC integrates the Jefferson County facilities into 
its system, payments by KAWC for the facilities will cease and all transmission main 
costs (less CLAC), including the project facilities, will be integrated into the reserved 
capacity rat?. Any refunds made to KAWC to that point will be prorated based on 
LWO’s investment in the facilities with the appropriate amount r e h d e d  to LWC. 

We request the fight to adjust the reserved capacity on an annual basis, but in no case 
will the amount of reserved capacity be less tlian 1.5 MGD. 

I 
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1 
0 We propose a maximum annual increase based on the rate of inflation or some other 

mutualiy agreeable index 

Attached Schedule 3 shows total costs using the niethods mentioned above. * 

T look forward to meeting with you soon to further discuss this opportunity i .. 
Very truly yours, 

~&414db-- 
Coleman Bush 
Vice President and Treasurer 

Roy W. Mundy IT 
Nick 0. Rawe 
Herb A. Miller, Jr. 
Linda C. Bridwelf 
Edward J. Gnibb 
Mark C. Frost 
Lindsey W. Ingram, Jr. 
John D. Ober 

P 00284 



SCHEDULE 1 

KENTUCKY-AhtERICAN WATER COMPANY 
CALCULATION OF RESERVED CAPACIN FOR WATER PURCHASES FROM 

LOUISVILLE WATER COMPANY 

C 
H 

Resewed Capacity Calculation E CHECK 
C VkRiABLE COSTS (000) 
K S o m e  or supply 5244 < 

LWC projected 1998 usage (bcforc KAWC) - (UG)  37.000 000 < Power and Pumplng 4 2 9 4  36 

L.WC total capacity (MGO) 
KAWC resowed capacity (MGD) 
IWWC reserved opacity mtio 

Operating Cost Component: 

KAWC Annual Usage (MG) 
System Annual Usage 

Ratio KAWC/Syslem 

Total Operating Costs (000) 
Add: Variable cosl due LC KAWC 
Lcss: 
Cos(Qmr COSM 
reliril costs 
ESA 
Tmnsrnission mains 

KAWC share 
Ne! 

Operating cos1 rate 

Depreciation Cost Component: 

Total Depredation Costs 
Lass: 
cllstomer costs 

ESA 
Transmlssion mains 

KAWC share 

Return on Plant Investment Component: 

Total Relurn 
Less: 
customer costs 
retail msls 
ESA 
Tnnsmlsslon mains 

KAWC share 

, retail m N  

Net 

~ Net 

TOW (Oepredalion and Return) 

Total reserved capacity 
Reswved capadty rate 

Less ESA (99578) < 
Punficatlon 4.993 22 

Total vanable cost 6.354 28 < 
Variable oo5liMG 022552 

O ~ O ~ V ~ X - D  c 

Assumptions: 
lfsage per day Jan-April and Nov43cc vnll be 

778126 c 1800 (1000 gallons) per day 
37.779728 < 

0020639 c 

Usage per day htay-Od will be 2467 per day 

3i.22oao c 
m a 5  c 

0.803 20 < 

11.010.46 c 

2.66301 < 

__--__Epts 

25.946 C 

28.58531 < 

1,488 14 c 
6.631.71 c (Dierent than LWC; 
35898 < 

14,204.23 < (1) 
5.802.25 c. 

48.536 < 

74.482 

800455 e 
0.002716 C 

(1) TranSmislon mains par return on plant lnvesimen! schcdulo 
limes annuat return 

< 

148.269.67 

14.204.23 
o.oe58 

Prepared by Coleman Bush4/6/98 

P 
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VTlLrrY R A E  

AUCCATlnoN OF L(?UISVILG %'Ani? COMPANY ESTIMATED N F T  OPERATING EXPENSE TO FUNCTIOW C3ST COMPO@mS 
YEAR €NEED DECEMER 31,1998 (IN THMJSAND WLLARS)  

LINE 
NO. 
I_ 

COMMON 10 ALI CUSTOMa!S 
NET W A E D  EXTRA W A C W  COMMONTO 

ONLY RETAIL 
P E N S F  a BASE k!!aBm SlOMER CUSTOMERS 

OPERAllNG SERVICE MAXIMUM MAXlMUM 

1) SOURQOFSWT'I-Y 52.44 3631 1613 

866.07 066.09 
427.14 295.76 133.38 
743.19 743 19 
434.68 269 42 165.26 
113.98 113.98 
178.51 
645.90 322.95 32295 
207.41 1W.70 64 28 39.43 
m a 6  171 a2 9.04 
496.64 391.31 61.56 37.76 

123.61 5491 

-.- 
13) 'TolalPa*erandPum& 4.294 38 995.78 2.869 87 186 28 24265 000 

14) PuRlnu\nm 

17) PurifKalion.olfw 3.707.65 2.567.27 1,160.38 "_._ I 
78) TWlPurillcataO 4,493 24 000 3 852 06 1.140.38 OW 0.00 

977 05 ls,BEFayne 577.05 '15) - 
308.54 308.54 16) OKmicah.VewadHiU 

19) TRAWMlSSION AND D!SRlBUilON 
20) TmmmissionMaim i12.95 493.66 21928 

1 _w-- Mains ____ ~- 1.res0_4 ~ _,_____I-- 2 . 7 B g d Q L -  
22) cwzhabn Storage. Res. & Tanb 23.0s 20.78 1 4 3  0 88 

S- 1.126 75 1.126.75 2 M d e K  405.12 485.12 
290.26 ' -,-..---.-.-- 251 290.26 

4.427.20 20.76 495.09 219.20 0.88 1.611.87 2.079.30 
46.97% 

1,839 47 2.37289 

& f@nbutirn-i Subrota! . .  -.-2$L- 27) ptrrnn' ... 1oo.wx 047% '11.18% 4.95% 0.02% 36.41% 
26) Gmefdl Tm- and Dirnbuiiofi 5,052.32 23.71 5E5.00 250.25 1 .oo 9 

8 

. -  

k:: 

.. , *_. :-. .' . . .:. 

9.479 52 44 49 1,060 09 469.53 i a8 3.4st.34 4,45219 

207 12 
1.025 39 
3.903.47 

275 M, 
- 8682 --- 

5.581.80 _--_ 5581 80 

IM)OOY. 426% 3204% 743% 1.00% 37.02% 18 25% 
24.401.37 1.0.10.27 7.619 13 t.01232 244.33 9.033.14 4.452 19 

12.610 53 
8.853 50 

(12 262 30) -- _--_ ~ _ _ _ -  

32646 12439.52 6.13tlO ' 33.603.10 1.43255 70.767.72 2.4!395.74 
96370 ' 963 70 Y 

750 GO 
(80.90) 
232 43 1 4 2 s .  I 375.00 * 

W . ~ I  

, 35,23590 1,432.55 I 11.88295 2-74 d79.03 12,81452 : 6.131.10 . 
(4,015.10) -___ (3.0'11.33) (l.wJ.78)- ; 

, 

. .  
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A&D=ATION OF LOUtSVlLLE WATER COMPANY ESTIMATED DEPRECIATION D ; P E N S E  TO FUNCnONAl. Q S T  COMWNENTS 
MAR ENDEDOECEMBER 31,1998 ( I N T H W S P N D W S )  

MMMONTO A I L  CVsrOMER$ 
TOTAL ELEVATED EXTRA CAPACITY COMMON TO 

DEPRECIATIO SERVltE MAXIMUM MAXlMUU ONLY W A I L  
CUSTOMER CUSTOMERS 1 EXPENSE e K Y  

16) SuMcXal 8,918.14 104 59 3.011.76 1.2W 49 6 3 3  2.156.95 2.381.72 
Peread 1M3.W% 1.17% 33.77% 1346% 0.70% 24.,wn 26.71% ;2 General and m Equipment 2.092.34 24.54 706.m 281.65 14.69 co6.06 558.79 

11.010.48 129.13 3.718.37 1.482.54 77.33 2.653.01 1.94.51 19) TOTAL 

1 
895.57 17.31 614.97 20007 13 48 m.73 
359.24 2 4 7 5  11049 
16242 43.90 73.46 45.06 
204.84 19.21 128.54 5709 j 3493 24.17 6.67 409 

48.65 33.69 1496 i 
64.48 54.48 

i i 

536.44 371.44 16500 
2.122fi3 1,469..76 65287 

I__-- 1.;;;;;; ~ 1.9982 ' - :  
3S.76 

1,20241 1,30241 
447.05 447.05 

409.50 ' -.- 409.90 -1_-̂  .-...-_- - - ~  

, 

_ "  

, .  . 

: . -it'.: ti 
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U T l l l N  RATE 

ALLOCATION OF ESTIMATED LOUlSVIL.LE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK.IF(-PROGRESS 

(THOUSAND WLVIRS) 

f 

J 

Land 
Land lrnproramants and Buildiig~ 
Basins and Ground Storago 
Sandpipas and Elevatod StDnqe 
High Servicd Pumps end Equipment 
3wster Pump Equipmwrt 
Mi l laneuus  Pump Equipmenl 
Sludge Disposal Equipmenl 
PuNcalian Equipment 
Transmission Mains 

~ ~ - -  W b u l i o n  _. Maw . -.. - - . - 
e e= 

Swiu# 
Metor Instalblions 
Fire Hydrants 

. _ _  

COMMON TO ALL CUSrOMERs 
ELEVATED EXTRA CAPACITY CX)MMUNTO i 

ONLYRETAIL i 
INVEST?JENT BASE DAY - HOUR CUSTOMER CUSTOMERS : 

MAXIMUM MAXIMUM NET P L A N  SERWCE 

4327.66 13.83 2,817.58 889.91 107.15 879.19 

9,866.34 6.831.71 3,CCM.M 
1,424.26 5.457.51 1.711 2 9  2.321.96 

6.127.01 513.55 5.866.13 1.717.33 
1.025.46 733.14 181.18 I 1  1 ..14 
3,51021 2.430,56 1.079.65 
1,704.07 3.704.(17 

18,576.16 12.862.62 5.713.51 
148.269.67 102,6€23.77 45.60390 
102.656.67 

34,449.56 418.15 20.410.16 6.446.36 ns.15 6.368.74 1 

j 

i - - _ _ _ _ _ _ - ~  'LZzg.fj3 i 
2.887:58-- . 2.887.58 

40.1  76.18 40,176.18 
13.588.90 13,W.W 
16.853.21 I 6.a53.21, i 

16) Sub-total 410.1~7.i9 3,569.9~ 15s.wi.75 m.485.u 2.418.69 63,900.59 119.71O.e8 I 
17)  Percont 1M3.oQ% 0.87% 38.0556 15.72% 0.59% 15.59% 29.19% i 
18) Gen. Plant 6 \Jnarnorlited Capital Charge 10.906.0z 94.92 -5150.25 1.7' 64.31 _)_-.-. 1.699.02 3.162.94- ; 

19) TotalPLant 
20) 0 t h ~  Rate BDM I t m  (1)  

421.a8321 3.66488 160.242Ml ffi.199W 2.483 00 65.59951 122.89382 
-- 9.451.20 I 8226 3.596 63-- 1.485.85 55.73 1.472.38 2 . 7 5 8 2  

21) Sub-total 430 534.41 3.747.14 lQ.E38 63 67.685 75 2.538.73 67,071.99 125.E52.17 } 22) Contnbutiians ood Gram (7.) (1 32.149.10) (24.18329, (51.538.15) (56.427.67) 

2.538.73 15.533.84 69.224.50 23) Total Not Plant I n v u s t M  298.385.31 3.747.14 139.65535 67.a5.75 

- 24 AnnmlRstuh@9.58% 28.58531 358.98 13,378.98 6.484.50 243 21 1.488.14 7.164.74 

1. Lino 20. 'Other Rala B3ue Items'. inchldes: Wsriak - S3,Mo.OOa. Prepayments - J250.W. 
and Working Capital - $5.701 .ZW fw a total of 59.4551 , 2 B l  

2. Line 22. Tontcibulions and G n W ,  exdudos federal governmen! grants of f3.5M.EiDO 

.. .., 
a .  .. 

,. i . .  
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Schedule 4 

t 1 m 7  

. .  . .  . .  

i 

P 00289 

. /  



v- 

i% m a 

L 

a, 

E 
.E x 

E 
0 
0 
0 
k g  

a30 m w  

m- cj 
T- 

UJ 
C 
0 
V 

tij c m 
3 

Y- O 

v- 
0 

J 

P 002130 ; 



m 

Y 

P 00291 ; 



W Y  LOUISVILLE WATER COMPANY 

1997 RATE STUDY FOR YEAR 1998 

DETERMINATION OF EXTRA COST ALLOCATION PERCENTAGES --4 -0- 

___I YEAR 

1988 

1989 

1990 

1991 

19Y2 

1993 

1994 

1995 

1996 

1997 (F/CST) 

Ten Year Total 

Average 

Ratio 

BASWMAXIMUM DAY 

BASUMAXIMUM HOUR 

AVEWGE DAY MAXIMUM DAY 
MGD MGD 

I1  7.3 198.8 

111.4 

116.0 

120.6 

112.1 

1162 

124.2 

122.0 

121.3 

124.0 

152.3 

171.2 

172.3 

150.9 

155.2 

190 6 

173.1 

169.3 

177.8 

MAXIMUM HOUR 
- MGD 

214.0 

164.7 

. 171.2 

205.4 

175.0 

170.0 

214.5 

202.0 

I87 6 

20’7.6 

1,185.1 

118.5 

1,711.5 

171.2 

1 .o 1.4 

ALLOCATION PERCENTAGES 

BASE MAXIMUM DAY 

69.2 ‘ 30.8 

62.0 /’ 

1,912.0 

191 2 

1.6 

- MAXIMUM HOUR 

SCHEDULE 1 

38.0 



ALLOCATION OF LOUISVILLE WATER COMPANY ESTIMATED NET OPEiLITING EXPENSE TO NNCnONAL COST COMPONENTS 
i .  

YEAR ENDED MCEMSER 31,1898 ON THQUSiJdO iK)LLkRS) 

UNE 
NO. - 

1) SOURCE OF SUPPLY 

2) WWER AND PUMPWG 
3) Zorn Station, Powsr 

Zom Station. Other 
Crescent Hill Starion. Power 
Crescent Hill Station. CXiw 
B.E. Payne Station. Raw Water. P m r  
B.E. Payno Station. Raw Water, Other 
B.E Payno Sta.. Finished Wahr. Power 
B.E. Pnyne St&. Finished Water. Other 
W n g  Pumping. P w  
Bboshng Pumping. m o r  

Total Power and Pumping 

13) PURlRCATlON 
15) Chemicais. B.E. Peyne 
16) Chemicals. Crarcenl Hill 
17) PuAcation. Other 

18) Total Purification 

19) TRANSMISSION AND DlSTRlBUTlON 
20) Tnnsrnksion Mains 
21). -,Di5@butjoiMains 
22) 

24)  Meters 
25) Hydrants 

26) Transmission L Disbibujon Subtobl 
27) , Percent 
28) Genera1 Transmission and Distribution 

29) Total TranmiiJion and Dismbutjon 

30) CUSTOMER ACCOCJNTS AND SERVlCE 
31) Supervision 
32) Meler Raading 
33) Customer Records 
34) Uncollected &counts 
35) Miscellanwus Customer Accounts 

36) 

37) Subtotal 
_ .  38) Percent 

Disbibutbn Storage, Ros .  b Tanks 
23) SOM’CWS 

Total Cusiomer Accounts b Service 

39) ADMINISTRATIVE AN0 GENERAL 
40) Adrnin&rativo and General 
41) Labor Ralaled Overhead 
42) L a :  Opecating Expan- Applied 

43) Tohl Adminktratjve and General 

COMMON TO ALL CUSTOMERS 
NET ELEVATED UtrRACWACKY 

OPEWTING SERVICE W M U M  W M U M  
HOUR CUSTOMEQ EXPENSE AREA - EASE w -- 

52.44 J 35.31 16 13 

W , 0 7  
427.14 
743.19 
434.68 
113.98 
178 53 
645.90 32295 
207.41 103.70 
180.86 171.82 
456.64 397.31 

4.294.38 <’ 995.78 

--I.- 

856.07 
295.76 13138 
743.19 
269.42 16526 
113.98 
123.61 54.91 
322.95 

9.04 
64-26 39 43 

61.56 37.76 
--I 

2.86987 18628 242.45 0.00 

977 05 977 c5 
m54 308% 

3.70765 _ _ _  2 . 5 7 . 2 7  1.14.38-- 

449324’ OD0 3352.86 1.14038 OW 0.00 

1,lM 87 680.16 - -- , -- - * 1.78904 
23 09 20 76 1 3  088  

1 126 75 1 .I26 75 
435.12 4as 12 
2sf) 26 2 W  26 

l__---~-l-- _____-____ 
4 42720 2078 160397 219.28 971 39 I .611 87 
10000% 047% 35.232 4.95% 21 94% 36 41% 

505232 2371 1 e30Sr 250.25 1 tWd5 I .a39 47 

947952 .  5439 3,:3::1 46953 207975 3.451 3.4 

201.12 
1.025 39 
3.983.47 
275.W 

5.581.80 

24.401 37 1 . W  27 10.193 05 1.812.32 2.32220 9 033.14 
lM)OO% 426% 41.77% 743% 9.52% 37 02% 

-.-_ 5.581.80 ‘ -. 

12.610 53 
8.5.53.50 - (12262.30) 

9.201.73 4‘ 302.28 3.WA.W 683.42 875.70 3.406.35 

441 Tohl 33,603.10 1.432.55 14.03739 2.395.74 3.197.90 12.439.52 
.is) Free Water in Lieu of Taxas m.70  963.70 
46) Amortitation (so.=) (80.90) 
47) Retirament of Arrats 750.00 - 142.57 37S.00 . xQ.43 .__,_ ____.-- 
48) Tab1 Operadng +n=s 
49) Other Operating Income 

50) Net Operating Expense 

35235.E.o 1.432.55 15.152.62 2.495.74 3.340.47 12.814.52 
(1.003.78) yJ.Oll .33 14.01 5.1 01 

2.495.74 2.336.69 9.803.20 

.- ____I...... 

J 
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ALLOCA'T70N OF COtJlSVlLLE WATER COMPAM ESTIMATED DEPREClATlON EXPENSE TO FUNCTlONkl COST COMPONENTS 
YEAR ENDED OECEMRER 3 1 . 1 W  (IN THOUSWND W W S )  

Land lmpfovomona and BUildings 
Bzsins and Ground Stomge 
Standpipes and Elemlod Stomga 
High S a w b  Pump and Equipmoni 
Fmmu Pump Equipment 
Miscallanoous Pump Equipment 
Sludge Okpmal Equipment 

, COMMON TO hLl. CUSTCMERS 
TOTAL ELEVATED E X I R A  CWAcr f l  

OEPREUATQN SERVICE MAXIMUM MAXIMUM 
MPENSE &!!E& BASE w HOUR h r S i O M E R  

8.55 57 1731 61497 2 m a 7  13 .c8 39 73 
35924 2 . a ~  i i a a s  
162 42 as0 73 46 45 D6 
2M84 1921 128 54 57 a9 
34 93 24 17 6 67 409 
.a65 33 69 14.96 

64443 

15) sublot.11 
16) Psrcanr 
17) Gene-1 and m o r  Equipmenr 

16) 1597 Budgoled Geprecietion 

6.918 14 104 59 4.23392 1 . 2 0 . 4 9  1.222.19 2.156.95 
100.00% 1.1746 47.4546 13.46% 13.70% 24.14% 

2.052.34 24.W 993.35 281.65 286.75 tios.06 

- l l .OlO. ,Y)  _ _  129.52 5.227.27 -- 1.452.14 1.509.93 - _- 2.663.01 - ,  

Schedule 3 
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LINE 
NO. .-- 

ALLOCATION OF ESTIMATED LOUlSVlLLE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN-PROGRESS 

(THOUSAND DOLLARS) 

- ITEM 

1) Land 
2) Land Improvements and Buildings 
3) Basins and Ground StcKage 
4) Standpipes and Elevated Sbrage 
5) 
6) Bwster Pump Equipment 

High Service Pumps and Equipment 

NET PWNT 
tNVESTMENT 

4.827.66 
34.449.56 
9.866.34 
5,457.51 
6.127.01 
1.025.46 

ELEVATED 
SERVICE 

AREA 

133.83 
448.15 

1,711.29 
543.55 
733.14 

COMMON TO ALL CUSTOMERS 
EXTRA CAPACITY 

MAXlhlUM MAXIMUM - HOUR CUSTOMER - BASE - DAY 

3.286 70 1 ,E9.28 7205 265 ?E 
23.aoa.37 7,745.73 521 "96 1,925 ?E 
6,831.71 3,034.63 
2.321 -96 1,424.26 
3.866 13 1,717.33 
181.18 111.14 . . .  

7) Miscellanea& Pump Equipment 3.5 10.21 2.430.55 1 .O79.65 
E) Sludge Disposal Equipment 1.704 07 1.7U.07 

12,86262 5.713.54 _ _ _ ~ _ _ - _ _ _  ___-_I-____I_ , 18.576.16 ___.__*_ 9) Purification Equipment 
10) TransrnissionMains .. I . 9'; 148.269.67 102.66s.77 45.m3.50 
f 1) Dktrbfbbn Mains . __ ~ 3 . 7 5 2 1 5 - - ~ . .  - - ~ ~ . . 5 2 . .  ! ~ 

L;/ 102.85ii.67 
12) Meten 2.887.50 2.087% : 
i3j S~M'MS 
14)  Meter tnstallations 
15) Fire Hydrants 

50.176 18 40.176 I &  
13,588 90 13.5Sa 3C 
16 8 3  21 16.854.21 

16) Sub-total 410.177 18 3,569 3 5  223.711 21 E5.%.Gii 58.088.14 58,84382 : 

18) Gen. Flant & Unarnotized Capital Charges -__ 10.%25.02 94-92 5,948.16 1.753.89 1.3448 
17) Percent irx] cox 0.8796 54.54% 16.08Oh 11.16% 14 355 : 

1.5S.57 j 
I__*p . 

'19) Total Plant 427.os3.20 3.65% 88 Z29.6%.37 67.717..95 59.E32.62 6 0 . 4 X . S C  ,: 

1.355.96 : ---- 20) Other Ralo Base items (1) 9.451 .XI 82.26 5.15.1.70 1.519.93 1.338.45 

GQ534.u) 3,747 14 234.814 07 69.237.88 60.971.07 61.764.2: / 
2) Contributions and Grants (2) (I 32.14S.10) -- (52.8W.51) (12.3S.92) (15.323.52) (51.533.1E i 

1 
' i l )  Subtotal 

23) Total Net Plant Investment 

24) Annual Return @ 9 58% 

2S0.3e5x) 3.757.14 181,923.55 56,840.96 45.647.55 10.226 1C 

28.585 31 35898 17.42828 5.44536 4,373 03 979 Et 

1. Line 20. "Other R a b  Base Items'. includes. Materials 53.93 (300. Prepayments - 52sO.ay). 
and Working Capital - $5,701.200 for a tobl of 59.451 .Mo. 

2. Line 72. 'Contnbubons and Grants-, excludes federal government grants of f3.550.WO. 

Schedule 4 
1 lI2&¶7 

P 



f&4Xlh,2UM DAY AND MA!4hilUM HOUR DEMAND FACTORS 
1996 Rate Study for 1997 

A 
1 
2 
3 

B 
1 
2 
3 

c 
1 
2 
3 

U 

Residential 
Small 0 3  
Medium 4-6 
Large Over 6 

Comrnerciaf 
Small 0-20 
Medium 21-1,50c) 
Large Over 1.500 

Indust rial 
Small 0-1,500 
Medium 1,500-1 0,000 
Large 10,001 - 20,000 

Utility All ' 

NOTES: 
D e m a n d  Faci.ors are being revised. 

Consumption dEtta io saimlate demuld iaetors is bring c:bt2ir.~?d f x m  
represent ives  ~i all wstomers classes. 

A phase in period ci E~VE (5) yeas is being used before exclusivs 
use of consumption data to cafculats fsctors 

For 1997: Demand Factors were  calculated as foIlows: 
6G4: weight to c m w t  factors (1 995 md prior) 
40% weignt to new coi;sunpiion data. 

Ratio Max Ratio Max. 
Day to Hour to 

Avg. Day Max. Day 

P 

46 

1 . 2  
1.67 
1.89 

1"77 
1.47 
1.61 

1.58 
1 8 1  
1 ..?I 

1.13 

, / g  ,,,' / .L_, I. 

% 

1.47 
1.49 

7.86 
2.03 
1.67 

2.05 
1.57 
1.30 

1 .sc 

Ratio Max. 
Hour to 

Avg. Day 

% 
_____- 

1.61 
210 
3.07 

3.08 
3.16 
2.69 

2.79 
2 96 
1 .a5 

2.22 
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CUSTOMER CLASS 

RETAIL 

1) RESIDENTIAL 
2) Small 0-3 Gals. 
3) Medium 4-6 Gals. 
4) Large over 6 Gals. 

5 )  COMMERCIAUMUNICIPAL 
6) Small 0-20 Gals. 
7) Medium 21-1,500 Gals. 
8) Large 3,503-5.000 Gals * 

9) Large 5,001-10,000 Gals 
10) Extra Large over 10.009 Gals 

11) INDUSTRIAL 
12) Small 0-1,500 Gals. 
13) 
14) Large 5,091-10,000 Gals 
15) Large 10,001-20.000 Gals 
16) Heavy Over 20,000 Gals 

Medium 1,501 -5.000 Gals + i 

17) SUB-TOTAL (FIETAIL) 

18) UTILITY 

19) TOTAL 

, I  

CONSUMPTION BY CLASS 1 &'* J '  

Annual Budgeted 
Consumption Consumption 

6130197 --L_ Percentaoe - 1998 

755,420.4 
4,343,505.6 
9.6 1 0.77 8.4 

14,709,704.4 

1,082.667.5 
10,028,493.6 
2,002,356.0 
1,019.988.0 
1,469.190.0 

15.602.695.2 

476.21 5.2 
876.960.0 
768.372.0 

4,091,473.2 
- 0.0 

6,213,020.4 

36,525,420.0 

36,525,420.0 

5.1 4% 
29.53% 
65.34% 

1 oo.aoO/, 

6.94% 

12.83% 
64 27% 

6.54% 
9.42% 

100 00% 

7.66% 
14.11% 
12.37% 
65.85% 
--I_ 0.OO0h 

100.00% 

765,706.6 
4,402,649.2 
9 , 7 4 1 . 6 u  

14,910,000.0 

1,030,438.2 
9,544,705.5 
1,905,759.6 

970,782.4 
1.398.314.3 

14.850,OOO.O 

474,450.7 
873,710.7 
765,525.0 

4,076.31 3.5 
- 0 .o 

6,190,000.0 

35,950,000.0 

1,050.000.0 

37.000,OOO.O 

- Forced Step 

Companion to 
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A L E A T I O N  Of LOUISVILLE WATEX COMPANY ESTlMATED NET OFERATING W E N S €  TO F'UNCTlONAL COST COMPONENTS 
YEAR ENDED OECEMBER 31.1998 (tN TtiiX1SAND C C U R S )  

COMhlON TO ALL CtlSTOMSAS 
COMMON TO 

OPERAnw SERVICE MAXIMUM MAXIMUM ONLY RETAIL 
FXPENSF DAY CUSTOhlER CUSTOMFRS 

N E T  ELEVATED EXTRA CAPAClN 

SOURCE Or' SUPPLY 52 44 3631 16.13 

866 07 
427 14 
743 19 
434 68 
113 98 
178 51 
64550 32255 
20741 103 70 

49664 39731 

429438 94578 

woa6 171 82 

866 07 
295 76 131 38 
743 19 
269 42 165 26 
113 98 
12361 5491 
32295 
64.28 
904 

39.43 

61.56 37.76 , 

2.869 87 186 28 242.4 0.00 

3W s d  306 54 
1".1__1___ 

2.567 27 1,la 38 -. 3 707 E5 -- 
T c k l  Punticalmor, 4,993 24 OS0 3 6 5 2 E 6  i.14038 0 00 0 00 

TRANSMtSSlON AND DIS72lBIJT'lON 
Tmnsmrsslon hains it295 49386 21928 

- 21 1 __  D.slnbvuon Mains 1 789 0.1 1,709 04 ' 
22) Danbiftw Storage. Res B Tanks 2309 2070 1 4 3  0 88 
23) semces 1 126 75 1.126 75 

25) Hydrants 290 26 
2.3) Meiecs -185 12 485 12 

ZW 26 ' -____-- - 
i 

. .  
1.611 87 2.079 30 

1.839 P7 2 372 09 

25) --Tram- a Chanh imn  SublOtal 4.427 20 __ 20 78 --d95 05 - 219 26 0 88 
27) Pcrocnt mooox 047% i l i a %  4 9 5 %  0 02% 3641% L5 97% 

505232 23 71 5EZC0 25025 1 00 --- General Tnnsmmon and 0 sinbd&cn 

Tolal Tmnmnvon aod Wnbvlicn 

CUSTOMER ACCOUNTS AhD SERVICE: 
Supemson 
M d c r  R a d i n g  
Cus?mei R e c ~ r ~ s  
umow<er: AcM1nts 
lJrscellaneola Customer A-nts 

Total Cusromer A m u r l s  8 Semce 

SuMd2l 
Pwcenl 

ADMINISTRATIVE AND GENfilAL 
AdminanlM and Geowal 
l a m  Rebled CNWwad 
Las' OptraIlng Ewpenses AFPkd 

Total AdmllMlfatM) and GWwal 

Total 
F m  Walw ffl  I H  01 T a m  
AmMtrnlrOn 
illetmmenr d assels 

M h a  Operating Income 
Total operallng Expenxs 

Nci 0Feiamg E.wpense 

9.47952 -49 1.060C9 6635.3 1 a8 3.451 34 4.452 19 

201 12 
1 025 39 
3 963 A 7  
275 00 
$5 82 

5 551 BO 5.581 80 

23q 33 9.033 14 4.62.19 24.401 37 1.040 27 7.819 13 1 81232 37 02% i a  25% 

- 

1.00% 1oOWX 426% 32045 7 4 3 %  

12.610 53 
8.853 50 

9.M1.73 392.28 2.94.5'3 683.42 92.14 3.406.39 1.678.91 

33.603.10 1.U32 55 10.767 72 2,495.74 336 86 12,a39 52 6.137 10 

(12.262.9- I___-.p---- 

-- 
963 70 963 70 

(BO.30) - 790.M) 232.a 142.57 375.00 
(80 40) 

3 5 . ~ 5 . 3 0  1 . ~ 2 5 5  i i .eaz95 2.495 74 479 03 12,81452 6.131 50 
r~.oi5 10) G.Otl.33) _. I1.003.781 

31.220.60 1.432.55 11.882.95 2.495 34 479.03 9,803.20 5.127.33 
-- 
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CrnLrrY RATE 

AUCjCATION OF LOUISVILE WATER COMPANY ESnMATED C€i"iECIAnCN EXPENSE TO Fclt4CnONAL COST COMWNEWS 
YEAR EEIPED CECEMBEi? 31, 1996 (IN M U S 2 N D  MLLARS) 

W E  
NO - 

Land 
Land Irnpmnmcnls and Bwldings 
W m  and Gmund Slaage 
Sandpipa and Elevarcd Stoia(;e 
High Sci-ke Pvmpr and Equipment 
m e r  Pump E q u i p s t  
Miar;tllannxra Pump Equipmeat 
Sludge Dispaal EqldpMnI 
Purtf~~~trx, Equipmenl 
TranmissiM Maim 
C i n b ~ h M a i n s  . 

-MU&--- 
Sf3biCS 
Meter lrmalblions 
Fire iiywants 

sumaoi 
PefW%I 

Gcnml and Other Equipment 

TOTAL 

CnhtMON TO i t  L CUSTOMERS 
TOTAL ELEVATED L r n A  CAPACIrf COMMON TO 

GEPRECIATIO SERVICE MAXIMUM MAXIMUM ONLY RETAlL 
FXPENSC AREA - DAY HOUR CJSTOMER CUSTOMERS 

13 c8 49.73 89557 17.31 61497 20007 
359 24 24875 11049 
I S Z i 2  4394 3 4 6  4506 
20484 1921 11854 5709 

33 69 1496 

536 44 371 44 16SW 
2.12263 1.c6976 65287 

34 93 14 17 6 67 4 09 
48 65 
64 48 64 4 

1.971 a 2  1.971 a2 -* 

40990 ' 

357 76 357.76 
1,20241 
e47 05 

1.302 41 
447 05 
40990 __I -_ -- 

591814 10459 301176 1.20049 6 2  63 2.156 95 2 381.71 
10000% 117% 3377% 1346% 0 70% 24 19% 26 71% 
2092 3.: 2.154 70661 291 €5 - 14 69 506 c6 558.7% 

1 1  0104 129 13 3 71537 14-212 77 33 2 663 01 2 9a0 51 
P ..-m 

Sc!edule 3 
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I 
UTILITY RATE 

ALLOCATION OF ESTIMATED LOUISVILLE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN-PilOGRESS 

(THOUSANO DOLLARS) 

Land 
Land Improveme& and 8uildinpJ 
BnJru and Ground S l q a  
Sandpipes and Elmtad Stmgo 
High SenriCa Pumps d EquipmeM 
&*oner Pump Equip& 
Miruel[an- Pump Equipment 
Sludge & i p C d  EqUipmant 
Purification Equipment 
Transmission Mains 
W b u t i o n  Mains 
Meters 
SarvicaS 
Meter Installations 
Ere Hydfanh 

Sub-total 
Parcent 

Gan. Plant & Unamarlized Capital Charges 

TOW Plant 
Other Rat0 Base ltoms (1) 

SuMotal 
Contributions and Grants (2) 

Total Net Plant Investment 

Annual Ratum @ 9.58% 

ELEVATED 
NET PLANT SERVICE 

lNVESTMENf 

4.827.66 133.83 
34,669.56 4 4 1 5  

3,866 J4 
5.4V.51 1,711 29 
6,12701 ti43.55 
1.025.46 733.14 
3,510 21 
1.704 07 
18.576.16 

148.263 67 
102.856.67 
2.887 58 
40.176.18 
13.m.w 

-- 8kSE 

2.817.58 
20.410.16 

6.831.71 
2.321.46 
3.866.13 
181.18 

2.430.56 
1.704.07 

12.862 62 
102.665.77 

COMMON TO ALL CUSTOM<E 
WTRA CAPACITY 

W I M U M  MAXIMUM 
COMMON YO 
ONLY RETAJL 

HaUR CUSTOMER CUSTOM&@ QKi 
889.91 107.15 879.19 

6,446.36 776.15 6.368.74 
3,ow.Q 

1.424..26 
1,717.53 

111.14 
1.579.65 

16.M.21 16.05421 

410.177.19 3.93.96 156.031.75 64.w 3 3  2.418.69 63,';0.59 7 19.710.83 
100.00% 087% %"os% 15.2% 0.59% %5"5B% 29.'19% 

10.406.02 94.92 4.150.25, 1.716.57 64.31-...--.-- 1.699.02 3.182.W 

421.c83.21 3.W.89 160.242.00 66,19992 2.w.w 65.549..61 122.893.81 
9.351.20 82.26 3.5X.63 1.435.65 55.73 - 1.JR.38 2.758.35 

430 534 41 3.747.14 163.838.61 67.685.75 2.530 73 67.071.99 125.652.1 7 
(51.538.15) (56.427.W (132.1J9.10) (24.1 83.29) 

298.385.31 3.767.16 139.655.35 67.6.5.75 2.538.73 15.533.W 69.224.50 

___I__---II_.--.---.----- _--- 

- 

____I_..1-_ 

Z8.5aS 31 358 98 13.378.56 6.48430 243.2 1 1.488.14 7,164.74 

1. Una 20. 'Other Rare Eiaw Items'. includas: Matorials - 53.soO.MM. Propaymonli - $2%.rn. 
and Working Capitil- 55.701.200 for a lobi Of 39.451.2OO. 

2. Line 22 *Contrinulions and Grants' axdudas iodcral aovemmen: clranls Of 53.550.w. Schedulo 4 
1112557 
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Pat Ballard 
Exccutive Assistant 
606-268-6326 

TO: Joan Malone 

DATE: March 9,1998 

SUBJECT: Meeting Schedules 

Joan, this will confm ow telephone conversation of today setting up the two meetings as follows: 

Conference Call - Thursday, March 12~' scheduled for 2:30 am to 3:30 prn. 

- Nick Rowe, VP - Operations 
Coleman Bush, VP & Treasurer 
Herb Miller, Corporate Counsel 
Linda Bridwell, Director - Engineering 

1 

MeetinE GI Louisville Water ComDany - Wednesday, March i:30 - 3:30 pm 

Roy Mundy & Nick Rowe will meet with Mr. Huber in your conference room. 

P 003 14 
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FAX COVER SHEET 
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We are sending yau additional pages, not counting this cover sheet. 
If all pages are not received, please call us as won as possible 
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We are sending you z/ a&&beHd pages, not counting this cover sheet 
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LOU ISY 1 LLE WATER COMPANY 

1997 RATE STUDY FQRYEAR 1998 

OETERMINATION OF EXTW COST ALLOCATION PERCENTAGES 

AVERAGE DAY 
MGD 

117.3 

- 
MAXlMUM DAY 

MGD 
I__ 

MAXIMUM HOUR - MGD 
214.0 

YEAR 

198.8 1988 

152.3 164.7 I989 111.4 

I 16.0 171.2 

172.3 

% 1712 1990 

205.4 1991 120.6 

150.9 175.0 1992 112.1 

170.0 t 993 116.2 155.2 

190.6 214.5 1994 124.2 

202.0 

I 87.6 

207.5 

1995 

19% 

122.0 173.1 

121.3 169.3 . 
I ,  

.' 1997 (FICST) 171.8 

1,711.5 

124.0 . 

1,185.1 

118.5 

," 1,5 1.0 It,, 

1.912.0 Ten Year Total 

Average 

Ratio 

171.2 

1.4 
\?Li 

191.2 

1.6 
I Cf y , 'V 

ALLOCATION PERCENTAGES 

MAXIMUM DAY MAXIMUM HOUR _I_ BASE 

SCHEDULE 1 
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\ 

32236 
1W.rlO 
171.02 
39r.31 

945.78 

5481 

39.43 

37.76 

186628 242.4 0.00 

0.00 0.00 1.99324' 0.W 3.652.86 1.140.38 

9.ffB52J h1.19 3.42611 669.55 2.079.75 3.&134 

y~) c;IJSTOMERACCCPJNTS AND S E R W E  

33) C u l f M m R m  

201.12 
1,02533 
3.903.47 

27500 
9t5.82 

31) s u w ,  
32) M c t u R v d m q  

P 



-~ 
M9R 04 ’98 l ,t:37AM BURGESS rX NIFLE LTD COLUMBUS 

i 

(. 

ME 
N L  

u w n m  OF LQU~SVIUE WATER COMPANY ESTIMATED DEPRECUYION UPWE TO w c n o w  COST COMPCXJWTS 
‘7WR ENaED MCEMBER 31.1W ON MOUWO W W S )  

P .6/22 

89537 1731 614.97 2M.07 13.48 
q 5 4 2 d  248,75 110.43 
162.43 u.m 73.46 45.m 
204.84 1931 ~ 2 ~ 3 4  f7.m 
5433 24.1 7 6.67 4.w 
48.65 33.59 14.96 
64.48 61.48 

tl.OlO..M 129.12 . 5,22727 1.482.14 1,5118.93 2.663.01 
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UNE 
NO. 
c1 

ALLQCATIQN OF EsTimrw LOUISVILLE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN-PROGRESS 

(THOUSAN0 DOLLARS) 

P .7f 22 

m 

COMMON TO AU. CUSTOMERS 
EWATED EXTRA CAPACIN 

NETPLANT SERVlCE MAXIMUM MAXlMUM 
HOUR CUSTOMER \WESTMEN AREA - BASE OAy - 

Annual Fiaturn Q 9.Fr8Sb 25.585.31 35698 17.428.28 5.4ds.36 4.373.03 r n . f  

sdwxkJr4 
1 IT2637 

)- 
.".A i 
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A 
1 
2 
3 

8 
f 
2 
3 

C 
1 
2 

, I 3  

D 

Residential 
Smali0-3 
Medium 4-6 
Large Over 6 

Commercial 
Small 0-20 
Medium 21-1.500 
Large Over 1 SO0 

Industrial 
Small 0-1.500 
Medium 1,500-1 0,000 
Large 10,001 - 20,000 

MAXIMUM DAY AND M#XMUM HOUR DEMAND FACTORS 
1996 Rate Study for 1997 

NOTES: 
Demand Fac!ors are being revised. I 

P I  8/22 

MAXIMUM DAY1 MAXIMUM HOUR DEMAND DATA ---- _II_ 

Ratjo M a x  Ratio Max Retio Max. 
Day to Hour to Hour i o  

Avg. Day Max. Day Avg. Day 

46 96 % 
- - 7 

1.22 1.61 
1.67 t ,47 210 
1.89 1.49 3.07 

I 

1 .n 1.86 3.08 
1.47 2.03 3.1 6 
1.61 1.67 269 

1.58 2 0 5  279 
1.61 1.57 298 
1.41 1.30 1.85 

1 .a 7 .sc 222 

Consumptim data to caictllate demand factors 1s bring obtzined fiom 
representives oi aft CUsIorners clasre3. 

A phase in period d Five (5) years is bfiing used b6fOce c u r C i u s i v e ~ - ,  
use of consumption data to calculate factors 

For 1997: Demand Factors were calculated as IQ/~O\EIQ: 

/- ___--- 

‘I ,’ <- ._--___ -/-- 

60X weight to cwent factors (1 (595 a d  prior) 
40% to new consumption data 

P 
1 
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CUSTOMER CUSS 

RETAii 
__LI 

I)  RES1DENTM 
2) SmaU 0-3 Gais. 
31 Medium 46 Gals. 
4) Large over 6 Gals. 

5) COMMERCWUNIClPAL 
6) SmaU 0-20 Gals. 
7) Medium 21-1 .SO0 Gals. 
8 )  Large 2,501-5.000 G a b .  
9) Large 5.OOl-l0,000 Gals. 

I O )  Erb-a Large over IO,ObO Gals 

11) INDUSTRIAL 
12) Small 0-1,500 Gals. 
13) Medium 1,501-5,000 Gals. ' 
14) Large 5,001-10,000 Gals. 
15) Large 30,001-26.000 Gals. 
16) Heavy Over ta ,OOO Gals. 

17) SUB-TOTAL (RETAIL) 

18) U71U-R' 

19) TOTAL 

Annual 
Consumption 

6130197 

755,420.4 
4,343,505.6 
9J 10,ne 4 

14,709.704.4 

1,082,667.6 
10,028,493.6 
2,002,356.0 
1,019,988.0 
1.469,19= 

f 5,602,695.2 

476.2 I 5.2 
876,960.0 

4,091.4732 
0.0 

6.213,020.4 

36,525,420.0 

76a.m D 

.Ip 

36,525,420.0 

Percentaqe 

5.14% 
29.53% 
P 65.346 

100.00% 

6.94% 
64.27% 
12.83% 
6.54% 
9.42% 

100.00% 

- 

7.66% 
14.1 1% 
12.37% 
65.85% 

I oo.ao% 

Budgeted 
Consumption - 1998 

765,706.6 
4,4O2,Fi4 9.2 

14,9tO,DD0.0 

1.030.43a.2 
9,544,705.5 
1,905,759.6 

970,782.4 
1.398.31 4 3  

14,850,000.0 

474,450.7 

765,525.0 
4,076,313.5 

0.0 

6.190.DDD.0 

an.710.7 

I 

35,950.000.0 

1.050.000.0 

37.D00,OOO.O 

- Forced Step 

Companion to 

Schedule 5 

% 
01 

Tot 

4' 

4 

1 

10 

j 

1 
i 
i 

, 

I 

! 
! 

I 

1 
i 
I 

I 
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24245 0.00 OD178 l.86967 186.78 
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11.010.A$ 129.73 3.71U.fY tq2.14 77.33 286301 2.940.51 - .  

/ I  ' .  
' I  
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UHE 
"tis3 

unim RATE 

AUOCATION OF ESTlMATED L0UlSvlLl.E WATER COMPANY NET INVESTMENT ( 1 g W  
IHCLUMNQ W0IIWM"OCIRESS 

(THOUSAND WLLARS) 

E E V A E D  

P. 16/22 

2.538-73 i5.833.M @.ZdX 298.365.31 3.747.14 133.645.3s 67.685.75 

5 
f 

P 
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The Louisville Water Company's proposal to build a string ofjive-stury wells 
along the scenic eastern shoreline prumises to stir up n j o o d  of opposition. 

46 
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I ‘::Tcepuon. RBI will rcquirc the construction of at leas  a dozen 
, :.wells . .--each yith pump houres elmred almost five stories above 

ground and mcasnring 36 &et across -. within the two-and-one- 
half-mile p i e x  of shoreline srretching cast From Zorn Avenue to 
Woodsidc b a d ;  char is, rhmugh Cox Park and docg Upper River 
Road, an official S Q ~ C  scenic byway and one of the mosr beautill 
and unspoiled stretches of riverfronr in Jefferson Counry. Also, 
three or four niorc wells would be builr a t  the B.E. Payne 
Trearntenr Plant a couple miles Farther upriver ncar Harrods 
Creek. 

Naturally, on the other side of the corning debacc will be River 
Fields, a non-profic Ohio River watchdog group chat has becn the 
most outspoken opponent of an Easr End bridge. River Fields 
does not officially oppose die Warer Company’s plans just yer. Bur 
it is asking hard questions and gathering information. and cxecu- 
uve dirccror iMeme Sweers Runyon says evcry possible alternarive 
to Riverbank Infiltration must be cxplorcd and proven infcrior 
bcfore Rivcr Fields will conccde that i c  is rhc bcsc oprion. Until 
then, she says, ,Rivet Ficlds will fighc RBI with all of is consider- 
able tcsourccs and influcnce. 

“\Vliar one has to do is try to visualize what die land-usc impact 
is going io be,” Runyon said. “This is nor just a scenic question. 
This is a quation of curning a major portion of the river corridor 
to indusrtid land use. If we need to do that - if diac is die only 
alternative for improving our drinking water - [hen I believe 
River Fields will supporr it  a d  we need to do it. But we have to 
addrm so many unanswcrcd questions.” 

hough used cxccnsively in Europe’s IUiine Vallcy, which is T heavily poliured by industry, RBI is relacively new ro thc 
United Sratcs, with only a handfd of mcmpolican areas using it 
for a substantial portion of their water supplies. Louisville would 
be the first American city to rely on RBI for virrually all of ic 
warn supply - about 95 percent. 
RBI utiliurs a GrIy simple process. Instead of drawing Water 

straight from the poilured Ohio River, then treating it heavily 
with chemicals, the water company instcad would draw water 
through wells dritlcd into the undcrground aquifer along chc 
river’s edge. When that water is withdrawn, the aquifer will 
naturally be  refilled - or rcchxgd -- wirh water from the river. 
As &at watcr m o w  fmm the river bottom into h e  aquifer, it 

.- 

111 

- -- 
Earring any problems with the full-scale test well, slated to be 
constructed this spring, the Louisville Water Company plans to 
build three or four five-story wells at its B.E. Payne Treatment 
Plant and a dozen more along the riverbank between Zorn 
Avenue and Woodside Road. 

r ramcnt .  Because thesc concaminants are riducrd, thc a m o u r  
of chemical t rcaaent  and its cancer-causing by-producrs ah arc 
reduced - chough not eliminated Among orhcr advantages, the 
drinking-water supply would be less vldncrable m rivcr pallution 
and coxic spills. Use of rhe wcUs would diminarc the current pmb- 
lems wich Zebra mussds and Asiaric clams clogging chc watcr 
in& ar river icvcl. And the water cemperaturc would bc more 
consistent, minimizing problems wirh warer-main breaks during 
extremely cold wearher. 

But LouisviUe residents probably will notice only the morc con- 
sisccnt tcmpcnrurc in thcir drinking water, said Steve Hubbs, rhc 
company’s director of water quality. “Our guw is the waxer con- 
sumer won‘t nocicc rhe change in water quality ac all,” he said. 

After running ccsts on a small well at the ;lam Pump Scarion 
No. 1, water company officials arc sold on fiBl’s cffcctivencss in 
producing cleaner warcr. Consrmcrion of a full-scale test wdl ac 
thc Payue plant will begin chis spring. IC will test for rhe same 
r a d =  in water quality and cost of opcntion, bur this rime ac 1 1 1  
volume, said Kiy Ball, RBI project manager. 

Construction and resting should rake about 15 months. Then 
the decision will bc made wherher or not to proceed with more 
M y  operarional wells at Payne and, ulrimatcly, the dozcn or so 
dong Upper Rivcr Road. The tomi cost if carried to fidl s a l e  

is expected to be ar Ieax $GO million. All OF chc wells would bc 
completed by 2006. 

o far, rhc Upper River Road corridor has rnosdy k e n  protect- S cc! from &e grasp of 2Orh.cenrury induscridisrs and develop- 
crs. From Zorn Avenue co Prospect, che two-lane road rum under 
a canopy of uecs, past p”k; and open fields, ovcr boat d& and 
under river bluffs from which historic homes pmide over the 
river. Along the way it passes rhree national landmadcs - inciud- 
ing Locust Grove just up Bldcnbakcr  Lane -- and three rcsi- 
denrial dtuicts listed on thc National Register of Historic Places. 

In Louisvifle’s carliest days, the area consisted of stvcrat largc 
plantations owned by .uvmlrhy rransplanted Virginians. Locust 
Gmvc dates to 1790, and m y  of thc original houses h r n  the 
early 1800s remain, as do many otfius built &er rhe i n d u c t i o n  
of the commuter railroad tu &e area in the 1870s. 

iMany residents wcm nationally and wcn internationally promi- 
nent business Icadcrs and politicians, and their homes were 
daigncd by some OF the most prominent ardlirtcts and bnc&capc 
&tms of the timc 

Still, che ma’s value as a historic and cultural tlcsanln is grmrly 
undcmrirnaced, and should bc recognized and p d ,  accord- 
ing to t m l y n  Brooks, a pmfrssiod historic-prcrcnration cons& 
tanc. Brooks was hired by Jeffuson C h n t y  and Rinr Fie& in 
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and she aurmtly is undcr cgn- 
naCrdvidrthCstarc to prepan ;ut 

even more derailed. analysis OF- 
&e corrXor f& rfrc Keaolcky 
Eiericage Council, thc state 
enviro nmcncd preservation 
office. 

Brook believes her work WjU 
lead to even more propcrrics 

,.,‘:&..:>..:y . - * ”  
waier can bc easily reached hthoUt’&assme digging.uhiforin 
deposics of  sand and gravcl for c&Cr&c~Rkiriii& aiid a p a r  

- -enough distance from ground !We1 to:b&+ r o  . .  aU;iw a high 
volume ofwarrr IO bc wj&&am. 

” 

This  is the stretch of Louisvilic tivcrE’ni wlicrc we can do 
&isl” he said, 

There dso is little choice in the hcighc of the pump houscs or 
heir  proximity to the riverbank, Hub= said. The pump houscs 
must bc clmtcd abovc chc 100-year flood level to assure a work- 

~ ‘ ~ ~ ~ ~ j ~ - $ ~ ~ ~ ~  
,... . . “  

. -  
and residential disrriccs being 

listed on &e Naaonal Rcgisrcr. But she also bdicvcs char RBI wells 
would dramatically alter &e characrcr and quality of the aced. 

“Obviously water quality is a very irnporranc issuc for US all bur 
at the same rime chc aeschctics OF a communicy are irnporranc 
COO,” Brook; said. “ I  think many peoplc would agree it‘s an arca 
we wane to tiy co prcscrvc as much as possible.” 

Richard jetr. a stacc hiscoric prcscrvacion officer wich the 
Kentucky I-icricage Council, said chc issuc is nor simply one o f  
aesthetics - bur onc of cconomics 3s wcli. 

Jetc said che area provide Louisville rcsidcnn and visitors with 
an opporrunicy to expericncc a rarc combination of a beautihl 
narural landscape dotted with historic and archirectumlly signifi- 

ing water supply in case of flood; and ph&g chc wells ti& nuc 
to the bank greatly incceases the volume of warer available, which 
may not be high enough if placed k&er away. 

Of course, Hubcis suggcsdon that the well cowers might bc 
designed and landscapcd as someching othcr than an eyesore is 
noc withour prcccdcnc. Among Louiwilic’s most recognizable 
landmarks is &e original 1860 Water Works - now known sim- 
piy as chc Zorn Pump Station No. 1. It was designed i n  a 
Classical Revival archirecrud styic, and i c  and the Water Tower. 
now the oidcsc scructurc of its kind in America, are narional land- 
marks Iisted on  the National Register of Hisroric Places. The sire 
now houses the Louisville Visual Arts Association, and rhe 

cant homes, escacm and farmlands. Thc possible b e n c h  of rhe 
RBI welts musr be weighed carcfully againsc chr possible arschetic 
damage - and its irnpacc on the economic vaIues of thc comdor, 
namely tourism and its USK ;is a communicy sclling poinr, Jcct said. 

“Pracrving rhesc sites is making 3 significant contribution to 
the local economy,” he said. “Pcoplc arc actracted to communities 
thac have a distinct idcncity and chanccer.” 

Runyon comparcd rhc Upper River Ro3d corridor to Wesc 
Main Street, which has &e sccond-highcst conccnctation of c a r -  
iron building h w d n  in chc country, and which for many ycar; 
went unrccognizcd as chc arrracrjon thar ir is roday. “We have 
taken (River Road) codally 
for granccd,” die said. 
“We just  assume chat 
every city has one of 
chesc. Thc expcricncc of 
thii road is unusual in the 
EJnited Scaca.” 

President john Huber 
said &e Water Company 
is keenly aware of the  
value of chis scrcrch OF 
riverfronr, bo th  as a 
scenic area and a commu- 
n i q  crcasurc. “‘Whatever 
we do hcre. whatever this 

I 
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a 
project might bc i f  it 
c o m a  to MI hi t ion ,  has to G&y rccagnizc that,” he said. The 
wJ1 rowers “can look like anyrhjng wc want them to,“ induding 
lighthouses or silos, for ewmplc, and public involvcmcnc wilI be 
soliciccd in the planning and design pmcus. He hjs suggesred rhac 
che rowers might bc linked by a Waking path, wen rhc RivcrWA 

Wubcr said chcrc arc several rcasons that the wclls can’t be 
placed clscwhcrc along &e river, such as in an industrial area, 
closer to downrown or M c r  out in &e a u n q  RBI requires a 

3 1  FEBRUARY 1998 P 

a highly valued public spacc. From 
its inception a decade betbrc &e creation ofCherokee Park, &e 
reservoir was dcsigncd and landxrptd IO provide a place of ouc- 
door recreation fbr midcnts, and the gatdroux and ocher faturn 
of &e rtscrvoit were finished in the Gothic scyie of the Vicrorian 
era. Thc reservoir remains a populac spot for d k u s  and runners 
today. The water company also built the fitst Crcsccnc Hill swim- 
ming pool on the grounds in 1919, though thc ciry krer built the 
currenc pool nearby afrer che company closed che finc one to 
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planning and construction i s  prvcccding 
&mdy. 

Aniu Sotomon, director of the planning 
and dcsign departmcnt of the Metro Parks 
Department, said conscruction of rhe 
Riverwalk from thc Zorn pump station to 
che Capcrron Swamp ar Indian Hills Trail 
is schedulcd to SQIC chis spring, and plan- 
ning of thc nexc phase will begin shotcly 
afrer conscniccion scam. “it’s not coo lace,” 
Soiomon said. “Bur whar‘s crucial is we 
need to know where their infiltration wells 
are going to be.” 

unyon, for one, is skeptical that rhc R Water Company will acr on irs own 
co crcatc dik most aestheticaliy pleasing 
towers possible, and says only public pres- 
sure will ensure that it does. Bur long 
before t h e  planning and design stages 
begin, Runyon says, River Fields will be 
soliciring expert opinions From around the 
country and From Europe about alccrna- 
rives to RBI. Shc wants to bc surc char 
RBI is Louisville% absolutc bar: dttmacivc, 
and she wants an open, public debate 
about whar corntituxes “bar”  - including 
an informed discussion of the d u e  of the 
rivehonc to the community, and whac it 
might cost the city to pursue other water 
ucatment options. 

“They’re moving down the vdck really 
very quickly, and in our view there needs 
to be a public dialoguc,” she said. “The 
public has a right to understand why this 
technologid road is being traveled. What 
arc the choices for citizens in this commu- 
nity in terms of d + n g  and procecc- 
ing h e i r  drinking wacer and in wrms of 
safcguarding and protecting their rivcr 
corridor? Are infiltration wells rhe only 

~ctually nor only arc RBI wells nor the 
only option, they aren’t even necesary, 

way to go!” 

- .;,< :‘ said. 
RBI’s $60 rnillicn price tag and  

$800,000 a n n u l  operacing cost make it 
6ir chnpcr &an other wtrnent  options, 
many of which am’c as cffccrive to begin 
with and have capital and openring costs 
as much as two to thrce rimcs higher, 
Mubcr said. 

Bur not cafculaccd into thc charts and 
cables - because it is, of course, SO diffi- 
cult ro calcuIate - was rhe value OF rhc: 
riverscape and the “cost“ of degrading ir 
and &e entire corridor. 

Ann Breen, execurive director of  
Waterfront Center, 8 non-profic 
Washington, D C., agency that srudics 
wacerfronr planning and dcvclopmcnc 
issues, said convcrring recreational water- 
fronr space co industrial use runs conrrvy 
co the prevailing municipal dcvelopmcnc 
philosophy of rhe past several decades. 
More and morc, cities a r t  returning once- 
industrial rivcdronts to rccrearional usc. as 
is che case w i t h  Louisville’s new 
Waccrfronc Park, because city leaders rcc- 
ognizc rhc vaIuc inherent in rhat spacc, she 
said. 

“There is a cosc o f  ruining rhe aathctics 
of the riverfront,” Brecn said. “It‘s a really 
imporcanr issue for gencracions of 
Louisvillians. You’rc not talking abour 
somtrhing rhais just going to go away” 

In rhe coming months the Wacec 
Company plans to begin holding public 
information sessions to explain RBI and 
hcar from residents, said Barbara Crow, 
manager of public inhrmation. Along the 
way some typc of compromise or canscn- 
sus can be reached, she said. 

“You’re ralliing abour rhe hedrh and 
welfare of chc community,‘‘ Crow said. 
“Those things are imporrant: the scenic 
value, the cultural value, the historical 
value. But community health is a very 
important issue coo. They’re all quality-of- 
lifc issues. Thex’s got to be same givc-and- 
nke and some balancc with those issues.“ 
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LC)UISVTIdLE WATER COMPANY 
4 3 5  S O U T H  T H I R D  S T R E E T  * L O U I S V I L L E ,  K E N T U C K Y  4 0 2 0 2  

Ms. Linda C. Bridwell, P.E. 
Kentucky-American Water Company 
2300 Richmond Road 
Lcxington, KY 40502 

Re: Pipefine-lsxington to Louisville 

Dear Ms. Bridwell: 

This letter is to confirm the Louisville Water Company's general concurrence with the general pipeline route identified 
in h e  Request for Proposal (RFP) for &e Bluegrass Water Project. As discussed during the February G conference call, 
lhe U.S. 60 route within Jefferson County may present challenges with respect to easement acquisition, constructability, 
pump station accessibility and power supply. This route, however, does appear feasible at this time. 

The US.  60 route will atlow the first booster pump station to be tocated in Shelby County near the Jefferson County 
line. As discussed, the Louisville Water Company desires to own, operate, and maintain Ihe transmission main through 
thc County line to the fust pump station. This will provide an ideal location for master meter and construction of 
potential storage on tire suction suppiy ofthe pump station. 

We have also reviewed the RFP and provide the following responses to your inquires. 'Re  enclosed table contains water 
quality data for those paranieters requested in Section I , Part 4 including minimum, average, and maximum values. 
The water quality supplied will mcet all applicable Kentuchy drinkiig water regulations. In reference to Section I, Part 
6, preliminary calculations indicate that the Louisville Water Conipany can provide 23.0 rngd while maintaining a 
minimum suction pressure of 40 psi at the Jefferson County boundary. 

In addition, clarifications to the Requcst for ProposaI should incfude: 

i 
. -  

- Section 1, Part 10 RRS SCADA System should require suction, discharge, and flow signais from the pump 
station to the English Station Reservoir site. 

- Section 11, Part 1 .A should require a surge ruralysis of die Louisville Water Company distribution system from 
the English Station Reservoir site to the Jefferson County boutidary. 

Section U, Part C. 1 clarification on the specification of 19.0 rngd when 23.0 mgd is referenced in other sections 
of the document 

AS requested during the conference call of February 6, tlie Louisville Water Company will forward confirmation of the 
proposal by March 15,1998. Ifyou have wy further questions, please contact me at 502 569-3681 or Karen WiIIis at 
502 569-3615. 

,,Sincerety, 

cc: Kwcn WilliS-L.WC; DRVC Rccvcs-AWIVSC 
enclosures 

An Equal Opportunity Employer 
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Louisville Water Company Water Quality Information 
January 4,1997 to December 31,1997 

Parameter 

PH 
Alkalinity 
Hardness 
Orthophosphate 
Total Chlorine Residual 
Free Chlorine Residual 
Free Ammonia 
Nitrite 
Zinc 

Units 

units 
mgll 
mgll 
mgll 
mgll 
mgll 
mgll 
mgll 
mgll 

Parameter Value 
Minimum Average Maximum 

6.9 
36 
94 

€0.1 
2.1 
c0.05 
0.04 
co.1 
0.2 

8.4 
84 
163 
4.1 
2.6 

d0.05 
0.43 
co.1 
0.2 

8.9 
100 
220 
xo.1 
3.4 
~0.05 
0.56 
a 1  
0.2 
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2300 Richmond Road Lexington, Kentucky 40502 
(606) 268-6320 Fax (606) 2686327 

Ray W. Mundy 11 
President 

February 20,7998 

Mr. John Huber, President 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

RE: Kentucky-American Water Company 
Louisville Water Company Agreement 

Dear Jolm: 

The purpose of this ietter is to memorialize an agreement between Kentucky-American Water 
Company ("Kentucky-American") and Louisville Water Company with respect to potential 
reirnbwsement by Kentucky-American of costs incurred by Louisville Water Company in the design of 
faciIities necessary to supply potabIe water for Kentucky -American% Bluegrass Water Supply Project. 

We are in the final stages of completing a proposed agreement behveen Kentucky-American and 
Louisville Water Company wherein Louisville Water Company will supply potable water to Kentucky- 
American at a point near 1-60 just east of the intersection of the Jefferson County - Shelby County fine. 
In order to supply this volume of water it will be necessary for Louisville Water Company to design 
facilities that will be necessary for delivery of potable water in sufficient quantity and quality to that 
point. 

i 

We anticipate that by April 1, 1998, Kentucky-American will enter into a Water Purchase Agreement 
with Louisville Water Company and that Kentucky-American will have selected a contractor for the 
design of its facilities which are a part of the Bluegrass Water Supply Project. It will be necessary for 
the Water Purchase Agreement to contain a provision that it will be binding only when Kentucky- 
American has obtained a final, non-appealable Order from the Public Service Commission in the form 
of a Certificate of Convenience and Necessity authorizing the construction of the J3luegrass Water 
Supply Pipeline. 

I 

As a part of the application for the Certificate of Convenience and Necessity, Kentucky-American is 
required to include a description of the manner in which the facilities will be constructed. Kentucky- 
American would be unable to meet this regulatory requirement if Louisville Water Company was not 
willing to design its necessary facilities before the application is made to the Public Service 
Commission. Therefore, we would ask that the Louisville Water Company design be completed by 
October I ,  1998 as will be noted in the Water Pwchase Agreement. 
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Mr. John Huber 
February 20. 1998 
Pagc 2 

We understand that the design of  your facilities would not have value to Louisville Water Company in 
the absence of the Water Purchase Agreement becoming a binding contract. We therefore agree, in the 
event the Water Purchase Agreement: does not become binding, to reimburse Louisville Water 
Company for extend costs incurred by it in the design of its facilities and for the reasonable internal 
costs to be incurred. 

We hope that Louisville Water Company will use Kentucky-American's consultant €or the design of its 
faciiities. We believe efficiencies can be achieved by the utilization of the same design consultant; 
however, th is agreement is not contingent upon Louisville Water using our selected consultant. 

Prior to the beginning o f  the expenditure of money, we need an estimate of the external and internal 
costs to be incurred by Louisville Water Company. Any change in scope of the design, from that 
contemplated in the Water Purchase Agreement, which causes a deviation in the estimate fiom either 
external or internat costs must be approved by Kentucky-Amencan in advance, which approval shall 
not unreasonably be withheld. Kentucky-American will provide a member of our company to serve on 
the designheview team to insure the above. I assume you would have no objection to our internal 
auditors verifying the compilation of your internal costs. 

In the rare event Kentucky-American's design contractor is unacceptable to Louisville Water Company, 
Kentucky-American must approve your selection of a design contractor for your facilities, and that 
approval shall not be unreasonably withheld. 

I want to personally thank you for the cooperation which has existed between the representatives of 
Louisville Water Company and Kentucky-American. Any questions, concerns or issues about our 
future relationship should be directed to Herb Miller (legal), Coleman Bush (finance), Nick Rowe 
(operations), or Linda Rridwell (engineering). I envision that you and I will have a fairly constant 
exchange of information and ideas, and please feel free to call me personalty on any issue at any time. 

- 1 

If th is  Agreement meets with your approval, I would appreciate receiving your estimate of the external 
and internal costs to be incurred by Louisville Water Company. Upon our approval thereof, I will ask 
you by additional correspondence to sign a copy of this letter which shall then be considered a s  the 
agreement between Kentucky-American and Louisville Water Company as detailed herein. 

On behaif of Kentucky-American's customers, I look forward to a long-term, mutually satisfactory 
relationship. 

President' 

3 12kC:\WorkU.WKAWC\blucgmss003hubcrI(r 
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t indo C.  Bridwell, P.E. 
Director of Engineering 

MEMORANDUM 

TO: Karen Willis 

PROM: Linda Bridwell 

RE: Agenda- February 6,1998 meeting 

DATE: February 5,1998 

Dave and I have agreed on particular issues which we would like to discuss with you. I have attached a 
suggested agenda for our meeting. We look forward to meeting with you tomorrow! 

C: N.Q.Rnwe 
D.M. Reves 
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AGENDA 
MEETING 

KAWC & LWC 
FEBRlJARY 6,1998 

I. 

II. 

fII. Size of Storage tank 

Feasibility of pipeline route alongJJS 60 in Jefferson County - @m .a+s,-,,-, -A’ z%&H+%A&- - 75Aa.de-og- W ~ ~ m G ~  

MwlLQfd-* - 
ab-hb% Ownership of Storage tank at County 

xv. 

v. 
vr. 

VIX. 

VIII. 

IX. 

X. 
.IcI 

1 

Water Quality mgcv at point of delivery 

Coordination ofnesign Work 

Schedule of Completion of work relative to Application of Certificate o f  Convenience and 
Necessity 

Water Purchase Contract issues as they relate to design 

Controls at Booster Station 

Review of RFP 

Other Issues 

P 



i Kentucky-American Water Company 
t 'u;/") 2300 Richmond Road 0 Lexington, Kentucky 40502 (606) 269-2386 + Fax (606) 268-6327 

Linda C, Bridwell, 
Director of Engineering 

M E M O R A N D U M  

TO: Dave Reves 

FROM: Linda C. Bridweil 

DATE: February 3, 1998 

SIJBJECT: Blueprass Water Proiect 

As a follow-up to our January 21 meeting and our review of the RFP: 

1. The addresses for the other consultants are: 

Mr. Louis Dixon 
CDP Engineers, Inc. 
616 Wellington Way, Suite C 
Lexington, KY 40503 

Mr. Doug Ralston 
PDR Engineers, Inc. 
800 Corporate Drive 
Lexington, KY 40503 

Mr. Mark Meadc 
Photoscience, Inc. 
2670 Wilhite Drive 
Lexittgton, KY 40503 

The issues that will need to be resolved prior to filing an application for a Certificate of 
Convenience and Necessity: 

2. 

Hydraulic design compiete 
Rooster station layout complete 
Plan and profile drawings of route (as wc have identified in the RPP) 
Specifications complete 
Easements identified, the majority of options for easenients obtained 
Identification of perniits to be sought after receiving Certificate (building permits, stream 
crossing permits, railroad permits, etc.) 
DOW approval of plans and specifications (takes 4.5 days) 
404 Permit for navigable stream crossings (if any) 
LWC design complete 

I would like to have hydraulic design complete by October 1 along with plans and specifications so we 
can seek DOW approval and fife the application for a Certificate by ]December 1. I spoke with Bob 
Arnett of the DOW to see if they will need full electric control design complete and he agreed that thcy 
will need to understand the level of controls but will not need wire diagrams or YO listings. I don't: 
anticipate the DOW wilI focus on this aspect but we will n d  a form of electrical specifications to be 
submitted. 
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1025 Laurel Oak Road P.0. Box 1770 * Voohees, New Jersey 08043 (809) 348-8201 - Fax (609) 348-8360 
January 30, 1998 
BP 92- 12 

MEMORANDUM 

To. L.C. Bridwell 

From: D.M. Reves %----. 
Re: Bluegrass Water Project 

Meeting with LWC on February 6 

Linda: Here are the items I will need to discuss with LWC at the meeting next week: 

1. The feasibility of the northern pipeline route in the LWC system (along US 60 then 
following the railroad tracks). This route would allow the first booster station to be 
located outside of Jefferson County. 

2. Ownersliiy o f a  storage tank at the county fine. Since the tank is required by LWC, it is 
preferred that the tank be owned and operated by LWC. The range of operation of the 
tank would need to be specified by LWC to allow for proper selection of the pumps at the 
first booster station. It is also assumed that LWC would provide, own, and maintain 
metering facilities 011 the discharge side ofthe tank. 

3 .  LWC expected water quality ranges at the county line per the table on page DC-4 ofthe 
Design Concept Although they may not be able to provide us with guarantees at this 
time, they should be able to develop reasonable estimates. The previous information they 
provided was liinited and was taken from the Engtish Station tank. 

4. Coordination of LWC and KAWC design work. If the northern pipeline route is feasible, 
there really doesn’t need to be much coordination. We need to make sure that LWC 
understands that the work required in their system does not need to be part of our design 
scope of work. 1 also still prefer that we discourage them from using the same consultant 
that we will retain to avoid schedule conflicts. Coordination with one consultant would 
only be necessary if one booster is owned by LWC and the other is owned by KAWC. 

5. Schedule for completion of the LWC work as it relates to the Certificate Case as well as 
ultimate completion of the project. If you’re meeting with Lindsay lngram before the 
LWC meeting, this should be a topic of discussion with him, 
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You might also want to consider discussing a contract with LWC (which they’ve indicated 
they will need before they can begin any design work) and possibly the issue of their existing 
customers in Shelby County Negotiation of a water sales agreement is the other critical issue on 
this project, however, I don’t believe this meeting is the appropriate forum for that discussion. 
Please note that resolution of the first two items above are absolutely critical to sending out the 
RFP to consultants 

1’11 be staying at the Doubletree the night of Thursday, February 5. Assrmhg our meeting 
is still scheduled for 9:30 a n ,  I’ll be waiting at the front door of the hotel at 8;OO am on the 6th. 
Please advise if the meeting time is changed. 

c: T.A. Friiey - KAWC 
N.O. Rowe - KAWC 

2 
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1025 Laurel Oak Road P.0. Box. 1770 Voorhees, New jersey 08043 (609) 346-8201 Fax (609) 346-8229 

Thomas G. McKitrick 
Vice President Investor Relations 

trnckilri@m:vater.com 
609-346-8207 

M E M O R A N D U M  

DATE: December 29, 1997 

TO: Coleman Bush 

RE: My Review of the Louisville Water Company 1996 Rate Study 

I have several coiments as a result of my review. They are as follows: 

I .  The ESA (Elevated Service Area) charge includes elements of return and 
depreciation associated with storage tank investment. My understanding of the 
operational pattern of the pipeiine is that it will be operated at a constant rate, and 
that rate will be known by the Louisville operators. That being true, Kentucky- 
American will not be utilizing my storage tank voIume. Thus, those elements of 
the ESA charge can be reduced. 

2. On Schedute 2, line 12 of the appendix, $357,950 is assigned to the ESA for 
booster pumping, others. It would be beneficial to find out what that account is 
for and what the expenditures are. 

3. The current demand profile for the utility group of customers indicates a maximum 
day to average day ratio of 1.43, and a maximum hour ratio to average day of 
2.22. I can’t disagree with the maximum day to average day ratio, but if my 
understanding of the pipeline operating pattern stated in item I is correct, then 
costs should 
maximum hour to average day ratio. 

be allocated to Kentucky-American utilizing the standard utility 

4. It should be noted that on Schedule 4, the net investmentheturn cdculation, there 
are no credits for contributions applied to the ESA. There should be some valid 
reason for that. 
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t December 29, 1997 

Page 2 

I also reviewed Louisville’s SDC (System Development Charge) study. The elements of 
the basic charge related to the following are inappropriate for Kentucky-American: 

Future Transmission $3 55.92 
Total Distribution 121.25 
Total Storage 163.09 
Total Meters and Services 19.25 
Total Valves and Fire Hydrants -- 

Total $659.75 

Kentucky-American will be providing their own facilities for the &tare ffom English 
Station out to the Jefferson County Line. The only portion of the SDC appropriate for Kentucky- 
American is the $724-37 for production facilities. 

Therefore, Kentucky-America’s SDC charge should be reduced proportionately &om 
$1384.12 to $724.37, or 48%, in the larger meter size that is appropriate. 

T am enclosing the paperwork I have on this project with this memo. Feel free to call if 
you want to discuss this finher. 

1 ,  

cld 
Enc, 
11zIP.I.WI 

c: Linda Bridwell 
Roy Mundy 
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6.00 

6.01 

i 

6.02 

WATER RATES 

LOintSMLLE WATER COMPANY 
LOUISVILLE, KENTUCKY 

BOARD OF WATER WORKS RULES AND REGUL.4TIQNS 

For the purpose of c1assif)lng revenues, and to provide for different dasses of rates, 
there shall be established seven (7) classes of customers and four (4) areas of service. 

The classes of customers shall be identified as: 

Residential 
Commercial 
Industrial 
Fire Service 
Fire Hydrants 
Muni ci p a1 
Wholesale 

The areas of service shall be identified as. 

Retail Service Area 
OC District formerly served by West Oldhain Utilities 
BC District formerly served by Bullitt Water Coinpany 
KT District served by the Company through leased facilities 

The rate charge for metered water service shail he comprised of three companents 
except for municipal customers as defined in KRS 94270 \-vi10 shali be served as 
provided therein at no cost to the customer and publicly owned fire hydrants 

(1) A service charge based on the size of the meter through which the customer 
receives such service, and 

(2) A commodity charge based on the amount of water consumed, and 

(3) An elevated service area surcharse if applicable in Rule 6.02.3, 
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5.02.1 j Service Charge 

The service charge for classes of customers taking metered service and 
situated within the Retail Sentice Area or the RC IXsfnct or tlie E'T District 
shall be charged in accordance with the fallowing schedule, 

Meter Size 

518" x 314" 
1 It 
1 112" 
2" 
3 
4 " 
6" 
8" 
10" 
12" 
16" 

Service Charge 
A4onthly Bill 

$ 3 70 
$ 9 25 
$ 18.50 
$ 29.60 
$ 64.75 
$ 111.00 
S 259.00 
$ 46250 
S 703.00 
$ 1,073.00 
$ 2,137 SO 

6.02.2 Commodity Charge ) .  
The cornrnodity charge far monthly usage for customers within the Refnil 
Senlice Area or flrr KT District shall be computed in accordance with the 
following schedule 

Thousand Gallons 
Per Month 

.-I First 3 

Next 3 
Next I94 
Next 1,300 
NexT 3,500 
Next 5,000 
All Over 10,000 

at $1.36 Per 1,000 Gallons 
at S 1 50 Per 3,000 Gallons 
at $1.73, Per 1,000 Gallons 
at $1 60 Per 1,000 Gallons 
at $1.43 Per 1,000 Gallons 
at $1.08 Per 1,000 Gallons 
at $1.03 Per 1,000 Gallons 

j 

j 

i 

P 
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The commodity charge for monthly usage for customers within the BC 
District shalI be computed in accordance with the following schedule 

Thousand GalIons 
Per- Month-.., 

First 200 at $2.00 Per 1,000 Gallons 
Next 1,300 at $1.40 Per 1,000 Gallons 
All Over 1,500 at $1.43 Per 1,000 Gallons 

The commodity charge far bi-monthly usage for customers within the OC 
Disfnct shall be computed in accordance with the following schedule: 

Minimim Bi-Mon fhly Bill and Allowable Usage 

Meter 

5/8" x 3/4" 
1 'I 
1 1/2" 
2" 
3" 
4" 

Allowable IJsage 
Thousand, Gallons I- .4 m a  

0 $ 10.00 
0 $ 20.00 
0 $ 30.00 

30 $ 132.35 
'7 0 $ 3-32.15 

130 s 596.85 

Thausand Gallons 
- Per Month 

First 400 at $2.91 Per 1,000 Gallons 
NexT 2,600 at $2.91 Per 1,000 Gallons 
All Over 3,000 at $2.91 Per 1,000 Gallons 

6.02.3 Elevated Service Area Surcharge 

All customers in the Retail Service Area or BC District or KT District shall pay a 
surcharge of $0.19 per tbousand gaIIons if water must be delivered at a higher 
elevation that the general pressure plane served by the Crescent WilVCardinaI Hill 
System. 

! 
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6.03 Wholesale Customers 

Wholesale customers which purchase water for resale wherever situated shall be 
charged: $ I .  16 per thousand gallons far all water purchased, the elevated service 
area surcharge specified in Rule 6.02.3, if appficable, and the sexvice charge specified 
in Rule 6 02 1 

6.04 Fire Service Charges 

The charge for fire service, where water may be taken for fire protection only, shall 
be in accordance with the following schedule. This charge will also be applicable to 
stich fire hydrants as may be provided by private agencies. 

4" 
6'' 
8 I' 

10" 
12" 

Monthly 
!JlK!32 

$ 10.25 
$ 21 00 
S 40.75 
!$ 80.25 
S 161.25 

6.05 At the Company's option, bills may be rendered monthly or bimonthly. 

6.06 In the event that payment for any charge is not made within twenty (20) days from the 
billing dare, the net amount of the bill shall be increased by 5% and the gross amount 
thus determined must be paid One late payment will be accepted every twelve (12) 
billing periods at net amount if the bill is paid before the next billing date 

6.07 Where water is used without proper authorization, the estimated quantity of 
unmetered water used shall be paid for at the rate of $3.00 per thousand gallons. 

6.08 Water taken from a Louisville Water Company public fill station shall be paid far at 
the rate of$2.50 per thousand gallons plus such deposits as may be established from 
time to time. 

Upon adoption, these rates shall become effective and apply to statements mailed on 
and after January I ,  1998. 
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i COMPARISON OF REVENUE UNDER EXISTINQ RATES, AND PROPOSED RATES 
INCREASE 

OVER 
EX ISTl NG PRESENT RATES PROPOSED 

U3-i 
?4 

2 26% 

2 68% 

3 71% 

2 62% 
0 00% 

2 5456 

0.00% 
0.00% 

D 00% 

2 49% 

REVENUE 
(Sl.000) 

9.532 70 

9,723 11 

6 857 11 
5,454 73 

28 63 
~ 

31,596 28 

2.990 75 

918 92 
830 66 

12.375 10 
6.716 95 
1,928 18 

417 93 

26 688 38 

329 31 

76 84 
16 71 

549 37 
1.587 G I  
1 898 69 
1.085 01 
2.598 10 

8,081 E5 

12 852 77 

10,658 86 
7.704 88 

18,379 21 
8.333 19 
3.826 87 
1,562 94 
3.047 79 

66 366 31 
1.855 35 
1.142 65 
4 186 30 

73,550 61 

12 81 
1,218 00 

137 75 - 
1.368.56 

74,919 17 
74,911 06 

(8 17) 

- UNITS 

2.576.406 E U 

(51,OO) 

9.275 06 

9,508 63 
6,719 97 
5,359 59 

30,890 80 

2.909 92 

890 65 
814 24 

12.159 25 
6 465 07 
1.847 28 

464 66 

25 991 ?9 

320 41 

16 41 
16 38 

539 7s 
1,528.08 
1 819 02 
1.054 8;  
a 7 3  

7.792 22 

12.505 40 

10,423 74 
7.550 59 

18.058 64 
8,020 70 
3,666 30 
1.519 53 
2,929 42 

64.674 32 
1.855 35 
1,715.00 

71,729 67 

12 81 
1.218 00 

137 75 
_I_ 

1 368 56 

73.098 23 

s 

3 70 

136 
1.50 
1 i 2  
1 6 0  

3 70 

1 36 
i 50 
1 7 2  
1 60 
1 4 3  
t 08 
103  

3 70 

1 36 
1 5 0  
172 
1 60 
143 
1 08 
1 03 

3 TO 

136  
150  
172  
i 60 
143  
I 08 
T 03 

0 19 

3.50 
116  
0 19 

5 

3 60 

1 33 
1 47 
1 69 
1 54 

3 60 

133 
1 47 
169 
154 
137 
105 
0 99 

3 GO 

133 
1 47 
i 69 
1 54 
1 37 
1 05 
0 99 

3 EO 

1 33 
1 47 
1 69 
I 54 
i 37 
105 
0 99 

0 19 

3 50 
116 
0 19 

RESIDENTIAL: Service Charge 

Water Sold 0 - 3 
4 - 6  
7 - 200 
201 ~ 1,500 

7,149,345 T G  
4.571.406 T G  
3,171,357 T G  

T G  

Tolal Rcsldeniial 14,910,000 T G  

COMMERCIAL: Setvice Charge 

Waler Sold 0 - 3 
4 - 6  
7.200 
201 - 1.500 
1.501 .5,000 
5.001 . 10,000 
Qvcr 10,000 

808.312 E U  

675,675 T G  
553.905 T G  

7,194,025 TG 
4.198.095 T G  
1,348,380 T G  

442.530 TG 
436590 T G  

W,~~O,OOO rcs Total Commercial 

INDUSTRIAL: SeMcc Charge 88004 E U 

Vdaler Sold 0 . 3 
4 .. 6 
7 .. 200 
201 .1.5ao 
7,505 - 5.000 

Over 10,000 
5.001 - 10,WO 

12,360 T G  
11,142 T G  

319,404 TG 
992,257 T G  

1.327.755 T G  
1,004,637 T G  
2.572.4?5 T G  

Totat Industrial 6,190,000 1 G 

TOTAL RETAIL: Servia Charge 3.473.722 E U 

Walcf Sold 0 .3 
2.6 

201 - 1,500 
1,501 - 5.oQO 
5,001 . '10,000 
o v e r  10.000 

7-200 

7,637,400 T G  
5.136.453 T G  

10.685.586 T G 
5,208.24 T G  
2.676.135 T G  
1,447,167 T G  
2.959.01$ T G  

35,950,000 T G 
9,765,000 T G 

Total General Pres. Retail 
€lev, Sew Area SuFcharge 
Private Fire ScM'ces 
Public F i i  SNvicrS , 
Total Relail Sales 

UI1l.IN SALES: 
Service Charge 
Geneml Pressun? Charge 
Elevated Secvice Area 

3,660 E U  
1,050,000 T G  

Tr;  

GRAND TOTAL SALES 37,000,000 f.G 

E U 1s 5/8" mNer eqUiValenl uniis; water soid una$ are In thousands of gallons G ) 

ENCLOSURE 1 
0 1 - k . 9 7  D3:i2 Ph! 

P 00365 
i 



.. 

i COMPARISON OF MONTHLY BILLS AT VARIOUS CONSUMPTION LEVELS 
(GENERAL PRESSURE AREA) 

(METER CAPACITY) 

0 

3 

6 

10 

20 

40 

100 

k 200 

500 

1,000 

1,500 

5,000 

10,000 

50,907 

17,100 

9,600 

CONSUMPTION METER 
F o u s a n d  Gallons) - SIZE 

(Minimum Bill) 518 x 314" 

518 x 3/41' 

518 x 314" 

518 x 314'' 

(Average Sill) * 

518 x 314" 

1 " 

1 " 

2" 

2" 

3" 

3" 

6" 

6" 

(General Electric) Various 

(Salt Rivet Water Dist) Various 

(Shepherdsviile) Various 

1997 
PRESENT 
-- RATES 

$ 3.60 

7.59 

12.00 

18.76 

35 66 

74.86 

176.26 

365.06 

827.06 

1,631.26 

2,401 -26 

7,385.26 

12,635.26 

55,041 .I9 

19,944.00 

1 1,368.00 

1998 
PROPOSED INCREASE 

PROPOSED 
RATES 

$ 3.70 

7.78 

12.28 

19.16 

36.36 

76.31 

179 5.1 

371.86 

851 .a6 

1,687.01 

2,487.01 

7,686.26 

13,086.26 

57,181.47 

19,944.00 

11,388.00 

INCREASE 
AMOUNT 

$ 0.10 

0.1 9 

0.28 

0.40 

0.70 

1.45 

3 25 

6.80 

24.80 

55.75 

85.75 

301 .OO 

451 -00 

2,140.28 

0.00 

0.00 

- % 

2.78 

2.50 

2.33 

2.13 

1 96 

194 

1 84 

1 86 

3.00 

3.42 

3.57 

4.08 

3.57 

3.85 

0.0c 

0.0c 

Residential Customer 

P 

ENCLOSURE 2 
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t 20 LARGEST CUSTOMERS OF 
THE LOUlSVlLLE WATER COMPANY 

COMPANY 

3. F. Goodrich 

General Electric 

E.I. Dupont 

Ford Motors (VV’Port)* 

American Synthetic Rubber 

Metro Sewer District 

Protein Technologies 

Ford Motors (F‘VIy) 

Philip Moms 

American Synthetic Rubber 

Harshaw - Fibol 

United Catalysts (12 ST) 

Fischer Packing 

Lou Gas & Electric 

United Catalysts (Critt) 

Frito Lay Inc 

CahidelGraphite 

AC Distributing Co 

U.S. Naval Ord. Plant 

Brown Forman 

AVG MONTHLY 
CONSUMPTION 

CTG) 

87,156 

50,907 

28,704 

34,083 

25,982 

20,743 

21,063 

21,044 

15,952 

12,459 

17,272 

17,128 

9,357 

12,352 

1 1,962 

10,756 

8,826 

8,273 

6,063 

9.573 

PRESENT 
RATES 

$I 89,524 

55,041 

31 ,I 52 

43,709 

28,457 

28,141 

23,840 

23,767 

18,663 

15,268 

20,087 

20,228 

11,963 

15,162 

14,893 

13,384 

11,403 

10,678 

9,257 

12,187 

PROPOSED 
RATES 

$ 93,075 

57,181 

32,351 

45,145 

29,548 

29,fl47 

24,740 

24,665 

19,356 

15,823 

20,835 

20,896 

12,387 

15,712 

15,409 

13,865 

11,818 

11,073 

9,611 

12,625 

DIFFERENCE 
AMOUNT 

$ 3,551 

2,140 

1,199 

1,435 

1.090 

907 

901 

898 

693 

555 

749 

66 8 

424 

551 

51 5 

48 1 

41 6 

395 

354 

438 

.- % 

3.97 

3.89 

3.85 

3.28 

3.83 

3.22 

3.78 

3.78 

3.72 

3.63 

3.73 

3.30 

3.55 

3.63 

3.46 

3.60 

3.65 

3.70 

3.82 

3.60 

* ELEVATED SERVICE AREA 

P ENCLOSURE 4 oo367 , 
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0 

3 

6 

20 

20 

40 

100 

,) 200 

500 

1,050 

1,500 

34,083 

35,500 

8,600 

14,100 

6,150 

COMPARISON OF MONTHLY BILLS AT VARIOUS CONSUMPTION LEVELS 
(ELEVATED PRESSURE AREA) 

(METER CAPACITY) 

CONSUMPTION 
phousand Gallons) 

(Minimum Bill) 

(Average Bill) * 

(Ford Motor Company) 

(Mt. Washington) 

(No& Shelby) 

(Tayiorville) 

(West Shelby) 

METER 
- SIZE 

518 x 314" 

518 x 314" 

518 x 314" 

518 x 314" 

518 x 3 w  

1 " 

1 " 

2" 

2" 

3" 

3" 

Various 

Various 

Various 

Various 

Various 

1997 
PRESENT 

RATES 

$ 3.60 

8.16 

13.1 4 

20.66 

39.46 

82.46 

195.26 

403.06 

922 06 

1,821.26 

2,686.26 

43,709.20 

48,429.00 

11,673.00 

19,098.00 

8,410.50 

I998 
PROPOSED INCREASE 

PROPOSED 
RATES 

$ 3.70 

8.35 

13.42 

21.06 

40.16 

83.91 

198.51 

409.86 

946.86 

1,877.01 

2,772.01 

45,144.52 

48,429.00 

11,673.00 

19,098.00 

8,410.50 

INCREASE 
AMOUNT- 

$ 0.10 

0.1 9 

0.28 

0.40 

0.70 

1"45 

3.25 

6.80 

24.80 

55.75 

85.75 

1,435.32 

0.00 

0.00 

0.00 

0.00 

- % 

2.7. 

2.3" 

21  

1.9. 

1 7  

1 75 

I 61 

1 6. 

2.6 

3.01 

3.1' 

3.23 

0 01 

0.01 

0.0' 

0.01 

P 
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inclining Rate Structure 

Consumption 

0 I 1 1  
J F M A M J J A S O N D  

Months 

Inclining Rates 

$3 r 

1 2  3 4 5 6 7 8 9 10 

Gallons 

Monthly Bill Per fnclining Rates 

$400 
$350 
$300 
$250 
$200 
$150 
$1 00 

$0 
$50 f ~ 

J F M A M J J A S O N D  
Months 

P 00371 



Uniform Rate Structure 
___I --..I_ 

Consumption 

-7 
r 

$400 1 $350 
8 $300 

$250 
4 $200 -. 
3 $150 -: - 

$100 -- 
$50 - -  

I- 

$0 4 : - : .  . .  : i : : .  

7 
6 -- 
5 
4 -- 
3 
2 
I 
0 - T - ~ + ~ - - . t +  

-- 

.'- 

-I  

- -  
-- 

J F M A M J J A S O N D  
Months 

Uniform Rates 

1 2  3 4 5 6 7 8 9 IO 
Gallons 

..J 

Monthly Bill Per Uniform Rates 
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Declining Rate Structure 

Consumption 
.-I___ 10 T- 

9 t  t 

J F M A M J J A S Q N D  
Months 

Decllnlng Rate 
$3 -_II I 

1 2  3 4 5 6 7 8 9 10 
Gallons 

- -....----,- 

Monthly Bill Per Declining Rates 

$100 - -  
$50 - -  

$ 0 1  : : : : : : : : ’ 
J F M A M J J A S O N D  

Months 

-- 

P 

i 

! 

j 
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LOUISVILLE WATER COMPANY 

1997 RATE STlJDY FOR YEAR 1998 

DETERMINATION OF EXTRA COST ALLOCATlON PERCENTAGES 

I 

AVERAGEDAY 
MGD 

MAXIMUM DAY 
& 

MAXIMUM HOUR 
- MGD 

214 0 

YEAR 

I 988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 (FICST) 

Ten Year Total 

Average 

Ratio 

117.3 I 98.8 

111.4 152.3 164.7 

116.0 171.2 171.2 

120.6 172.3 205.4 

112.1 150.9 175.0 

116.2 155.2 170.0 

214.5 124.2 190.6 

122.0 173 1 

169.3 

202.0 

187.6 121 3 

124.0 

i.ia5.1 

177.8 20'7.6 

I ,711.5 

171.2 

1.4 

1,912.0 

191 2 

1.6 

118 5 

1 .0 

ALLOCATION PERCENTAGES 

BASE MAXIMUM DAY - MAXIMUM HOUR -- 

BASE/MAXIMUM DAY 

BASEYMAXIMUM HOUR 

69.2 

62.0 

30.8 

38.0 

SCHEDULE I 

1 
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ALLOCATION OF LOUlSVlLLE WATER COMPANY ESTIMATED NET OPERATlNG EXPENSE TO FUNCTIONAL COST COMPONENTS 
YEAR ENDED DECEMBER 31,1958 (IN THOUSAND DOLMS) 

ITEM 

SOURCE OF SUPPLY 

POWER AND PUMPING 
Zom Stntion, Pmwr 
Zom Stntion, m o r  
Cras~ent Hill Station, Power 
Cnrsant Hill Sbtion, CXhor 
B.E. Payno Station. Raw Wator. Powor 
B.E. Payno Station, Raw Wator. Other 
B.E. Payne Sta., Finished Wator, Power 
BE. Payne Sta.. Finishod Wator. Othor 
W n g  Pumping. Powor 
Boosting Pumping. Other 

Total Poiwr and Pumping 

14\ PURIFICATION 
Chemicals. B E Payno 
Chomieals. Crescent Hi;i 
~ur i~ io l t ior i .  mer 

Total Purification 

TWSMISSION AND DISTRIBUTION 
Transmission Mains 
Distribvtjon Main5 
Distribution Storago, Ros. 8 Yanks 
Sarvicas 
Melon 
Hydrants 

26) Transmlssion B Distribution Swblolal 
27') Porcont 
28) Goncral Transmission a n d  Distribub'on 

29) Total Transmission and Distribution 

X)) CUSTOMER ACCOUNTS AND SERVICE 
31) SupeM'sion 
32) Mebr Reading 
33) Customer Records 
34) Uncolioctod Accounts 
35) Miscellanwus Customer Accounts 

36) 

37) Subtotal 
38) Percent 

39) ADMINISTRATNE AND GENERAL 
40) Admlnistnhe and General 
41) Labor Related Overhad 
42) Lass: Opomting Expenses Applied 

43) Total Administrative and Genoral 

Totll Customer Accounts & Service 

44) Total 
45) Frw Wator in Lieu of Taxas 
46) Amortization 
47) Retitemont of Assots 

48) Total Operating Expenses 
49) W o r  Operating Income 

50) Net Operating Expense 

COMMON TO ALL CUSTOMERS 
NET ELEVATED EXTRA CAPACIM 

OPERATlNG SERVICE MAXlMUM MAXIMUM 
EXPENSE AREA EV\SE - DAY CUSTOMER 

52.44 36.31 16.13 

866.07 866.07 
427.14 
743.19 743.19 
43468 269.42 165.26 
113.98 113.98 
178.51 12361 54.91 
645.90 32295 322.95 
207,4'1 103.70 64 28 39.43 
180.86 171.82 9 0 4  
496.64 397.31 61.56 37.76 

295.76 131.38 

--.--.--_I_ I.--- 

4.294.38 995.78 2.869.87 f86.28 242.45 0.00 

977.05 977.05 
30854 308.54 

3,707.65 2.567.27 7.14038 

4,993.24 0.00 3.852 86 1,14036 0.00 0.00 

712 95 49366 21928 
1,789 04 1.108 87 680 16 

2309 2078 1 4 3  088 
1.126.75 1.126 75 

485 12 4-55 12 
293.26 290.26 

---.I_ - ~ - -  
4.427.20 20 78 1.603 57 219 28 971 30 1.611 87 
100.00% 047% 36.23% 495% 21 94% 36 4146 

5.05?.32 23.72 ! 830 44 __ 250.25 1,108.45 1.839 4 7  

9,479 52 4440 3.43441 46953 2.07975 3.451.34 

201 12 
1,025 39 
3.983.47 

275 Do 
96.82 

I_-___ I_-__________- 

-- 5,581.80 5.581.80 

24.401.37 1.040.27 10.193.45 1.812.32 2.322.20 9.033.1 4 
9.52% 37.02% 100.00% 426% 41 77% 7.43% 

12,61053 
8.853 50 -- (12.262.30) _____--- 

---I_--.--- 9.201.73 392.28 3.843.54 683.42 875.70 3.406.39 

33.603.10 1.432.55 14.037.39 2.495.74 3.197.90 12.439.52 
963.70 963 70 
(e0.w) (80.90) 

- - ~ -  750.00 .--- 232.43 142.57 375.00 

35,235.90 1.432 55 15.152 62 2.495.74 3,340.47 12.814.52 
I1 .W3.78) 13.01 1.33) (4,015.10) 

31.220.80 1,43255 15.152.62 2.495.74 2.336.69 9.803.20 

- . - _ _ _ . _ . ~  

L 

Schedule 2 
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ALLOCATION OF LauiswuE WATER COMPANY ESTIMKTED DEPRECIATION EXPENSE ro FUNCTIOW COST COMPONENTS 
Y W  ENDED DECEMBER 31,1998 (lN THOUSAND WUARS) 

Land lrnprovemenh and Buildings 
Basins and Ground Storage 
Standpipes and Elevated Storage 
High S B N ~  Pumps and Equipmenl 
3ocuior Pump Equipment 
Miscellaneous Pump Equipment 
Sludge 0i-l Equipment 
Purification Equipment 
Transmission Mains 
Disbibution Mains 
M&Ki 
Services 
Motel Installations 
Fire Hydrants 

15) Sub-total 
16) Perwnt 
17) &UWal and mor Equipment 

18) 1997 Budgeted Depreciation 

COMMON TO ALL cusrahms 
TOTAL EI.EVATED EXlRA CAPACIM 

DEPRECIATION SERVICE MAXIMUM MAXJMUM 
EXPENSE - ARFA B/rsE c__ DAY - IiOUR CusrorAEQ 

a95.57 17.31 614.97 203.07 13.48 49.73 
35924 248.75 110.49 
162.42 43.90 13 46 45.06 
2a4.84 19.21 128.54 57.09 
34.93 24.17 6.67 4.09 
48.65 33.69 14.96 
64.48 m.48 
536.44 371.44 165.00 

2.122.63 1.469.76 652.87 
1.971 ..a2 1.222.1 6 749 66 

357.76 357.76 
1.302.41 1.302.41 

447.05 447.05 
409.90 - 409.X, 

I- 

~ ~ a . 1 4  104.59 4,233.92 1,2w 49 1.222.1 9 2.156.95 
100.00% 1.17% 47.4% 13.46% 13.70% 24.19% 
2.092.34 24.54 __ 993.35 281.65 286.75 m.05 

11.010M 129.12 5.227.27 1.482.14 1 .M8.93 3E63.0I 

Schodulc 3 

P i 
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ALLOCATION OF ESTIMATED LOUISVILLE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN-PROGRESS 

(THOUSAND DOLLARS) 

land 
Land Improvements and Buildings 
Basins and Ground Storage 
Standpipes and Elevated Storage 
High Service Pumps and Equipment 
Bwster Pump Equipment 
Miscellaneous Pump Equipment 
Sludge Disposal Equipment 
Purification Equipment 
Transmission Mains 
Distribution Mains 
Meters 
Services 
Meter installations 
Firs Hydrants 

Sub-total 
Percent 

Gon. Plant & Unamortized Capital Charges 

Total Plant 
Other Rate Base Items (1) 

Sub-total 
Contribihons and Grants ( 2 )  

Total Net Plant investment 

Annual Return @ 9 58% 

ELEVATED 
NET PLANT SERVICE 

INVESTMENT AREA 
4,827.66 133.83 

34,449.55 448.15 
9,866.34 
5,457.51 1,711.29 
6,127.01 543.55 
1,025.46 733.14 
3,510.21 
1,704.07 

18,576.16 
146.269.67 

-- COMMON TO ALL CUSTOMERS 
UCTRA CAPACIN 

MAXIMUM MAXIMUM 
HOUR CUSTOMER -- -- BASE - DAY 

3,286.70 
23,808 37 
6,831.71 
2,321 .% 
3.8G5.13 

ia1.18 
2.430.56 
1.704.07 

12,862.62 
102.665.77 

1,069.28 72.05 265.79 
7.745.73 521 .s6 1,925.36 
3,034.63 

1,424.26 
1,717.33 

711.14 
1.079.65 

5,713 54 
45.603 90 

102:856.67 63i752.15 39.104.52 i 
2,887.58 2.887.58 i 

40.176.18 40,176.18 
13,588.90 13.5889l i 

16.854.21 ._ 16.as.21 _I -- 
4 in , in , i8  3.569.96 223,711.21 6 5 , ~  K 58.088 14 50.843.02 

1 0 . ~ . 0 2  94.92 5,948.16 1,753.89 1.544.46 1,564.57 

59,632 62 60.408.39 
9.451.20 -__ 82.26 5.154.70 1.519.93 1.338.45 .___ 1,355.86 

430.534.40 3.74’7.14 234,814 07 69.237.@8 60,971 07 61.764.25 
(132.149.10) - (52,E90.51) (12,396.92) (15.323.52) - (51,538.15 ’ 

238.385.30 3,747.14 181,923.56 56,840.96 45.647.55 

100.00% 0.87% 54.54% 16.08% 14.16% 1435% : 

421,083.20 3,664.88 229.659 37 67,717 95 

- 

10,226.<0 

28,555 31 358 9a i 7.42828 5.445 36 4,373 03 975 E6 

1 Line 20, “Other Rate Base Items”, includes: Materials - S3,500,MM, Prepayments - $250,000. 
and Working Capital - 55,701,200 for a total of $9,451,200. 

2. Une 22, “Conbibdons and Grants”, exdudes federal government grants of $3,550,900. 

P 

i 
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M,WMUM DAY AND M A X M U M  HOUR DEMAND FACTORS 
1996 Rate Study for 1997 

i' 
MMIk4UM DAY/ MAXIMUM HQLJR DEMAND DATA 

l--_l_-.-l-- ...- --...---- 

A 
1 
2 
3 

B 
1 
2 
3 

C 
1 
2 

L) 

Residential 
Small 03 
Medium 4-6 
Large Over 6 

Commercial 
Small 0-20 
Medium 21 -1,503 
Large Over 1,500 

Industrial 
Small 0.1,500 
Medium 1,500-1 0,000 
Large 10,001 - 20,000 

Utility All 

Ratio Max. 
Day ta 

Avg. Day 

9b 

1.22 
1.67 
1.89 

1.77 
1.47 
1.61 

1.58 
1.31 
1.41 

1.43 

NOTES: 
Demand Fac'ors are being revised. 

Consumption data io saiculate demand factors is bring obtained from 
representives d a!! customers classes. 

A phase in period ci: Five (5) years is bsing used bsfore exclusive 
use of consumption data to calculate factors 

For 1997: Demand Factors were calculated as follows: 
60% weight to w m n t  factors ( I  995 and prior) 
40% weight to new consumption data. 

P 

Ratio Max 
Hour to 

Max. Day 

% 

'I .4'7 
1.49 

1.86 
2.03 
1.67 

2.05 
1.57 
1.30 

1 5G 

Ratio Max. 

Avg. Day 
nour to 

% 

1.61 
2.10 
3.07 

3.08 
3.16 
2.69 

2.79 
2.98 
I .85 

2.22 

Schediile 5 
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CONSUMPTION BY CLASS 

CUSTOMER CLASS 

RETAIL 

1) RESIDENTIAL 
2) Small 0-3 Gals. 
3) Medium 4-6 Gals. 
4) Large over 6 Gals. 

5 )  COMMERClAlJMUNfCiPAL 
6) Small 0-20 Gals, 
7) Medium 21-1,500 Gals. 
8) Large 1.501-5,000 Gals 
9) Large 5,001-10,000 Gals. 

10) Extra Large Over 1: 0,000 Gals. 

11) INDUSTRIAL 
12) Small O-I,50O Gals. 
13) Mediiim 1,501-5,000 Gals. * 
14) Large 5,001-10,000 Gals. 
15) Large 10,001 -20,OOD Gals 
16) Heavy Over 20,000 Gals. 

I 

17) SUB-TOTAL (RETAIL) 

18) UTILITY 

19) TOTAL 

- Forced Step 

Annual 
Consumption 

6/30/97 

755,420.4 
4,343,505.6 
9.6 10,778.4 

I4,709,704.4 

1,082,667.6 
10,028,493.6 
2,002,356.0 
1,019,988.0 
1,469,19a.q 

15,602,695.2 

476,215.2 
876,960.0 
768.372.0 

4,091,473.2 
- 0.0 

6,213,020.4 

36,525,420.0 

36,525,420.0 

Percentaqe --. 

5.1 4% 
29.53% 
65.34% 

100.00% 

6.94% 
64.27% 
12.83% 
6.54% 
9.42% 

100.00% 

7.66% 
14.11% 
12.37% 
65.85% 

0.00% 

100.00% 

Budgeted 
Consumption 

.- I998 

765,706.6 
4,402,649.2 
- 9.741,644.2 

1431 0,000.0 

1,030,438.2 

1,905,759.6 
970,782.4 

1,398,314.3 

14,850,000.0 

9,544,705.5 

474,450.7 
673.71 0.7 
765,525.0 

4,076,313.5 - 0.0 

6,190,000.0 

35,950,000 0 

1.050,OOO.O 

37,000,aoo.o 

Companion to 

Schedule 6 
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LINE 
NO. - 

UTlLtN RATE 

ALLOCATION OF LOUlSVlLLE WATER COMPANY ESTIMATED tJFT OPERATING W E N S E  TO FUNCTIONAL COST COMPONEWS 
YEAR ENDED DECEMBER 31. 1996 (IN THOUSAND CSCLARS) 

_I ITEM 

1) SOURCE OF SUPPLY 

2 )  POWER AND PUMPING 
3) ZomStation,Pwr 
4) Zom Stabjon. 0 t h ~  
5) crescent Hill Station. P W  
6) Cresant Hill stetloo, Mher 
7) 
8) 
9) 
10) 
11) Boosflng Pumping. Pmw 
12) Bomting Pumping. Olher 

13) Total Pwer  and Pumping 

14) PURIFICATION 
15) Chemic&. B E Pave 
16) Chemicals, Crescenl Hill 
17) Pucifcalion, Olner 

18) Tdel Purification 

19) TRANSMISSION AND OISTRI81!7'lCN 
20) Transmission Mains 
21) Dislribulion Mains 
22) 
23) Senices 
24) Mclers 
25) tiydmnts 

Transmission 8 Dislnbution Subtotal 
Pwcent 

28) General Transmission and Bstnbulion 

29) Told Transmission and Dislnbutlon 

30) CUSTOMER ACCOLJNTS ANC SERVICE 
31) SUpeM'SiOn 
32) Meter Reading 

Z i {  Uncoilectcd Actdunis 
35) Miscellanms Customer AcmunlS 

36) 

37) Sublotal 
38) Percent 

39) ADMINISTRATIVE AND GENERAL 
Adrninismlh'c and Geneml 2; Labor Related Omhead 

42) Less: Operating Er*pcnses kpplic? 

43) Total Administratkc and Geneml 

44) Total 
45) Free Water in Lieu of Taxes 
46) Amortiballon 
47) Retirement of A w l s  

48) Totai Operating Expenses 
49) Other Operating Income 

50) Ne1 operating m n s c  

B E. Payne Station, Raw Watec. Power 
B.E Payne Station, RRW Waler, Olhef 
B E Payne Sla., Finished Water. Power 
B E. P a v e  Sla.. F'inished Waler, Other 

Oisrribulion Storage. Res & Tanks 

Customer Records 

Total Customer Amunls 8 SeMce 

XJSTOMERS 
v COMMON TO 

52 44 3631 1613 

666 O i  
427.14 
743 19 
534 68 
17398 

866 07 
29576 131 38 
743 19 
263 42 
113 98 

165 26 

178 51 12361 5491 
64590 32295 32295 
20741 10370 64 28 39 43 
18086 171.82 9 04 
496.64 39731 61.55 -.....- 37.76 

-I- 

4.29.: 38 995 78 2.869 67 186 28 242 45 0 00 

577 05 977 05 
308 54 308 54 

3.707 E5 - 2 567 27 1,140 38 - 
4 99'2 24 0 0 0  3 8 5 2 8 6  i 14036 0 00 0 00 

i i 2  95 69366 21928 
1 768 04 

1.126 75 1.126 75 
+E5 12 465 12 

290 ?E 290 2E .- 

1 789 01 
2305 20 76 1 43 0 88 

4.427 20 2076 295 09 21928 0 88 1.611 87 2.07330 
IOGOOH.  047% l i  18% 495% 0 02% 36 41% 46 57% 
5,05232 2371 58503 25025 1 0 0  1 639 S i  2.372 85 

51;?5? 4.:48 1.06009 46953 i 88 3,451 34 4 452 15 

201 12 
1 025 35 
3.985 47 

275 00 
45 62 - - - 

-- 5 587.50 5 5El EO -_ 
24 401 37 1040 27 7 819 13 1,812 32 244 33 9.033 14 4 . 4 2  15 
100 OOcX 4 26% 32 04% 7 43% 100% 37 021 76 25% 

1?"610 53 
8.653 50 

(12.252.30) 

9.201.73 392.28 2,946.55 , 663.42 92.14 3.406.39 1.6ie.91 

33.603 10 1.432 5$ 10,767.72 2.495 74 336 46 12.439 52 6.131 10 
963 70 963 70 
(60 50) (80.90) 
759.00 . 232.43 -.--- 142.57 375.00 

35,235 90 1,432 55 11.@&2 E.5 2,455.74 479 03 1 2 . e ~  52 6.ni.10 
(4.015.10) (3,011.33) (I ,003.78) 

33.220.80 1.43255 11.882.95 2.495.74 479.03 9.803.20 5.123.13 

Schedule 2 
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LINE 
NO. - 

UTII.lTY RATE 

ALLOCATION OF LOUISVILLE WATER COMPANY ESTIMATED DEPRECIATION EXPENSE TO FUNCTIONAL COST COMPONEt4TS 
YEAR E N M D  DECEMBER 3 1 ,  1996 (IN THOUSAND WLLARS) 

iTEM - 

1) Lend 
2) Land lmprwemenls and Buildings 
3) &sins and Ground Storage 
4) Standpipes and Elevaled Storage 
5) 
6) &mter Pump Equipmen! 
7 )  Misceilanwus Pump Equipmenl 
8) Sludge Dispsal Equipmen! 
9) Piiriftcalion Equipment 
10) Transmirsion Mains 
11) fJiiributiGn MdhS 
12) Mders 
13) S d C e S  
14) Meter Installations 
15) FireHydrants 

16) SUMOtal 
17) Percent 
16) General and Oher Equipment 

19) TOTAL 

High $&a? Pumps and Equipmenl 

COi.(MON TO ALL CUSTOMERS 
COMMGNTO 

UEPREClATlO SERVICE MAXIMUM MAXIMUM ONLY RETAIL 
EXPENSE CUSTOMER CUSTOMERS 

OClRA CAPACIN TOTAL ELEVATED 

BASE 

695 57 
359 24 
162 42 
204 84 
34 93 
48.65 
64 48 
536 44 

2.122 63 
1,971 82 
357 76 

1,302.41 
447.05 
409.90- 

1731 61497 20007 13 48 49 73 
24875 11049 

43 90 73 46 45 06 
1921 12654 5709 
24 17 6 67 4 09 

3369 1496 
64 48 
371 44 36500 

1,469 76 652 67 
‘1.571 62 

357 76 
1,302 41 

447 05 
409.90 -- ~ 

8.910 14 10459 3011 76 1,20049 62 63 2 156 95 2 381 72 
iouao% i 17% 337751 13 46% 0 70% 24 19% 26 71% 
2.09234 2454 70661 281 65 14 69 5060E . 558 79 

11.010 48- 129 13 3 71837 1.482 14 77 33 2 E63 01 2 943 51 ._I - 
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UTILITY RATE 

ALLOCATION OF ESTIMATED LOUISVILLE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN-PROGRESS 

FHOUSAND DOLViRS) 

Land 
Lend lmprovemonb and Ecuildings 
b i n s  ond Ground Storage 
Standpipes and Elovated Storago 
High Senria Pumps and Equipmont 
3ooster Pump Equipment 
Miscolbnwus Pump Equipmont 
Sludge Disposal Equipment 
Purification Equipmont 
Transmission Mains 
Distribution Mains 
Metors 

Metar installations 
Firo Hydrank 

S0MC;OS 

Sub-total 
Petwnt 

Gcn. Plant & Unamortized Capital Chargcs 

Total Plant 
Other Rata Baso lloms (1) 

sub-toial 
Contributions and Grants (2) 

Total Not Plant lnvostrnont 

Annual Relum @ 9 58% 

ELEVATED 
NET PLANT SERVICE 

COMMON TO ALL CUSTOMERS 
EXTRA CAPACIN 

MAXIMUM W I M U M  
COMMON TO 
ONLY RETAIL 

HOUR CUSTOMER CUSTOMERS INVESTMENT _I_- 

4,827 66 
34.619 56 
9,866.34 
5.457.51 
6,127 01 
I .025 46 
3.510 21 
1,704 D7 
’18.576 16 

148,269 67 
102,856 67 

2.887.58 
40.1 76.18 
13,588 90 
16.641.21 __ 

13383 2,817.58 
448 15 20,41016 

6.831.7 1 
1.711 29 2.321.96 

543.55 3,866.13 
733 14 181.18 

2.430 56 
1,704 07 

12,662.62 
102.665.77 

889.91 107.15 879.19 
6.446.36 776.15 6.368.74 
3.034.63 

1.424.26 
1,717.33 

111.14 
1.079.65 

5.713.54 
45.603.90 

102.856.67 
2.897 58 

40,176 18 
13.586 90 

1 6 . 8 M . Z I  --. 
410.177 19 3.569.96 156,091.75 64.485.33 2,418.69 63.990.59 119.710 88 

100.00% 0.87% 38.05% 15.72% 0.59% 15.56% 29.19% 
10.9G6.02 94.92 4.1%- 1.714.57 1.699.02 3,182S4 

421.093 21 3.664.88 160.242 00 66.199.90 2.463.00 65,599 61 122.893 82 
9.451.20 82.26--, 3.596.63 1,485.85 55.73 1.472.38 2.758 3 5  

67,071 99 125.652.17 
(24,183.29) (51.538.15) (56.427.67) 

64.31 __--- 

430,53441 3,747 14 163.638.63 67.68575 2.538 73 
(1 32.1 49. IO) ----- - 
298.365.21 3.747.14 139.655.35 67.68575 2,538.73 15.533.ed 69.224.50 

28.585.31 358 96 13.378 98 6,484.30 243.21 1,388 14 7.164 74 

I .  Lino 20, ’Olhor Rato &sa Noms’. includos: Matorials . $3.500.000. Prepayments - S250.000. 
and Working Capilal - f5.701,203 for a total of 59.451.200 

2. Lino 22. ‘Conlriblrtions and Grants”, oxcludos fcdcral govcrnmenl grants o! $3,550,900 
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Louisville Water Company Update 

December 1 1, 1997 - Thursday - Rob Miller called from Portland, Oregon. 
He wanted me to know that he was progressing on the pricing model. He 
wants to have a conference call with Jack and me on Friday, December 19, 
1997 in the afternoon. 

I am faxing this to Jack Ober seeking his confirmation. Burgess & Niple 
fax: 614.451.1385 

c: Roy 
Linda 
Nick 

12/19/97 

Meeting with Bob Miller of Louisville Water Company 

Bob said a draft of his revised cost of service study should be ready by the end of the year. 

We explored three aspects of cost allocation: 
1, Update schedule 7 of his standard cost of service study. 
2. Consider the cost aliocation fiom the perspective of Kentucky-American connecting to one 

transmission conridor. 
3. View the allocation as if Kentucky-American leases an increment of plant. Bob said in this 

casc, it should be viewed as the holistic approach. We would not be able ta pick and choose 
different parts. 

- 

Regarding rate design, Bob suggestcd we explore a flat rate and also an inclining block rate- 

An aside: I told Jack Ober 1 would start feeding him information related to the demand study. 

Bob and I talked first and then got Jack on the phone. 

Bob said he made the assumption that there would be no max hour peak. 

Jack asked for a map of the transmission system. 

Jack reiterated that the rate should not inciudc distribution mains, hydrants, services, meters, etc. 

We talked again about schedule 4 being based on gross plant without consideration for 
depreciation. This would increase the rate basc. Bob said he would reconcile the numbers to our 
satisfaction. 

After Jack gets the draft, he wilt study it for B week or so and then we will meet again. 

lwccont 
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Another aside: Bob chairs the finance, accounting and management controls subcommittee of the 
financial management committee of the management division of AWWA. He wanted to know if 
I would like a place on that. I told him I would talk to Joe Hartnett to see how that fit into our 
corporate strategy. 

He said American could probably have a couple of spots on this subcommittee. 

Bob and I set up tentative plans for me to go to Louisville and shadow him for a day. He wanted 
to know if 1 wanted to be there for a hair on fire day or a day when we could spend more time 
together. His board meets the second Tuesday of each month. He suggested a day after that. 

He suggested that when we consider what we want in the contract, we should focus on the 
interests we are trying to protect. 

Also, in the recital part of the contract, he suggested we try to spell out the intent for our 
successors. 

January 21,1998 -Wednesday -Bob Miller called at about 7:30p, He wanted to make sure I 
had received his e-mail. I told him I had and that I had responded. 

Note: When the project starts, if it is done under traditional ratc making practices, we will be 
accumulating a significant amount of AFUDC. Seeking incremental rate increases would ease 
the strain on cash. Minimizing construction in other areas, if feasible and practical, would also 
ease this strain. 

LWC Contract Update 

) - 
I 

February 26, 1998 -- Thursday -. Ed, Mark, Stacy and I met with Bob Miller. Iie walked us 
through tl 17-page “draft” presentation explaining wholesale rate alternatives. 

The plant capacity of LWC is 240 MGD, In 1997, LWC sold 38 billion gallons. 

Bob’s proposal is based on the fact that LWC has available reserve capacity. 

He mentioned Tom Taylor as someone who is excellent in demand studies. 

Bob mentioned that LWC is sales bx exempt and could purchase the material for Jefferson 
County without sales tax. 

Hc said that under this proposal, they wouId be looking for a reserve capacity that accurately 
reflects the expected usage. 

He advised us to determine under what conditions we would want LWC to waive the 
establishment of a peak - conditions such as major main breaks, fires, but obviously not 
extremely dry weather. 

lwccont 
P 00388 ! 



i’ 

He advised that George RaAeilis is the chair of the rates and finance committee of AWWA (or a 
position something like that) and that he has recently published a document we could use to 
benchmark wholesale rates. 

March 4, 1998 -Wednesday - Ed, Mark and I spent about two hours with Jack reviewing his 
notes on the cost of service study. Some of the questions Jack has are: 

Is accumulated depreciation being removed from the utility plant in the calculation for return on 
net plant investment? 

What is the reason for the system development charge? 

If the main is up-sized, haw wit1 the cost allocation be handled? 

There is a set of numbers identified as “common only to retail.” We are not sure how these fit 
into the calculations. Have they been removed for the rate that is proposed for us? 

Jack asked about the customer cost. I-Ie feels this is too high on Bob’s analysis. I explained to 
Jack that Bob’s numbers are estimates and I told him I felt certain that the actual cost would be 
based on the actual number of meters. Linda said we would likely have 4-5 8” meters and 
probably 2 6’ meters of the compound type. She suggested we could put in only the minimum 
number of meters at first and then add in increments as needed. 

We need to evaluate the standard utility customer rate vs. the reserve capacity rate. 

h b ’ s  proposal regarding the reserve capacity rate includes what amounts to a penalty when we 
establish a new max day, We should took at a penalty rate as an alternative or we could operate 
with a 5-year rolling average or some similar mechanism. Haw we would establish the penalty 
rate is an issue. 

111 

) 

We need to see what LWC is projecting long term for system growth. What do Linda’s 
population numbers show? 

March 5, 1998 - Thursday .- I called Jack at home at around 8:30p to review some of his 
calculations. We reviewed some of the numbers and discussed alternatives. Jack was hampered 
because he did not have the schedules with him, 

At about 9:30p, I called Bob Miiler at home to discuss some of the questions with him. I asked 
him about the “common to retail only,” and the net plant investment (does this include 
depreciation?) and he tald me we could have a conference call Monday where he would have 
someone available to discuss these issues. Bob said he was 99% sure the figure was net plant 
\Kith depreciation deducted. 

By Monday or Tuesday he said he would have a worksheet for us to use to run various usage 
scenarios under the reserve capacity method. This would include the range of rates from $.75- 
$1.03 that he showed us in our meeting on February 26. He said he would also have a 
benchmark calculation, which would show our consumption in their wholesale rate. 

lwccont 
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Bob told me that his board was having a special meeting on Tuesday, March 10 to discuss the 
contract. They are going to talk about rates and all issues. It will be a closed session since it 
involves a negotiation. Bob, John Huber and Greg will be there along with the board. 

Bob will be leaving for Portland on Thursday, March 12 and will be back on Sunday evening. 

March 6,  1998 -Friday - Jack called this morning to discuss the issues with the schedules in his 
hand. We also got Linda on the phone. 

Regarding the reserve capacity method, Jack questioned whether Bob had included too much for 
return on plant. Do some items need to be removed that will not be used by wholesale 
customers? Jack mentioned that this is where we are allocated 6/240 of the plant. This raises the 
issue of what the true plant capacity is. Jack said supply and WTP should be included. 

We thought of language that could say, “As long as there is -% of available capacity, there 
will be no penalty rate.” 

Jack is going to recalculate the rate looking at KAWC as a customer class. Linda advised that 
the average demand is projected to be 2.136 MGD. Jack questioned the max day and max hour 
rates used by LWC as to their applicability to KAWC. Linda said that the max day ratio would 
be 1.4%, except for a 20-year event. We should consider some language that would exclude a 
2Oyear event, etc. 

I 

lwccont 
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Louisville Water Company News 

November 14, 1997 -- Friday -- Bob Miller cailed at 5:SSp. He apologized for not getting back to 
me sooner but he said he had been busy with budgets. He said he would send a copy of his 
completed budget. Also, he cold me he had been working on a response to Tom’s letter. 

Prior to meeting next week I told Bob I would like to have a teleconference involving Jack Ober. 
We set Monday, November 17 at 2:30p or Tuesday, November 18 at I .OOp. 

For a meeting, we chose either Thursday, November 20 in Louisville or Friday, November 2 1 in 
Lexington. 

Bob told me that he had good news regarding the river bank filtration project. It appears tbat this 
is very feasible and will not catise a large rate increase. 

C :  
RQY 
Linda 
Jack Ober (fax) 

lwccont 
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LOIJISVILLE WATER COMPANY 
435  S O U T H  T H I R D  S T R E E T  - L O U I S V I L L E ,  K E N T U C K Y  4 0 2 0 2  

Ms. Linda Bridwell 
Kentucky-American Water Company 
2300 Richmond h a c !  
Lexington, Kentucky 40502 

Dear Ms. Bridwell: 

The enclosed article appeared in the November 4 edition of The Cotwier Journal. 
Z thought it might be of some interest to you. 

Sincerely, 

Vice President-Chief Engineer 

enclosure 

An &qual Opportunity Employer 
P 00392 
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bw”’‘+c-c ,& fieL . -.y> =- Kentucky-Americtln Water Company 

2300 Richmond Road * Lexington, Kentucky 40502 - (606) 269-2386 Fax (606) 268-6327 
I -  

November f 1, 1997 

Mr. Robert K. Miller, Vice President of Finance and Treasurer 
Louisville Water Company 
435 South Third Street 
Louisville, KY 40202 

Dear Bob: 

Tom McRifrick has been promotcd to another position in the Company and will no longer be 
availabfe to work on the project with us. We have retained the services of Jack Ober of Burgess 
& Niple Limited, 5085 Reed Road, Columbus, Ohio 43220 to assist us in future contract 
negotiations. 

Tom, Jack and I discussed the project by phone today and established a broad schedule for going 
forward. Our objective is to have an agreement by the end of this year. Obviously, ail ofthe 
numbers will not be available to arrive at a final rate but we should be able to agree on the 
method of allocation to arrive at the rate for Kentucky-American. 

Jack and I would Iike to come to Louisville the week ofNovember 17 to meet with you for the 
purpose of acctimating Jack to the project and to discuss in detail your proposed basis far setting 
the rate. - i 

We would like to begin our final negotiations the week of December 8. 

Please let me know when you can be available and also let me know what other approvals are 
needed on behalf of Louisville Water Company and the time frame far such approvals. 

I look forward to hearing from ~ Q U .  

Very Truly Yours, 

Business Manager 

C: Roy Mundy I1 
Linda Bridweli 
Tom McKitrick 
Jack Ober 
Lindsey W. Ingram, Jr. 

1 
. _.- 

Iwccant 

Equal Opportunity Empkyer P 
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SEN' BY :609-439-8400 

i 

i 9-25-97 ; 2:05PM ; AMER I CAh! FATER- 

1 

6062686374 ;g 2.l 2 

Linda Bridwell, Coleman Bush 1 U T o  

From Torn McKiuick'm, f,P- e ru L' ;& 
Dateirime 9/24/97 at tO:05AM 

Subject Review of Louisville Water Company's (LWQ I996 Cost of Service 
Study 

@+-- I have made a preliminary review of LWCs Cost 91 Service Study. 
In order to formulate comments I would like to have some additional 
informacion, as fotlows: 

1) PIWC Description of existlng plant, ximitar to our own Plant 
Deraiption Eook A 4' 

2) Detailed statement of 0 & M Expenses 

3) copy of most recent &qreciation Study. including detailed 
schedules showing vintage plant balances by Utility Plant 

Account 

I am formulating some sugestions tor adjusting the Cost of Service 
Study as well as the System Development Charge Scudy ro mako diem 
more rdlective of KAWC's unique chamcaristics as a Wholesale 
astomel-. 

P ,00395 
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Ilo&,.cRpa -+ Ken tuc ky-A mer ican Wii te r Cornpa ny 

2300 Richmond Road Lexington, Kenlucky 40502 (606) 269-2386 Fax (606) 268-6327 

Linda C. Brldwell, P.E. 
Engiacering Mnnxigcr 

September 19, 1997 

Mr. Greg Heitzman 
huisville Water Company 
435 South Third Street 
Louisvilfe, Kentucky 40202 

RE: Water Supply Project 

Dear Greg: 

Obviously there are a number of debils we will need to work out over the next few weeks as dcsign 
gets under way. Some ofthe items that I would like to discuss next week at our meeting include: 

0 

0 

0 

First booster station site, ownership and operation; 
Maiiimum, minimum and average pressures at the ranges of flow rates in my May S letter at the 
point of the meter; 
The Louisville distribution system from the English Station booster to the metering point; and 
Concurrent design work, possibly by the same team. 

- 
I imagine this will be enough to keep us  busy. I was hoping we could get a map of your system &om 
English Station out and some water quality data, including the maximum, average and niinimurn 
values of pH, alkalinity hardness and total and free chlorine residuals. Also, we would like to know 
how frequently your system is flushed, if free chlorine is used during flushing, which cormsion 
inhibitor you are using, typical maintenance and passivation dosages and the corrosion rates 
(maximum, average and minimum}. 

Tom Friley, our project engineer, and Dave Reves, a senior design engineer from our corporate 
engineering group, will be corning with me next week. We are looking forward to meeting with you. 

Sincereiv. 

Linda C. Bridwell, P.E. 
Engineering Manager 

c: T. A. Friley 
D. M. Reves 

P 00396 



September 12, 1997 - Left a message for Toni at 1 1  :Ma. I want to follow up with him on the 
items he as to work on. 

September 18, 1997 - I talked to Torn. He is starting on this project taday and should have 
sometiling in a couple of days. He asked that Linda think about the sensitivity criteria in terms 
of inode of operation. He also suggested that we start to flesh out some of the contract issues, 
get out comments down and then have Lindsey rcview. 

lwccont 
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August 22, 1997 Friday Linda, Tom McKitrick and 1 met with Bob Miller of LWC to talk 
strategy. Bob said LWC had done a lot of work re knowing and understanding dernand factors. 
They started really digging into this 2-3 years ago using an in house concept with certain sample 
sites. They are now phasing these demand factors in and will do so over the next five years. 

Eric Rothstein with Ctil2Mhill is providing guidance. 

They will constantly update and roll into rates. They are capturing data from 200-300 residential 
sites. They have done this by metering neighborhoods. 

?hey will have this up to its Full potential by the time the contract goes on line. 

Bob said, “You can get very attractive rates when you manage demand. You will only be on our 
base load and not on our peak load. You will more t l m  likely have a rate class unto yourselves 
which will probably he our lowest rate.” 

6-7 years ago when Bob became CFO, he talked to engineering and they told him that they 
needed firnds to meet WQ regulations and to replace infrastructure. He built in a I I 1- 1.2% factor 
to accomplish this. This infrastructure component of rates will phase out over the next 3-4 years. 

Bob said that i n  dealing with KAWC, his board is committed to the idea of, “‘fliis is another 
customer” rather than, “We’ve go to take care of our customers first.” 

Bob said that we could be involved in building the booster stations, even if LWC owns. 

Bob said they are interested in recovering costs and also earning a profit. They watch 14 
investor owned water utilities, uses a S-year moving average and pegs the rcturn at 1% less. 
American makes up 3537% of the mix. They only use net income from ordinary operations. 
They pay out 60% in  dividends. 

- ,) 

Bob said the MI methodology suits their long-term strategy very well. Hc indicated chat they 
coutd be pretty flexible in setting rates. 

Torn asked, “Some fixed cost component plus 3 commodity charge?” 

For the LWC side of the piping, Bob said they could float a special bond issue and on this part 
they could set a cost with no profit component. 

Bob wanted to know if we would pay sales tax on the water. 1 told him we would not since it is 
for resale. 

Tliey do have SDC’s but the larger size is negotiable. 

We need to provide and end point for Bob for his schedule. We agreed that we would try to be 
finished in December 1997. 

We are flexible on the term. Tom suggested from 40-75 years. 

P 



Bob said predictability would be high regarding rate increases because they would have a strong 
cornmtrnicatiori plan. 

Bob said they were firm in that they wanted to keep their customers. “We have to he approached 
first by a wholesale customer before we serve them.” 

Next steps: 

Bob: 

Timeline 
Language changes 
Workable copy of the rate study 

Tom: 

Revicw rate study 
Review SDC’s 
Providc contract comments 
Supply sensitivity criteria for changing the model 

P 



MEETING WITH LOUISVILLE WATER COMPANY 
August 22,1997 

L a b  & 
& L e a  

i 

1. 

J 2. 

3. 

4. 

J 5. 

6. 

7. 

8. 

INTRODI JCTIONS 

UPDATES 
a) PSC 
b) Easements 
c) Design 

FACILJTY REQUIREMENTS 3 
a) Demands 
b) Booster Station 
c) Meter Location 
d) Louisville Side Pipeline- 

COST ANALYSIS CONSIDERATIONS 
a) Commodity Rate 
b) Meter Charge 
c)  Elevated Surcharge 
d) Preliminary Fees 
e) Rate Coilsiderations 

F I " G  CAPITAL IMPROVEMENTS 

GENERAL, CONTRACT PROVISIONS 

b) Conmodify Rate Increases 
c) Future Capital Improvements 

a) Term d %'"&-. 543-73-p 

SCI-IEDULIE 
a) Pipeline Construction 
b) Finalize Agreement 

FOLLOW-UP ACTXVIrXES 

.. 
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To: Tom McKitrick 

CC: Roy Mundy, Linda Bridwell, Toni Friley and Bob Miller (Louisville Water Company) 

From: Coleman Bush && .zg/rz_l 
Date: 08/ f 5/97 

Re: Meeting with Louisville Water Conipany regarding wholesale rate 

Tom, this memorandum is to c o n f m  our mecring in Lcxing~on on Friday August 22, 1997 to discuss 
the development of a wholesale water rate for water purchased from Louisville Water Company. The 
meeting will start at I1:OO a m  

Mr. Robert K. Miller, Vice Prcsident of Fin'wce and Treasurer of Louisville Water Company will be 
at the meeting. Greg Heitman, Vice President and Chief Engineer of Louisville Water Company has 
also been invited to attend. 

Linda Bridwell and Torn Friley will also be representing Kentucky-American Water Company. 

Tliank you for your assistance. 

P 00402 , 



Roy W. Mundy Y I  
Vice Prcsideni & lllnnnger 

TO: Linda Bridwell 
Tom Friley 
David Whitehouse 

DATE: Juiy25, 1997 

SUBJECT: Contract with Louisville Water Company and Right-of-Way Issues Concerning 
Water Supply Project 

During our recent Board of Directors Meeting, several questions were asked by board members relating to the 
status of both the water purchase contract with LWC and right-of-way issues concerning our water supply 
project. 

Linda, it is my understanding we are cumntly working with LWC in formulating a draft contract for water 
purchase as well as the associated facilities which will need to be installed to provide that water supply to us, 
and this draft contract should be forthcoming within the next month or so. Also, I know Coleman is pianning 
to meet with LWC rate department personnel and with Tom McKitrick in order to develop the best tariff 
scenaria for Kentucky-American Water Company per the unique demand scenario of this pipeline. Obviously 
both the contract and thc specific purchase tariff need to be completed as soon as possible as these will be 
main components in our certificate case which will hopefully begin in the very near future. - 
Another issue which was discussed is the alignment of the pipeline. I understand Tom Friley is more or less 
“refreshing” our initial pipeline alignment, verifying the gas line easement and assuring that the basic 
parameters that were initially recommended by Alvord Burdick & Howsen for this alignment are still in 
place. David Whitehouse and Jerry Anglin, the consultant we have hired to help us facilitate the right- of-way 
issues for the pipeline, should be meeting with county judge officials duringthe month of July, not only to 
acquaint them with the proposed alignment of the pipeline but also to receive their input regarding that 
alignment, ctc. 

If David, 3enry and Torn Friley have not met regarding the specifics ofdie alignment of the pipeline in order 
that they may discuss the issue with county judge exccutives along the route - this needs to be done as soon as 
possible. 

I would appreciate your informing me respectively of any issues which I have defined in this memorandum 
where dic status is different from what I have described. Again, I cannot overemphasize that we must move 
forward expeditiously with “nailjng down” so to speak these parameters in order to inctude them succinctly in 
our water supply certificate case. 

e: C. Bush 
S. Stockton 
B. Brown 

1 
.. . n:paNWSP-mcmo.doc 
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1025 Laurel Oak Road PO BOY 1770 boorhees, New jersey 08043 * (609) 336-8201 Far (609) 346-8371 

3 
john S: Young, Jr~, PE 
\ ice President - Engineering 
609-346-0250 

TO: Roy h4undy 
K.entucky-hierican Water Company 

FROM: J.  S. Young, Jr. 

DATE. June 12, 1997 

RE: Ohio River Supply Project 

,111 

M- E M 0 

Per o w  telephone conversation, the cnrineering tasks we would like to be authorized 
lo accomplish for the Ohio River Supply project by the end of September are: 

1 
2. Fina1iz.e pipcline route. 
3. 
4. 

Solicit and evaluate qualifications fi.oiii design consultants. 

Identify the frnnis) to be used for eascnient acquisition. 
Develop the design scopc arid criteria for the pipeline, pumping station(s) and 
tank(s) - (System Engineering). This will require defining the facilities to be built 
by Louisville Water Company. 
Finalize request for engineering proposals (RFP). 5 

Please notify me when we can begin these tasks. 

XC: R. J. Gallo - Region 
W. D. Morgan - Region 1 1 

.%......, 

P 00404 



Kentucky-Americon WBtcr Company 
! 

2300 Richmond Road Lexington, Kentucky 40502 (606) 269-2386 - Fax (606)  2684327 

Lindn C.  Rridwell, P.E. 
Enginecring hfnnnger 

May 5, 1997 

Mr. Greg Heitmian, PE 
Vice President-Chief Engineer 
Louisville Water Company 
435 South Third Street 
Louisville, KY 40202 

RE: Water Supply Project 

Dear Greg: 

As a follow-up to our March 20 meeting, 1 have reviewed our demand projection model and projected 
available supply. Based on our preliminary pipeline design and latest demand projections, we anticipate 
the following purchased water needs from the Louisville Water Company: 

Peak Day Demand 
,4vernge Day D e n i d  Deficit 

Year (MGD') m 
2000 2.136 7.73 
2005 2.136 1 1.24 
2010 2.136 14.76 
2015 2.136 18.02 
2020 2.136 2 1.28 

The average day demand is a projected base flow for water quality purposes. It assumes a six-day 
detention lime in the 277,000 feet of 36" pipe from the JefEenon County line to the connection point with 
Kentuchy-American's distribution systeni during the warmest six months o f  tile year to prevent 
nitrification. An eight-day detention time during the rest of the year is assumed.. Obviously there will need 
to be some operational adjustments once the pipeline i s  installed, and we would like to see the agreement 
allow for those adjustments. 

The maximum capacity needed will be the larger of either the drought average day demand deficit or the 
peak day demand deficit. In our current projection, this happens to be the drought average day demand 
deficit for all years. This would be a six month average need during a drought of record. Ihe peak day 
demand deficit is a projection of the treatment capacity deficit based on a peak day demand with a 95% 
confidence factor during any given year. 

Kentucky-American i s  projecting to design its construction based on the 2020 demand deficit, however, we 
understand that there could be some cost savings if the facilities that Louisville needs to construct can be 
phased in based on the increasing demands. 

Equal Gppofiuniry Employer P 00405 



LOUISVILLE WATER COMPANY 
1996 RATE STUDY = *  

FOR FY 1997 

* -  

L a  

P 00406 



/ --. t 

? f  

s i  

P :  

i :  

. .  .~ 

BOARD OF WATER WORKS 
RULES AND REGULATIIONS 
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WATER RATES 

7 3  

i i  

" '  

6.00 

6.01 

. .  _ .  
6.02 .: 7 

.. i 

LOUISVILLE WqTER COMPANY 
LOUISmLE, KIENTUCIKY 

BOARD OF WATER WORKS RULES AND WEGUTIONS 

Rates 
i 

For the purpose of classifjring revenues, and to provide far dflerent classes of rates, 
there shall be established seven (7) classes of customers and four (4) areas of service. 

The classes ef customers shalt be identified 85: 

Residential 
Commercial 
Industrial 
Fire Service 
Fire Hydrants 
Mu nicip af 
Wholesale 

The areas of service shall be identified as: 

Retail Service Area 
OC District formerly served by West Qldham Utilities 
BC District formerly served by BuIlitt Water Company 
KT District served by the Company through leased facilities 

The rate charge for metered water service shalt be comprised of three components 
except for municipal customers as defined in KRS 96.270 wha shall be served as 
provided therein at no cost to the customer and publicly owned fire hydrants: 

(1) A service charge based on the size of the meter through which the customer 
receives such service, and 

(2) A commodity charge based on the amount af water consumed, and 

(3) An elevated service area surcharge if applicable in Rule 6.02.3. 

P 00408 



6.02.1 Service Charge 

The service charge for classes of customers taking metered service and 
situated within the RetaiIServi'ce Area or the BC District or the KTDisfrict 
shall be charged in accordance witit the following schedule: 

f f  
i I .  
iu' 

Meter Size 

- ?  

i f  

" i  

i i  

518" x 314" 
1 If 
1 1/2" 
2" 
3 
4" 
6" 
8 'I 
10" 
12" 
16" 

6.02.2 Commodity Charge 

Service Charge 
Monthiy Bill 

$ 3.60 
$ 9.00 
$ 18.00 
$ 28.80 
$ 63.00 
$ 108.00 
$ 252.00 
$ 450.00 
$ 684.00 
$ 1,044.00 
$ 2,070.00 

The commodity charge for monthly usage for customers within the Retail 
Service Area or the KT District shall be computed in accordance with the 
following schedule. 

Thousand Gallons 
Per Month 

First 3 
Next 3 
Next 194 
Next 1,300 
Next 3,500 
Next 5,000 
All Over 10,000 

at $1.33 Per 1,000 Gallons 
at $1.47 Per 1,000 Gallons 
at $1.69 Per 1,000 Cdlons 
at $1.54 Per 1,000 Gallons 
at $1.37 Per 1,000 Gallons 
at $1.05 Per 1,000 Gallons 
at $0.99 Per 1,000 Gallons 

, 
P J  

.. ; 
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The commodity charge for montNy usage for customers within the BC 
District shall be computed in accordance with the following schedule: 

i 
5; 
i 

i 
I , 

Thousand Gallons 
Per mth 

First 200 at $2.25 Per 1,000 Gallons 
Next 1,300 at $1.55 Per 1,000 Gallons 
All Over 1,500 at $1.18 Per 1,000 Gallons 

i 

The commodity charge for bi-monthly usage for customers within the QC 
District shall be computed in accordance with the following schedule: 

Meter 
% 

Allowable Usage 
Thousand Gallons Arnount 

5/8" x 3/4" 
1" 
1 1/2" 
2" 
3" 
4" 

0 $ 10.00 
0 $ 20.00 
0 $ 30.00 

30 $ 142.35 
70 $ 332.15 

230 $ 596.85 

! .  ! :  Bi-&fonIh& Bate for Wafer IJsed iii Excess of Allowable Usage 

Thousand Gallons 
Per Month 

F is t  400 at $2.91 Per 1,000 Gallons 
Next 2,600 at $2.91 Per 1,000 M o n s  
All Over 3,000 at $2.91 Per 1,000 Gallons 

i 6.02.3 Elevated Service Area Surcharge 

AI1 customers h the Retail Service Area 5r BC District or KT District shall pay a 
surcharge of $0.19 per thousand gallons if water must be delivered at a higher 
elevation that the general pressure plane served by the Crescent HiIVCardinal Hill 
System. 

6.03 WhoiIesaIe Customers i 
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COMPARISON OF REVENUE UNDER EXISTINO RATES, AND PROPOSED RATES ; !  
i T  

INCREASE 
OVER 

MISTING 
mTE 

% 

295% 

3.24% 

3.52% 

3.13% 
0.00% 

3.05% 

0.6046 
0.00% 

0.00% 

2.99% 

i 
$ . --"$ 

,I 

71 
RESIDEMIAL Service Charge 

WsterSold 0-3 
E E  

f P 4-6 
g r  7-200 
; $  
e 3  

201 - 1 ,m 

$ P  Total Rmidential 
I' i 3  e 

,: 5 
COMMERCIAL: Seivlca Charge 

Water Sold 0 -3 ' 
4-6 
7 - 2 0  

1,501 - 5,000 
5,001 - 10,060 
Over 10,OOO 

! ?  ~ 201 - 1,500 
; j  

? Y  . $  

L . i  
Total Commercial . i  . .  

INDUSTRIAL: Servlce Charge 
5 +  

E i  WaterSold 0 -3 
4-6 
7-200 
201 .' 1,500 

PRESENT RATES 
WTES RWENUE 
$ ($1 lrn) 

PROPOSED 
RATES REVENUE 
t (Sf ,rn) ONii'S 

2,552,634 E.U. 3.50 8,934.22 3.60 9,189.48 

6,889,986 T.G. 
4,532,038 T.0. 
3,442,612 T.G. 

35.365 7.6. 

1.33 9,163.68 
1.47 6,662.10 
1.69 5,818.01 
7 .w 54.46 

30,887.73 
---- 

129 8,888.08 
1 .d3 6,481.27 
1.64 5,645.88 
1.48 52.50 

30,001.95 14,900,OW T.Q. 

3.50 2760.26 3.60 2,839.13 788,648 EU. - 
644,235 T.Q. 
526,860 T.G. 

6,926,765 T.Q. 
4,141,565 T.Q. 
678,854 T.Q. 

1,033,280 T.Q. 
473,441 T.G. 

14,425,000 T.G. 

1.29 831.06 
1.43 753.46 
1.64 11,359.89 
1.48 6,148.53 
1.31 891.34 
1.02 1,053.95 
0.96 454.50 

24,252.99 
--- 

1.33 856.83 
1.47 n4.48 
1 .W 11,70623 

1.37 930.03 
1 -05 1,084.94 
0.59 468.71 

25,038.37 

1.54 tj,37e.01 

-- 

91,344 E.U. 3.50 31 9.70 3.60 326 84 

12,226 T.G. 
10,971 T.G. 

336,586 T.G. 
1,026,574 T.G. 
1,496,851 T.Q. 
872,462 T.G. 

2,534,330 T.Q. 

I .29 15.77 
1.43 15.69 
1.64 552.00 
1-48 1,524.04 
f .31 1,965.37 
1.02 889.91 
0.96 2,432.96 --- 

7,715.44 

1.33 16.26 
1.47 16.13 
1 .# 568.83 
1.54 1,580.92 
1.37 2,050.69 
1.05 916.09 
0 . S  2,508.99 

7,986.74 
-I-- 

1,501 - 5,000 
5,001 - 10,000 
Over 10,000 

6,290,000 T.G. Total Industrial 

TOTAL RETAIL: Sarvice Charge 

WeterSOld 0-3 
4-6 
7-200 
201 - 1,500 
1,501 - 5,000 
5,001 - 10,000 
Over 10,000 

3,432,624 E.U. 3.50 12,014.18 3.60 12,357.45 

1.33 10,036.77 
I .47 7,452.71 

1.54 8,013.40 
1.37 2,980.72 
1.05 2,001.03 

i .a 18,093.0e 

0.99 2,gn.m 

7,546,447 T.G. 
5,069,869 T.G. 
10,705,963 T.Q. 
5,203,504 T.G. 
2,175,705 T.G. 
1,905,742 T.G. 
3,007,771 T.G. 

35,615,000 T.G. 
8,945,000 T.G. 

1.29 9,734.92 
1.43 7.250.42 
1.64 17,557.78 
1 .a 7,725.07 
1.31 2,856.70 

0 . 9  2.887.46 

61,970.39 
0.lB 1,699.55 

1.1 58.70 
3,919.90 

1.08 1'943.86 

_- 
63,912.84 

0.19 1,699.55 
1 'I 94.40 
4,037.50 

TOW General Pres. Refail 
Elev. Saw. Area Surcharge 
Private Fire Services 
Publlc fivj Services 

68,749.54 70,844.29 Total Retail Sales 
LmLFTy SALES: 
Service Charge 
General Pressure Charge 
Elevated Service Area 

3,660 E.U. 
1,025,(MO T.Q. 

685,OOO T.G. 

3.50 12.81 
1.16 1,189.W 
0.1s 130.15 

1 '33t .f# 

3.50 12.81 
1.16 1,189.00 
0.19 130.15 

1,331.96 Total Utility Wee 

36,64O,(xxl T.Q. 70,081 $50 72,176.25 

ENCLOSURE 1 

GRAND TOTAL SALES 

E.U. Is 5/8' meter equivalent units: water sold unb are in thousands of gdlons. (T.G.) 
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COMPARISON OF MONTHLY BILLS AT VARiOUS CONSUMPTION LEVELS 
(GENERAL PRESSURE AREA) 

(METER CAPACITY) 

CONSUMPTION 
(Thousand Gallons) 

(Minimum Bill) 

(Average Bill) * 

(General Electric) 

(Salt River Water Dist) 

(Shepherdsville) 

i l  * Residential Customer 

METER 
5 IZE 

518 x 314’ 

51a x e141 

518 k 3/4’ 

518 x 314’ 

SI8 x 314‘ 

1’ 

1” 

2’ 

2’ 

3’ 

3’ 

6’ 

6 ‘ .  

Various 

Various 

Various 

1996 
PRESENT 

RATES 

3.50 

7.37 

11.66 

18.22 

34.62 

72.67 

171.07 

354.32 

799.70 

1,575.24 

231 7.54 

7,09 6.79 

12,196.79 

52,669.15 

18,139.52 

245.00 

PROPOSED 
RAJES 

3.60 

7.59 

12.00 

18.76 

35.66 

74.06 

176.26 

365.06 

827.06 

1,631.26 

2,401 -26 

7,385.26 

12,635.26 

54,367.41 

18,139.52 

245.00 

INCREASE 
AMOUNT 

0.10 

0.22 

0.34 

0.54 

1.04 

2.1 9 

5.1 9 

10.74 

27.36 

56.02 

83.72 

288.47 

438.47 

1,698.27 

0.00 

0.00 

% 

2.86 

2.99 

2.91 

2.96 

3.00 

3-01 

3.03 

3.03 

3.42 

3.56 

3.61 

4.06 

3.59 

3.22 

0.00 

0.00 

r i  

1 i  

i .  

ENCLOSURE 2 

P 00412 



0 

3 

6 

10 

20 

40 

-i 00 

200 

500 

f t 1,000 

LFl ,500 

33,754 

29,031 

r 7  7,413 

11,901 

0 

i 3  

- 3  

a i  

- *  

.. 
F 

;I 

. .  
~j 

COMPARISON OF MONRiLY BILLS AT VARIOUS CONSUMPTION LWELS 
(ELEVATED PRESSURE AREA) 

(METER CAPACITY) 
1997 

PROPOSED INCREASE - ------ - ____I.. *----- --.._-- 1996 
CONSUMPTION 

(Thousand Gallons) 

(Minimum Bill) 

(Average Bill) * 

(ford Motor Company) 

(Mt. Washington) 

(North Shelby) 

(Tayforviile) 

(West Shelby) 

METER 
SIZE 

518 x 314' 

510 x 314' 

5ie x 314' 

518 x 3/48 

518 x 314' 

I' 

1' 

2' 

2' 

3' 

3' 

Various 

Various 

Various 

Various 

Various 

PRESENT 
RATES 

3.50 

7.94 

12.80 

20.12 

38.42 

80.27 

190.07 

392.32 

894.70 

1,765.24 

2,602.54 

42,148.98 

39,681.40 

10,069.25 

16,126.93 

105.00 

PROPOSED 
RATES 

3.60 

8.16 

13.14 

20.66 

39.46 

8246 

195.26 

403.06 

922.06 

1,821.26 

2,686.26 

43,321.08 

39,681.40 

10,069.25 

16,126-93 

105.00 

INCREASE 
AMOUNT 

0.1 0 

0.22 

0.34 

0.54 

1.04 

2.19 

5:19 

10.74 

27.36 

56.02 

83.72 

1,1721 0 

0.00 

0.00 

0.00 

0.00 

. .__ 

% 

2.86 

2.77 

2.65 

2.68 

2.71 

2.73 

2.73 

2.74 

3.06 

3.17 

3.22 

2.78 

0-00 

0.00 

0.00 

0.00 

* Residential Customer 
! I  

< i  ENCLOSURE 3 
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2 COMPANY 
-. .) 

1 

B. F. Gaodrlch 

General Electric 

E.I. Duponl 

Ford Motors (W'Port)* 

American Synthetic Rubber 

Metro Sewer District 

Pratah Technologies 

Ford Motors (F'Vly) 

Philip Morris 

American Synthetic Rubber 

LA 
1 I ,drshaw. Filtrot 

* United Catalysts (12 ST) 
. i  

Flscher Packing 

c L Lou Gas & EJectric 

" ?  

_ -  - l i  

Uniled Catalysts (Critt) 

Friio Lay Inc 
P i  

- 1  

Carbide/Graphile 

t ,  

AC Distributing Co 
r i  

" ?  U.S. Naval Ord. Plant 

i ;  
Brown Forman 

I -  

i '  

'.NATED SERVICE AREA 

20 LARGEST CUSTOMERS OF 
THE LOUISVILLE WATER COMPANY 

AVG MONTHLY 
CONSUMPTION 

CT"G.1 

77,467 $ 

50,226 

33,915 

33,754 

28,238 

28,144 

25,076 

22,670 

19,361 

15,803 

15,443 

14,297 

13,246 

11,846 

10,473 

9,650 

9,533 

8,757 

7,20 1 

6,483 

PRESENT 
RATES 

77,455 $ 

52,669 

35,155 

42,149 

29,703 

35,865 

26,914 

24,560 

21,315 

17,960 

17,664 

16,685 

15,278 

14,161 

12,872 

11,861 

11,720 

10,789 

10,077 

8,610 

PROPOSED DIFFERENCE 
RATES AMOUNT 

79,931 $ 2.476 

54,367 

36,311 

43,321 

30,689 

36,873 

27,812 

25,384 

22,038 

18,578 

I 8,273 

17,255 

15,812 

14,667 

13,330 

12,289 

12,145 

11,186 

10,453 

8,943 

1,698 

1,156 

1,172 

986 

1,009 

898 

$24 

723 

618 

609 

570 

535 

499 

458 

428 

424 

397 

376 

333 

ENCLOSURE 4 

YO 

3.20 

3.22 

3.29 

2.78 

3.32 

281 

3.34 

3.36 

3.39 

3.44 

3.45 

3.42 

3.50 

3.53 

3.56 

3.61 

3.62 

3.68 

3.73 

3.87 

P 00414 
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* April 20, 1997 1 found these notes from our meeting with LWC on March 20, 1997 that 1 had 
not recorded. my notes were recorded on my copy of the agenda. 

Agenda for meeting-Kentucky-Americon Water Company and Louisville Water Company 
March 20, 1997 8:30a-naon 

Purpose: Discuss contract for sale of water by LWC lo KAWC 

1. Overview of status of PSC Case No. 93-434 “An investigation of the sources of sitpply and 
future demand of Kentucky-American Water C O R I P ~ Y , ”  {KAWC) 
Mc7y 21. 

2. Report of LWC’s treatment capacity, average day, maximum day, maximum hour. (LWC) 
270 MGD, up in 300 MGD. Two plants: Crescent Hill and B. E. P q m .  Average day is 120 
MGD with an all time nica day of I94 MG. Average day is 120 MGD. They now have 2-30, 0U0 
curfomem a17duveruge customer growth is I%per yem. They have 55 MG storage, about m e  

) half of average day. 
’ -  

3. Water Quality. 

4, I,WC’s improvements necessary to serve pipeline. KA’s share of these costs. 
Per John Huher, the Boardperspeclive is: “We have water to sell, we have abundant capacity 
but we want to stay out $issues. It Bob Miller said there would be taxpee debt an rhe 
conslruciion required it1 Jeflerson County to bring water to the county line. 

P 004 17 
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5 .  Sirnpson County Water District v. City of Franklin, Ky. 

6. Review March 3, 1993 letter From John Huber to Bob Edens. 

7. Discuss approach to setting wholesale rates. 
Bob Miller said LWC was looking fop a “long tern1 vinble contracf. ” Bob asked ijtlte rate would 
be subject to sales tar. Greg Heitzrrimi nientioned a timeline for expectations. We agreed i f  
should take us about two weeks to get the latest data for them regarding size of line, e-rpected 
construction date, quaritity of wafer needed, etc 

Bob nientioued thut they increuse rates on Jiniuuty I each year. The bonrd doesn ’t ’ want uny 
rate increase above CPI. They are in coiistanl commii~icatioii with their customers about rate 
incremes. 

1 -  
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435  S O U T H  T H I R D  S T R E E T  7 L O i l I S V I L C E ,  K E N T L J C K Y  4 0 2 0 2  

TEL 502-569-3600  FAX 5 0 2 - 5 8 5 - 2 8 0 6  

Mr. Coleman D. Bush 
Business Manager 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Dear Coleman: 

Enclosed are two copies each of the Louisville Water Company 1995 Annual Report and I996 Rate 
Study as requested at our meeting on March 20th. Please feel free to call me at 502-569-2663 if I 
can be of any fiirther assistance )-. 
Sincerely, 

-. 

Robert K. Miller 
Vice President - Treasurer 
and Acting Secretary 

enclosures 4 

An Equal Opportunity Employer 
P 00419 
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Agenda for meeting-Kentucky-Anierican Water Company and Louisville Water Company 
March 20, 1997 8:30a-n00n 

,&2 ru7,&, cf5LcL~IyJzCJ;-c-L,/.~~ c%3 Zd&< 
for sale of waydr by LWC to KAWC 

1. Overview of status of PSC Case No. 93-434 "An investigation of the soiirces of supply and 
future demand of Keniucky-Aniericnn Water Company." (KAWC) 

4. LM'C's improvements necessary to serve pipeline. KA's share of these costs. 

5. Simpson County Water District v. City of Franklin, Ky. 

P 
! 
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I 
6. Review March 3 ,  1993 letter fro111 John I-liiber to Bob Edens. 

7. Discuss approach to setting whnlesnle rates. 

, 

8. Review draft contract. 

P 
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I 

The customer's bili for \lie billiirg pwiud shall be the total of the service and cominodlry 
charge for that p e ~ u d  

6.03 Gcncral Rate Insidt: thc County of Jcfkrson and h s c d  Facilities Outsidc the 
County of J a fhson .  

All classes of CuSfomCrS taking meiered sentice directly from rhe Company md 
simled ( I )  within [lir Cuunly uf Trfferm or (2) outside the Corrnry of Jeffersor'i 
a ~ d  mwd Lhrt~ugl~ r;tcililic:s ciwitnl by alliers 11111 Irasetl by the Campany, and 
wherc a sunhargc is imposcd by the lessor, cxceptiiq d i t  uli l i~icv pitclrixity, 
water for resalc, and cxccpting tlic municipal ctrsfomcrs who shall be served as 
provided in KKS 96.270 (3024s.b) st no cost to the customer, nnd exccpling 
publicly owned frrc hydrants per se, shall be charged in accordance with the 
hullowing schedule: 
r-------- 

5/)5"x3/4 1' 
J 'I 

1 1/2" 
2" 
3" 
4 " 
6" 
8 " 
111" 
12" 
16" 

$3.50 
8.75 

17.00 
18.00 
61.25 
i(15.1)11 
24S.QQ 
437.50 
665.00 

1,015.00 
2,u12.50 

I 

COMMODITY CHARGE 

P 
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1025 Lairrcl Oak Road P.0. 80s 1770 Voorhees, New jersey OR033 (609) 346-8201 Fax (6OYj 566-4046 

M E M O R A N D U M  
Bruce E. Tillotsori 
h4aiiager Finance 
603..566 40 %!I 

TO: Coleman Bush 

FROM: B.  E. Tillotson 

DATE: February 10,1997 

RE: Purchase Water Agreement 

Attached is an agreement we just recent111 negotiated with the City of St. L,ouis to p~u-chase water 
in Missouri-Americ~l's St. Charles Disti ict 

Obvjowly: ihere has to be some modificatioit to i t  for your purposes: but we think it is perhaps 
a good one to consider and build upon for Kentucky. i 

Is 

Attachment. 

c: R. J. Gallo 
MI. D. Morgan 
K. 1.. Pape 

P 
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Missouri -American Whter Company 
i 

July 7, 199s 
File NG. 628 

TO: Kathy Pape 

FROM: W. F L'Eciiyer 

Sb2ELCT: City of St. Louis Contracts 

Enclosed arc six ( 6 )  contracts between the City of St Louis and Missouri-American Water 
.$qrnpany which I have executed. Please attest the documents and return to me as soon as 
possible Cipon return, I will foIivard directly to the City of S t  Louis for execution. 

I 

Thank you 

WFL 
;L 

! 

j 

aa4at 
j 



CONTRACT 

T h i s  Contract  made and entered i n t o  t h i s  day of 

--' 1995, by and between the C i t y  of S t .  Louis, 

Missour i ,  a municipal c o r p o r a t i o n ,  also referred t o  as "CITY" ,  and 

the Missouri-American Water Company, a Missouri Corporat ion,  a l s o  

I_ 

referred to herein as tlCOMPA.NYtft witnesseth: 

WHEREAS, the CITY i s  a municipal corporation of the S t a t e  of 

Missouri and is authorized by its charter t o  main ta in  waterworks 

f o r  f31e fu rn i sh ing  of water t o  the  CITY, i ts  p rope r ty ,  its 

inhabi tan ts  and the p laces  and people along ox: in t h e  vicinity of 

t h e  pipes, conduits and aqueducts constructed or used far t h a t  

purposes, and 

WHEREAS, Company is a Missouri Corporation and authorized by 

the Missouri Public Service Commission to provide water service, 

and 

-L 

WHEREAS, in t h e  spirit of regional cooperat ion,  coord ina t ion  

between t h e  City of St. Louis and the Missouri-American Water 

Company will be mutually beneficial to all parties, while improving 

the viability of the St. Louis Region. 

NOW THEREFORE, it is mutually agreed: 

ITEX 1. NATURE OF SERVXCE 

C I T Y  agrees to furnish and sell and COMPANY agrees t o  purchase 

water as needed at an interconnecting point as defined in Item 4 .  

: .  
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C I T Y  agrees to exercise reasonable diligence and foresight to 

repair, replace and maintain its water system so as to provide the 

flow of water a5 defined in Item 5 h e r e i n  at the point  of t h e  

COMPANY'S interconnection during the L i E e  of t h i s  Contract. CITY 

a l so  agrees that supply of water to COMPANY shall be reduced only  

in proportion t o  the extent water supply to CITY customers is, at 

that t i m e ,  inadequate and curtailed. COt3pANY further recognizes 

and agrees that no Liability for damages are attached to the CITY 

hereunder on account of an a c t u a l  failure of supply due to A c t s  of 

God or other occurrences beyond the reasonable control of the CITY. 

ITEM 2. PRICING 

COMPANY agrees t o  pay for water a t  a r a t e  based on the CITY'S 

annual  cost of production, as defined in Appendix A, attached 

hereto and made a part of this CONTRACT, at t h e  CITY of St. Louis' 

Howard Bend Water Treatment Plant, plus the cost of opera t ion  and 

maintenance of the Stacy Park Reservoir, and interconnecting 

conduits, as verified by the CITY'S independent a u d i t .  In 

addition, t h e  rate shall include a component for depreciation of 

existing Plant and future cap i t a l  investments, when made by the  

CITY on t h e s e  facilities, plus eighteen percent (18%) for margin 

above cost. All a u d i t s  shall be in accordance with the account ing 

principles set f o r t h  in Appendix A, attached h e r e t o  and made a p a r t  

of t h i s  Contract. Costs shall be detennined in accordance with 

Appendix B each Eiscaf year by the  CITY'S Water Division, based on 

L 

the number of gallons of water actually produced and the expenses . I  

incurred at Howard Bend during t h a t  given year. In calculating 

2 

P 

i "  

00429, 
I 



I .  

these Costs, should the percent of pumping f o r  the year at Howard 

Bend be less than thirty-three percent  ( 3 3 % )  o f  the total pumpage 

E r a m  the CITY‘S two treatment facil.ities, then the value of thirty- 

three percent (33%) of the t o t a l .  CITY pumpage shall be used in lieu 

of actual Howard Bend filtered water pumpage in Appendix 3, 

Paragraph V I I I ,  YT!otal Cost for  Howard Bend Water SaLes.l* These 

costs shall be the basis far determining the rate COKE%” will pay 

during t h e  €allowing calendar year. The applicable rate to be paid 

by COMPruJY shall be $0.4168 per 1,000 gallons through December 31, 

1995. 

COMPANY shall have the right to conduct its awn independent 

audit of the above costs at its own expense. In the event of a 

dispute between CITY and COMPANY, concerning audit results and/or 

the development of water pricing as described herein, the 

adjudication of such dispute shall be as defined in ITEM 9. L 
Change in S t a t e  or Federal law, o r  State or Federal regulatory 

actionr may be grounds fo r  renegotiation of factors shown in 

Appendices A and B. 

shall be adjudicated as defined in ITEM 9. 

Failure to agree upon impacts o f  such changes 

ITEM 3 .  PAYMENT 

COKPANY agrees to pay the CITY an a monthly basis ( i - e . ,  

All Billing Month) for all purchases of water under this CONTRACT. 

purchases shall be billed monthly, within fifteen (15) days after 

rendition of Service, and aLf such bills shall be due and payable 

without discount within t h i r t y  ( 3 0 )  days after date of bill. 

Should any bill remain unpaid f o r  a period of thirty ( 3 0 )  days 

3 
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after written notice by the CITY to COMPANY that the same is past 

due, and failure of COMPANY to make such payment within the period 

of such notice, then the CITY may, at its option and upon ten (10) 

days written notice to COMPANY discontinue all service to COMPANY 

and all b i l l s  then delinquent shall carry interest at the rate of 

ten percent (10%) per annum from the date due. Should a billing 

dispute arise between COMPANY and CITY, CITY agrees that it will 

not discontinue service duringthe period of good faith discussions 

and during any period in which COMFANY disputes said billing before 

an administrative or judicial body. 

ITEX 4. CONNECTIONS AND METERING 

A. Point of Interconnection - Water to be supplied hereunder 
by the C I T Y  t o  COMPANY shall be supplied on CITY'S land, 

at a point of connection on the CITY'S Howard Bend Plant 

property or on the C1TY's treated water conduits between 

the Howard Bend Water Treatment Plant and the Stacy Park 

Reservoir. 

1. 

In order to permit said delivery: 

CITY agrees at its own cost and expense to furnish, 

install and maintain all necessary meters to be 

located in facilities to be constructed by COMPANY 

at COMPANY'S sole cost and expense. COWANY has 

the right at all times to test the meter which 

registers the amount of water fo r  which t he  CITY 

will bill COMPANY. Should said meter test show 

that sa id  meter is recording with less than 98 

percent accuracy (higher or lower), an adjustment 

i 

4 
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2 .  

3 .  
L 

shall be made to the billings to the COMPANY for 

the prior one-year period to either credit or debit 

the next billing to the COMPANY by the amount af  

the over or underbilling. 

CITY shall grant to COMPANY such easements on 

C i t y  property as COMPANY and CITY mutually agree 

are necessary to construct the facilities required 

fur interconnection. Granting of said easement by 

CITY shall not be unreasonably withheld. 

COMPANY agrees, at its own cost  and expense, 

to furnish and install all pipe, valves, fittings, 

meter pits, pump station and appurtenances 

necessary to connect its water distribution system 

with said connection point on the  CITY'S system. 

All pipe, valves, fittings, meter pit, pump station and 

appurtenances which are paid fo r  and installed by the COED?ANY shall 

be owned and maintained by the COMPANY. CITY shall have the right 

to operate such valves as necessary to maintain meters and will 

assume operating and improvement responsibility for the isolation 

valves at the point of interconnection with the CITY conduits. 

CITY may install such equipment as needed to obtain continuous 

information on flows and pressures. 

Alllpipe, valves, fittings and appurtenances installed on CITY 

property shall be desi.gned and constructed in accordance with 

recognized water works industry standards. CITY shall have the 

r i g h t  to review and approve all plans and specifications of the 

5 
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pipe, valves, fittings, meter pit, pump station and appurtenances 

which COMPANY proposes to install on CITY property, In addition, 

all work or  construction performed or undertaken by COMPANY on C I T Y  

property shal l  be subject to the supervision and approval of the 

Water Commissioner of the CITY.  

ITEM 5 .  Q~JA.".l?ITY AND QUALITY OF WATER 

1. 

2. 

3. 

ITEM 6. 

In 

The CITY agrees to sell water to COMPANY as COMPANY 

desires to purchase up to a supply rate not ta exceed 35 

million gallons per day without approval o f  the Water 

Commissioner. 

Water supplied by the CITY to COMPANY shall m e e t  the 

treated water quality standards of t h e  Missouri 

Department of Natural Resources and/or United States 

Environmental Protection Agency, or such other successor 

agency. 

Water will be supplied by CITY to COMPANY at the pressure 

residual at the point of interconnection to the CITY'S 

metering. Pressure a t  the point of interconnection s h a l l  

be maintained at 109 psi, minimum, as measured in the 

discharge headers at the Howard Bend Plant.  

$ 

COMMUNICATION BETWEEN CXTY AND COMPANY 

order to assure the COMPANY has adequate information 

relative-to the operation of the CITY'S Water Division, as a 

minimum the following documents shall be provided to the COMPANY. 

A portion of the Annual Audit concerning Howard Bend and 

Stacy Park operations; 

2 .  

6 
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2. monthly operating reports consisting of a l l  r e p o r t s  

submitted to t h e  State of Missouri Department of Natural 

Resources and which relate to finished water qua l i ty ;  and 

other pertinent documents as mutually agreed. 3 .  

ITEM 7 .  EFFECTIVE DATE OF CONTRACT 

This Contract for the sale of water, subject to ITEM 8 ,  shall 

be in full force and effect for a period of twenty (20) years from 

and after its date of execution. COMPANY, i n  the event the CITY 

does not give notice a5 provided in ITEM 8.1 to terminate this 

Contract, shall have the option of extending this Contract forten 

( l o )  years Er'om the end of the above period, upon six (6) months 

prior notice to the CITY. 

This contract shall be subject to the approval of the Missouri 

Public Service Commission to the extent required by law. 

'i ITEN 8. TERMTNATION 

1. CITY has the right and option to cancel and terminate 

this Contract upon expiration and thereafter a11 rights 

and obligations hereunder shall cease, provided, CITY 

provides COWANY three ( 3 )  or more y e a r s  notice of such 

decision to cancel and terminate upon expiration. 

2 I COMPANY has the right and option, upon one (1) or more 

years written notice to the CITY, to cancel and terminate 

this Contract, and thereafter all rights and obligations 

hereunder, other than easement rights conveyed by 

separate instruments, shall cease. 

7 
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ITlilM 9. THIRD PARTY AUDIT 

In t h e  event of disagreement concerning audit results, and/or 

the calculations necessary for ITEM 2, the parties agree to submit 

the matter to binding determination to a mutually agreed upon ' * B i g  

Six'' accounting f i r m  not previously engaged in the audit. In the 

event o f  inability to mutually agree on any such firm, said firm 

shall he selected by lot from each party's single nominee. 

ITEM 10. DISPUTES OR CLAIMS 

It is expressly understood between the pa*ies tha t  any 

disputes or claims arising out of t h i s  Contract, other than 

described in ITEM 9, resulting in a cause or causes of action, 

shall only be brought in the Missouri Circuit Court, Twenty- 

Second Judicial Circuit, the City of St. Louis. 

I 

IN WXTNESS WHEREOF, the parties hereto have caused these 

presents to be executed by their duly authorized officers as of the 

I 

8 ,, ... . . 
- .  
f 

day and year first above w r i t t e n .  
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IN WITNESS WHEREOF, the parties hereunto have executed this 
Agreement: as of the day and year first above w r i t t e n .  

CITY OF ST. LOUI81 ML880URI 

By : 
Mayo K 

Approved as to €om: 

-.._..- 
city Counselor 

ATTEST: .L. 

.- 
City Regisker 

/ William F. L#EC&& 
V k e  President & Manager 

P 00436 
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APPENDIX A 

SJZ@V&Y OF ACCOUNTING POLICES 

Revenues and expenses  of the St. Louis City Water Division 

must be reported in accordance with generally accepted 

accounting principles. 

Direct costs to be included: 

A. Direct costs of Supply and Purification a t  t h e  Howard 

Bend P l a n t  to be summarized as follows: 

I.. Labor - Actual wages and fringes associated with 

employees working full-time at the Howard Bend 

Plant. 
L 

2. Support Services - Actual Water Division costs for 

services provided directly to Supply and 

Purification at the Howard Bend Plant. 

3. Chemicals - Actual costs of chemicals utilized at 

t h e  Howard Bend Plant .  

4. O t h e r  Materials and Services - Actual cost  of 

materials and services utilized a t  the Howard Bend 

Plant. 

3, Direct costs of Power and Pumping Section at the Howard 

Bend Plant to be summarized as follows: 

2. Labor - Actual wages and fringes associated with 

employees working full-time at the Howard Bend 

Plant. 

2. support ~ervices - Actual Water Division costs for 
services provided directly to power and pumping at 

9 
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the Howard Bend Plant. 

3 .  Power - Cost of power for actual pumping at the 
Howard Bend Plant. 

4 .  other Materials and Services - Actual cost for 
materials and services utilized at the Howard Bend 

Plant. 

C. Depreciation of Howard Bend Facilities and Stacy 

Reservoir Facilities - Amount should be equal to the 
actual amounts recorded in the accounting records of the 

Water Division f o r  these facilities. Depreciation will 

be calculated under the straight line method utilizing 

the following useful lives: 

1. Building and Improvements - Fifty (50) years. 
2. Pumping equipment - Thirty-three ( 3 3 )  years. 

I 

111, Allocated Costs to be included: 'L 
A. General O f f i c e  Expenses: 

1. One third Supply and Purification general office 

expense. Charges to this expense category are 

wages and f r i n g e s  for  the staff that oversees the 

Supply and Purification function at the H o w a r d  Bend 

Plant and Chain of Rocks Plant and related 

miscellaneous expenses. 

2. One third of Power and Pumping general office 

expense. Charges to this expense category are 

wages and f r i n g e s  for this staff that oversees the 

Power and Pumping function at Howard Bend and Chain 

10 
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1 of Rocks and related miscellaneous expense. 

€3. Administration and Finance Expense: 

1. Costs will be allocated by taking one third of the 

ratio of the budgeted positions in Supply and 

Purification (including construction and 

maintenance) and Power and Pumping to the budgeted 

positions in Supply and Purification (including 

construction and maintenance) , Power and Pumping, 

Transmission and Distribution and Customer 

Accounting and applying this factor to Certain 

Administration and Finance expenses. 

Certain Administration and Finance expenses in (I) 

above include the following: 

I 

2. 

L 
a. 

b. 

C .  

d. 

Labor - Actual wages and fringes f o r  employees 

working in the Administration and Finance 

Departments of the Water Division. 

Worker’s Compensation - Worker‘s Compensation 

insurance for: all employees of the Water 

Division. 

Support Services - Only those support services 

directly f o r  the operation of the 

Administratian and Finance Section of the 

Water Division. 

C i t y  Services - city of St. Louis costs 

allocated to the Water Division according to 

the “Central Service Cost Allocation Plan1@. 
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This plan allocates City of St. Louis expenses 

to various City departments, including the 

Water Division, based upon each department's 

relative use of t h a t  city service. This 

allocation must be deemed f a i r  by the Water 

Division's certified Public Accountant. 

e. Other Services and Miscellaneous - Charges for 

u t i l i t i e s ,  telephone, supplies and other 

miscellaneous expenses of operating the 

Administration and Finance Section. 

3 .  Administration and Finance expenses specifically 

excluded from the costs i n  (2) above are charges 

for judgements, Bad Debt Expense and Support 

Services not directly for the operation of the 

Administration and Finance Sect ion of the Water 

Division. 

c. Stacy Reservoir Costs: 

.I. The City of St. Louis has two reservoirs, Compton 

and Stacy. The Missouri-American Water company 

w i l l  be served by the  Stacy Reservoir. The costs 

of maintenance of the above reservoirs are  not 

recorded separately by specific reservoir in the 

City's accounting records, 

2. As a result of the situation in (1) above, one half 

of these costs will be included in the formula. 

IV. Return on Investment: - Calculated by taking the sum of costs 

12 
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in XI and 111 above, times 1 8 % .  This  amount includes any and 

a l l  taxes to be paid to both the Water Division and the City 

of St. Louis. 

V. The Missouri-American Water Company's cost: per 1,000 gallons - 
Calculated by totaling Xtems 11, 1x1, and IV above and 

dividing this t o t a l  cost by the actual t o t a l  gal lons  of 

filtered water pumped at Howard Bend including water pumped to 

the Missouri-American Water Company, except as set forth in 

Item 2 ,  Pricing. 

VI. Specifically excluded costs included the following: 
1 

A. Transmission and Distribution costs, 

3. Customer Accounting costs. 

C .  D e b t  Service. 

D. Any other cost item not specifically included in XI, I11 

or IV above. 

VII. See Appendix B as an example of the above formula €or Fiscal 

year 1993 - 94.  

VIII. The costs per 1,000 gallons purchased should be calculated 

on expenses for years ending June 30, and audited by the Water 

Division's Certified Public Accountant. The cost SO 

calculated w i l l  become effective for the subsequent calendar 

year - 
IX. ThelAudit Report of the Water Division for the years ending 

June 30 should separately state the following (as previously 

defined) : 

A, Direct costs of Supply and Purification - Howard Bend. 

, 

'h 
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X. 

X I .  

B. 

C. 

D. 

E. 

F. 

G. 

Direct costs of Power and Pumping - Howard Bend. 

General Office Expenses - Power and Pumping. 

General Office Expenses - Supply and Purification. 

Reservoir Maintenance Expenses. 

Support services charged to Administration and Finance 

that are directly related to the operation of the 

Administration and Finance Section of the Water Division. 

Labor Cost used to calculate percent allocation in 1x1, 

3. 1. above. 

Water Division personnel will furnish interim Financial 

Statement information equivalent to that included as Appendix 

1B of this agreement on a quarterly bas i s .  

Missouri-American Water Company reserves the right to a u d i t  

the Water: Division at its own expense. 

i 

P 

14 
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i 5.5 Rate Design Options 

E3 5.3 Attachment 
Commission Regulation of Municipal Wholesale Service 
( Ke n tu c k y ) 

Administrative Case No. 351 
In the Matter of: 
SUBMISSION OF CONTRACTS AND RATES OF MUNICIPAL UTILITIES PROVIDING 
WHOLESALE UTiLlTY SERVICE TO PUBLIC UTILITtES 

On January 31, 1994, the Kentucky Supreme Court in Simpson County Water District v, 
Citv of Franklin, Ky., 872 S.W.2d 460, held that this Commission has jurisdiction over the 
wholesale rates and service to any public utility. 

The Couri’s holding reverses a long-standing interpretation of public utility laws. Since 
1936, municipal utilities have been exempted from the statutory definition of “utility.” 1936 
Kentucky Acts, Chap. 2, S l  . In a long series of cases beginning in 1961, Kentucky’s 
highest court had previously held that this exemption ”extends to all operations of a 
municipally owned utility 
(1961); See also Citv of Fleminasburu. Kendckv v, P 
920 (2966); Citv Qf GeOraetOLVn. Keniuckv v. Pub. SeUNb.~~~m’n ,  Ky., 516 S.W 2d 842 
(I 974). 

.” McCleI Ian v~puisv i l le  l!Y&.rx&, Ky., 351 S.W.2d 197, I99 
. Comrn’n, Ky., 411 S.W.2d .L 

As its first step to implementing the simn.sQn Cou decision and to exercising jurisdiction 
over the wholesate rates and services of municipal utilities, the Commission finds that all 
municipal utilities providing wholesale utility service to a public utility should, within 30 days 
from the date of this Order, file with the Commission a copy of their contracts with the public 
utility and a schedule of their rates for wholesale service. 

The Commission further finds that, 30 days prior to placing into effect any change in these 
contracts or in the rates or service provided to a public utility, a municipal utility shoufd file 
the revised contract or rate revision with the Commission. Failure to make such filing will 
render the revision void. 

IT IS THEREFORE ORDERED that: 

1. Within 30 days of the date of this Order, each municipal utility providing wholesale utility 
service to a public utility shall submit to the Commission a copy of its contact for such 
service and a schedule of its wholesale rates. 
2. All rate schedules submitted shall conform to Commission Regulation 807 KAR 5:011. 
3. Any municipal utility wishing to change or revise a contract or rate for wholesale utility 
service to a public utility shall, no later than 30 days prior to the effective date of the 
revision, file with the Commission the revised contract and rate schedule. 

Done at Franfort, Kentucky, this 10th day of August, 1994. 
By the Cornmission. 

P 
NAWC Sourcebook of Innovative Regulatory Techniques Updated 2/22/97 
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435 S O U T H  T H I R D  S T R E E T  . L O U i S V l L L E ,  K E N T V C K Y  4 0 2 0 2  

TEL 502-569-3600  FAX 5 0 2 - 5 8 5 - 2 8 0 6  

November 5, 1996 

Mr. Eric Thornbitrz 
Vice President, Operations 
Indiana-American Water Company, inc. 
401 Cainby Coun 
Post Ofice Box 570 
Greenwood, Indiana 46142-0570 

Sent Via Fax ( 3  17) SS5-2306 
) v  

Dear Eric: 

Thank you for your telephone call eartier today As discussed, we are excited about the prospect of 
doing business with ycur firm We have carefillly considered a new rate approach based on the water 
deinarids identified in the Southern Indiana Regional Water Supply Plan dated October IS, 1996 We 
believe that this new approach will meet the needs of Indiana-American Warer Company as well as  
Louisville Water Company 

Folfowin~ OIX meeting of ii week ago, we attecipted to identify the interests of each of our firms in 
this endeavor. In summary, w e  undersrand these to be the key interests: 

-_I-___- Indiana- American Water Conipany, touis\4lle Water C o m n ~  

High Quality Water 
ReliabIe Source 
Minimized Capital Investment 
Minimized Operating Costs 
Controlled Future Cost hcreases 

* Increased Water Sales 
Recovery of Costs 
Equity Among Rate Classes 

* Acceptable Demand Factors 
Acceptable Precedents for Other 
Future Wholesale Contracts 

00449 ' 



With these considered as the key interests, we began to  develop a concept for a new rate approach 
We believe that the elenients of this new approach are. 

Establishment of a customer class for large wholesale contract ciistoniers 
Twenty-five year contract term 
Provision for minimum consumption 

* Provision for maximum flow rate 

Incorporating these elements for a new rate approach into a specific proposal for Indiana-American, 
we  ask your consideration of these provisions: 

First Ten Years 

Based on rate for existing wholesale CusIoiners 
h4inimuni consumption of I mgd per each ninety day period 
Maximum flow rate of 4 times ifie average tlow rate 

After Ten Years 

Option to establish second rate block 
First rate block at average day consumption ar rate for esistiiig wholesale custoiners 
Second rate block for consumption above average day a i  nor moi~e t h a n  I 25 times rate for 
exisring wholesafe customers L 

, Minimum consumption of 4 rngd per each ninety day period 
Masinium floti7 rate of2 5 times the average floiv rate 

By using the late for esistirig \vholesale customers, Indiana-American is assured of receiving a rate 
that h a s  met the approval of the Kentucky Public Service Corriniissioii for similarly situated wholesale 
customers in Kentucky It is our understanding, though, tliar this conremydared coritract will not be 
subject to the approval of the Kentucky PSC. Also, we are in receipt of an opinion by our General 
Counsel that these sales ivill not b e  subject to the Kentucky sales and use tax 

We hope that tllis proposal meets your expectations and that we can proceed in our discussions with 
this as the basis ofestablishing water seNce to Indiana-American Wata- Compaiiy. if we call provide 
any additional information, please feel free to call me a t  (502) 569-3663 or  Greg Meitzirian at (502) 
569-368 I .  We look forward to the opportunity to hr ther  disciiss our potential wholesale water 
relationship. 

Best Regards, 

Robert K Miller 
Vice Pr esi dent-Treasu rer 
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knhch~-LhertcanWikr Compv 
2300 Ricnmond Road Lexingion. Keniuckv 40502 

606-269-2386 

ELECQPY TRANSMrfTAL SHEET 

-.. 
FAX NO. (606) 268-6327 

W e  have a Sharp Model FQ-80CI Facsimile 

Number of pages, including cover: l o  
If you have any problems with receiving, piease call: L 

Phone: Go 1:- 7kE L 3 2  I -Ask for: cc-d\ dd 
--.1- 

Hard copy mailed: yes no W' 

P W S E  DELIVER TO THE ABOVE NAMED PERSON IMMEDIATELY. 

The infomration contained in this transmission is privileged. confidential and intended only for the use of 
the indMdUai or enthy named above. I f  you have received thls communication in enor, @ease notify 
Kemucky-Amerimn Water Company immddiatety by telephone, coiiect and r m m  the original message to 
us at the address shown via the US.  Postal Service. You will be reimbursed for the required postage. 
Thank you. 

I 

, 
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March 21, 1994 

hllr. ChetanTalwalkar 
581 Stratford Drive 
Lexington, KY 40503 

T H  T H I R D  S T R E E T  * L O U I S V I L L E .  K E N T U C K Y  

TEL 502-569-3600 FAX 5 0 2 -  5 8 5 - 2 8 0 6  

COPY: J. SIMPSON 
R .  MIJNDY 
S .  STOCKTD 
P. BALLARI) 

Dear Mr. Talwalkar: 

The following is in response to your information request: 

1. There has  not been a report generated at the Louisville Water Company enfitled 1 )  
"Cryptosporidium in the Ohio River Basin". An oral presentation on this topic was given at the 
Ohio River Basin Research Consortium Annual Meeting, and a copy of the slide presentation 
is enclosed. All routine data on pathogens levels in the Ohio River are found in the data 
compilation requested in Question 8. We do have preliminary data collection compiled over the 
last 8 months on the occurrence of cryptosporidiurn in the Ohio River. We would like to invite 
you to meet with our research scientisr to discuss any questians that you may have regarding this 
preliminary data collection. 

,I 1 

2,  Data on the occurrence of Atrazine and Alachlor is available in the computer summary 
reports provided as a result of this request. 

3. The Louisville Water Company (LWCo.) has investigated the use of wells as an alternate 
source of supply in 1945, 1980, and has initiated an additional project in 1994. The Louisville 
Water Company has one active pumping well just north of the River Pump Station #1 at Zom 
Avenue and River Road. This well has a capacity of 1 MGD, and is connected to our raw water 
supply via a 16" main. The well is a 30" by 42" gravel pack well, screened at the bottom 30 
feet, ending at the alluvium/bedrock interface. Detailed geologic description of the aquifer in 
t f i i s  area is available from the USGS Iduuisviile office. (Contact Thomas Mesko, 502 582-5241) 

4. The B.E. Payne Water Treatment Plant (BEPWTP) was put into operation in 1978, and has 
not been expanded in capacity since that time. The only significant change in treatment in recent 
years has been the conversion from liquid alum to ferric chloride as the coagulant. 

&low and attached is the information requested for BWWTP. Please note the attached plant 

, 

schematic for BEPWP (Exhibit 1). 
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- 5.a Pre-mix Facilities 

Low Lift Statistics 
Capacity - 60 MGD 
Average Flow (1993) - 23.9 MGD 

/ 

LWCo. maintains capabilities to feed potassium permanganate and copper sulfate at the 
low lift station. Feed capacities for these chemicals are 50 pounds per hour (PPH, see Exhibit 
1) and 1993 usages were 800 lbs. for copper sulfate and 110 pounds for potassium 
permanganate. Normal feed rates for those chemicals, when used, are 0.5 to 1.0 ppm. 
Additionally, powdered activated carbon (PAC) feed capabilities exist at the influent to the 
coagulation system. PAC feed capacities are 505 PPH at carbon slurry densities of 1 pound per 
gallon. PAC usage for 1993 was 23,154 pounds (Exhibit 2). PAC generally is utilized for taste 
and odor control, and organics removal, 

- 5-b  Coapolation and Sedimentation Facilities 

LWCo. operates and maintains three flocculation basins and three clarification basins. 
Flocculators are four speed horizontal turbine flocculators with three drive trains per flocculation 
unit. Clarifiers are square 2.9 million gallon (h4G) units with surface overflow rates of 890 
gallons per day per square foot. Primary coagulants - currently, fenic chloride, and coagulant 
aid polymer (cat Floc T), are added to the influent chamber to the flocculation units. Flash 
mixing is accomplished by a hydraulic jet mixer at the chemical addition point. Respective feed - 1 capacities and feed rate ranges utilized for these chemicals are noted below. 

Feed rate: 
Capacity 
Maximum 
Average (1993) 
Minimum 

Femc Chloride Polvmer 

588 PPH 100 PPH 
275 lbslMG 8 lbslMG 
143 lbs/MG 2.5 ibs/MG 
40 1bslMG 0 Ibs/MG 

LWC maintains continuous turbidity monitoring of raw and coagulated water. Control 
of coagulant feed rates is accomplished by automatic, combined feed-forward and feed-back 
control to produce a coagulated water with turbidity levels of 1.0 to 1.S "TU. Automatic 
control is augmented by bench scale jar tests, I C U ~ ~ R ~  checks of fwd equipment and routine 
performance assessments of continuous turbidity monitoring equipment- 

LOUISVILLE W7..47c'ER COnillPzZNY 
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_I 5.c Filtration Facilities 

LWC operates eight dual media, rapid sand filters. Filters are normally operated 2 gallon per 
minute per square foot range ( 6 MGD per filter) but are designed for 3 gallon per minute per 
square foot operation. Filtered turbidity is measured continuously and the turbidity of each 
operating Nter is measured on a daily basis, Operating goals are to produce a filtered water 
turbidity of 0.15 NTU or less and polymer is applied as a filtration aid if turbidities exceed 0.20 
NTU. Bachwash criteria are 100 hours maximum run time, six foot maximum head loss or 
filter turbidities greater than 0.25 NTU. BacLwash rates are 40 MGD (22 inches per minute) 
and surface wash is accomplished by above bed S-sweeps. i 

5,d clearwell facilities 

LWC operates and maintains a 6 h4G underground clearwell. Chemical feed capabilities include 
fluoride, chlorine and ammonia. Maximum feed capacities for fluoride are 50 PPH and dosages 
are relatively constant at an average of 30.5 lbs/h4G (as liquid hydrofluosilicic acid) due to 
constant fluoride levels in the Ohio River. Fluoride is generally fed at rhe influent lo the filter 
influent duct. Chlorine and ammonia feeds are discussed in section 5 3 .  

5.e Disinfection Procedures 

Primary disinfection at LWCo. is accomplished by b r e a Q o i n t  chlorination followed by 
ammoniation to produce a chloramine residual in finished land distribution water. Free chlorine 
is added at the influent to the filter inf luent  duct at a sufficient dosage rate to produce a 2.5 
mg/L free chlorine residual after filtration. Ammonia is added at the influent 10 the clearwell 
a: 2 4 to 1, residual chlorine to ammonia weight ratio to produce a predominp-qrly 
monochloramine finished water total chlorine residiral. LWC continuously monims free 
chlorine residuals of filtered water and total chlorine residuals of finished water. Chlorine 
dosage control can be accomplished by automatic feed-hack control or rnanudi control. Control 
set points are 2.5 mg/L free chlorine residual for filtered water and 2.5 mg/L total chlorine 
residual for finished. water. Chlorine may be added to influent of {he cleanvell, prior to 
ammonia addition, to augment chlorine residuals. 

Chlorine feed capacities are 1,000 pounds per day (PPD) and feed rates, averaging 36.4 
Ibs/MG (1993 average, Exhibit Z), vary from 30 Ibs/hlG to 50 Ibs/h$G, depending on chlorine 
demand levels. ammonia feed capacities are 30 pph with feed rates averaging 6-0 Ibslmg. 

k f  Finished water uara_meters - see water Qualitv result summan& 

3z ics Removal 

As one of ORSANCO's organic detection stations (QDS) LWC monitors Ohio River water daily. 
Other organics monitoring and frequency of rnonitorhg is detailed in LWC's water quality 
results summaries. Control of organics is accomplished by PAC and potassium permanganate. 

LOWISX7\rXLLE VVATER COMPANY 
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Feed capacities for those chemicals are 505 PPH for PAC, at PAC slurry densities of 1 
Ib/gallon, and SO PPR for potassium permanganate. Maximum, minimum and average feed 
rates for PAC are 400 lbs/MG, 20 Ibs/MG and 60 lbs/MG, respectively. PAC for 1993 was 
23,154 pounds. PAC is fed as a slurry at the influent to the coagulation flocculation units. 
Potassium permanganate feed statistics were discussed in section 5.a. 

6. A schematic for of LWCo.’s distribution system is enclosed. 

7. LWCo. has been involved in research since 1974 dealing with compliance issues with the 
SDWA. LWCo. is currently researching riverbank infiltration and enhanced coagulation as 
methods of dealing with the latest requirements of the SDWA. LWC has previously researched 
the processes of omnation, GAC adsorption, chlorine dioxide, and biological treatment in 
response to various requirements of the SDWA. At this time, it is anticipated that LWC will 
be able to meet all requirements of the Enhanced SWTR and the  D\DBP rules without 
modification to the current treatment process, LWC maintains a strong research program to 
allow quick response to developing regulations. No definite plans exist at this time for a 
modification to the existing treatment process 

8. Raw water quality parameters are provided in the printouts accompanying this response. 

9. LWCo.’s rate history is attached to this response. 

10. A copy of LWCo.’s annual report is enclosed. 

11 LWCo.’s short and long demand projections are provided in the enclosed report entitled 
Analysis and Projections for Water Sales. 

,L 

Once you have had an opportunity to review the packet, please give me a call at (502) 569-3640 
if you have any questions or comments. 

v Manager 
Government Affairs 

~ : . , O ~ ~ S V I . ~ , E  T$;~*TER COMPANY 
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PAC - 81/90 f l /W #S/325 GPH. 
POLYMER - g i / 3 0  82/70 PPH (b) 

ALUU - j 1 / 2 0  f2/220 PPH (3 SETS OF 2 PLJMPS) (c) 

y & p :  
F ~ c ~ )  - d i / i ~  p'z/iao PPH (3 SETS OF 2 PUMPS) (c) 

C*(Oti), - p1/1000 g2/rooo PPH 
NICO~ - i f l / l O O O  f2/1000 PPH (d) 

eA$ld$ FOLYMCR - 61/50 #2 /70  f'PH (b) 
F C C L X  - t1/16 $?./l50 PPH (3 SETS OF 2 PUMPS) (C) 

ALUM - f1/20 $2/220 PPH (3  SETS OF 2 PUMPS) fc) 
60 NED 
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Louisville Water Company 

Water 
Rate % 

Year Increase 

1985 
1986 
I987 
1988 
1989 
I990 
1991 
1992 
1993 
1994 

7.2% 
6.5% 
5.9% 
2.4% 
5.5% 
2.6% 
3.7% 
3.0% 
2.0% 
2.5% 

P 
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X30hRD OF WATER WORKS 
RULES AhQ REGULATIONS 

R.4TE SCHEDULE 

JANUARY 1, 1994 I 
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1 
i WATER RATES 

,I-- 

BOARD OF WATER WORKS RULES A N D  REGULATIONS 

RATES 6.00 

6.01 For the purpose of classifying revenues, and to provide for different classes of 
rares, there shall be established seven (7) classes of customers and three (3) areas 
of service. The classes of custoiners shall be identified as Residential, 
Commercial, Industrial, Fire Service, Fire Hydrants, Municipal, and Utilities 
Purchasing Water for Resale. The areas of service shall be identified as the area 
served by the Company and lying within the County of Jefferson, h e  area served 
directly by the Company through Company-owned facilities and lying outside the 
County of Jefferson and the area lying outside the County of Jefferson and served 
directly by the Conlpany throtl$ leased facilities and where a surcharge is 
imposed by the lessor. 

6.02 The rate charge for nietered waler service shall be comprised of two components 
which will represent: 

(1) the physical service provided and the potential demand of 
the customer as determined by the capacity or capacities of the 
rneter(s) installed. The charge for each nwter shall be  the product 
of the service charge for S/S" x 3/4" meter and the service charge 
factor listed herein. 

-,- -_--. ._e-.- -- 

MONTHLYBVTCE CHARGE FACTOR 

METER SIZE SERVTCE CHARGE FACTOR 

1.00 
2.50 
5.00 
8.00 
17.50 
30.00 
70.00 

125.00 I 

190.00 
290.00 
575.00 

5/8" X 314" . 
1 " 

1 212" 
2" 
3 
4" 
6" 
8 " 
10" 
12" 
16'' 

(2)" . the water consumption of the customer as registered on the , 

' meter+) biing used in the billing period. 

P 



The customer's bill for the billing period shall be the total of the service and commodity + -. 

charge for that period. 

General Rate Inside the County of Jefferson and Leased - 
County of Jefferson. 

All classes of customers talcing metered service directly from the Company and 
situated (I)  within the County of Jefferson or (2) outside the County of Jefferson 
and served through facilities owned by orhers but leased by the Company, and 
where a surcharge is imposed by the lessor, excepting the utilities purchasing 
water for resale, and excepting the municipal customers who shall be served as 
provided in  KRS 96.270 (3024a-6) at no cost to the customer, and excepting 
publicly owned fire hydrants per se, shall be charged in accordance with the 
following schedule. 

6.03 Facilities Outside the 

--- - I- 

.. I 

- - -  

SERVICE CHARGE MIIWWUM. MONTHLY BILL 
SERVICE CHARGE 

METER SIZE -- h'ln\rIMUM MONTHLY 'BTLL 

518"x3/4" $3.50 

1 1/2" 17.00 
2 " 28.00 
3 'I 61 -25 

105.00 4 " 

8 I1 437.50 
10" 665.00 
12" 1,015.00 
16" 2,012.50 

I " 8.75 

6" 245.00 

cII_ 

- COMMODTTYCW ARGE 

The charge for monthly uiage shall be computed in accordance with the following schedule: 
Thousand 

Flrst 
Next 
Next 
Next 
Next 
Next 

Gallons 
Per 

m o n t h  
3 at $3.19 Per 1,000 gallons 
3 ot 1.31 Per 1,000 galfons 

194 at 1.51 Per 1,000 gallons 
1,300 at 1.38 Per 1,000 gallons 
3,500 at 1.23 Per 1,000 gallok 
5,000 at .99 Per 1,000 gallons 

. -  _ . _ . .  - All consumptions 
, . , ~ . . . .-.i. ;: .. - in excess o f '  10,000 . at - ' I .92 P ~ ~ I , O O O  gallons s-- .r - _  

1 : .,- .  . I  
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I SCHEDULE OF 'FIRE SERVICE CHARGES 

The charge for fire service, where water may be taken for fire protection only, 
shall be in accordance with the following schedule. This charge will also be 
applicable to such fire hydrants as may be provided by private agencies. 

"* 

Siz.e: 4 I' 6 I' 8" 10" 12" 
Monthly Charge: $9.25 $19.00 $36.25 $71.75 $144.00 

General Rate Outside t he  County of Jefferson 

6.04 All classes of customers taking metered services directly from the Company and 
situated oulside the County of Jefferson, and served through facilities owned by 
the Company, excepting utilities purchasing water for resale, and excepting 
publicly owned fire hydrants, shall be charged in accordance with the following 
schedule: 

..I__ _-- .___..- 

SERVICE CHARGE MINIMUM MONTHLY BILL 

METER,.STZE 
518'' X 314" 

1 'I 

3. 112" 
3" 

3 
4 
6 I' 

8 ( I  

10" 
12" 
16" 

SERVICE CHARGE 
&UMUM MON'I'H'LY BTLL 

$3.50 
8.75 

17. SO 
28 -00 
61 -25 

105.00 
245.00 
437.50 
665.00 

1,015.00 
2,012.50 

The charge for monthly usage shall be computed in accordance with the following 
schedule: 

Thousand 
Gallons \ 

Per 
J.%!.&& 
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SCHEDULE OF FIRE SERVICE CHARGES 

The charge for fire service, wliere water may be raken for fire protection only, shall be 
in accordance with the following schedule. This charge will also be applicable to such fire 
hydrants as my be provided by private agencies. 

Size: 4 6" 8 'I 10" 12" 
Monthly Clinrge: $9.25 $19.00 $36.25 $71.75 $144.00 

6.05 UtiIities Purchasing Mfnter for Resale 

Public utilities which purchase water for resale wherever situated shall be charged 
$1.16 per thousand gallons for all water purchased, the elevated service area 
surcharge specified i n  Rule 6.06, and the service charge specified in Rule 6.02, 
if appiicable, to the poiut at which w l e r  is raken through the niaster meter. 

6,Oh Elcvnted Sei-vice Area Surcharge 

All customers shall pay a surcharge of S.19 per thotisand gallons if  water must 
be delivered at a higher elevation rh i i t  the general pressure plane sewed by the 

i Crescent Hil?/Cardinal Hill system. - 
6.07 At the Company's option, bills may be rendered month ly  or bimonthly. If the 

bills are rendered on a bimanthlp basis, the minimum monthly charge shown on 
the Schedule of Minimum Montiily Bill, and the gallons of water shown in the 
Schedule of Commodity Charges, and the monthly charge in  the Schedule of Fire 
Service Charges, shdl  be multiplied by two. 

I n  the event that payment for any charge is not made wifhin twenty (20) days 
from the billing date, the net amount of the bill shall be increased by 5% and the 
gross amount thus determined must be paid. One late payment will be accepted 
every twelve (12) biIIing periods at net amount if the bill is paid before the next 
billing date. 

6.08 

6.09 Where water is used without proper authorization, the estimated quantity of 
unmetered water used shall be paid for at the rate of $3.00 per thousand gallons. 

Water talcen form a Louisville Water Company public fill station shall be paid for 
at the rate of $2.50 per thousand gallons plus such deposits as may be established 
from time to time. 

6.10 

. . ?-:'--. 6,ll. n e  Company shall have the right to required fiat all customers Ning Bankruptcy .~ 
under Chapter 7, 11, or 13 of the Bankruptcy Cock, post a deposit equal to one 
a d  one-half times an average bill based on usage during the past twelve months. 
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Upon adoption, these rates shall become effective and apply to 
statements mailed on and after January 1,  1994. 

.. "I 

. .  . . . .  . . .  .. & ~ '  . . . . .  . . . . . .  . - . . . .  ,~:,._.: . . . .  ., ...... . :  ..... - :i .. *,+: :i I.: :*,. I . . -  .. 
. I  . . . . .  ,,.:. : " . .  . ?: . .;. 
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PRESENT RATES PROPOSED iNCRfXSE 
.-_.-- --." OVER 

UNmS 5 (Sl.000) 5 (sr.ooo) RATE 

-- -_-_l-_l_-.-.-- II_ 

i WTES REVENUE RATES REVENUE MISTING 

* %  

SIDENTlAL: Sdrvico Charge 

dater Sold 0 - 3  
4 - 6  
7-200 
201 - 1.500 

2485.662 EU. 3.50 8.E99.82 3.49 6.674.96 

6.869,bZl T.0. 
4.434.357 7.G 
2962.k T.G. 

33.445 T.G 

14.3OO.WO T.G 
---- 

1.19 0.174.85 
1.31 5.809.01 
1.51 4,473.49 
1.38 46.15 

1.13 7.762 67 
1.28 5.675.48 
1.46 4.325.36 
1.35 45.15 

--- 
2G.404 12 27.203 2 7  

2.6 

2 1  

259  
0.00 

253 

27 
0.0 

23 

w 

TOM Flusidonlid 

3.50 2.483.80 3..49 2478.70 709.656 ELU 

672511 T.G 
542267  TG.  

6.915.223 T.G. 
3.915.269 T.G. 

109.12s T.G. 
1.459.203 T.G. 

316.402 T.G. 

---- 

___ 
13.930.Dw T G. 

1.19 800.29 
1.31 710.37 
1.51 10.441.99 
138 5.603.07 
1.23 134.22 
0.99 1 3 4 4 . 5 1  

0.92 291.09 

WatarSdd 0 - 3  
4 - 6  
7 -200 
201 ~ 1 . 5 0  
1.501 - 5.000 
8.001 - f0.000 
Over 1o.m 

1.13 759.94 
1.28 694.10 
1.46 10.096.23 
1.35 5.285.61 
1.20 130.95 
0.98 1.430.02 
0 90 285.76 

_.__-.--. 
21.158.3 7 2 1.709.4 i Tom! Commercial 

99.096 EU. 3 50 346 04 INOUSTRIAL Servico Charge 3.49 345.85 

12540 T G  
11.105 T G  
356.070 T.G 

1.191.952 T G  
rsza.674 I- G. 
1.150.708 T G. 
1.973.871 T.G. 

6.225.030 T.G. 
___̂I- ...-- 

Water Sold 0 - 3 
4-6 
7 - 200 
201 - 1.500 
1,501 - 5.000 
5.001 - 1O.OW "' Over ~ 0 . 0 ~  

rod Industrid 

1.13 14 17 

1.25 1 4  32 
1.46 519 e6 
1.35 1.609.14 
1.20 1.834 41 
0.98 1.127.69 
0.530 7.776 413 

7 . 3  I 92 

- .-...-- 

1.19 14 92 
1 3 1  14 65 
1 5 1  537.6i 
1.30 1.64 4.89 
1.23 1.88027 
0 99 'I. 139.20 
0.92 1.815.96 

7,394.40 

3.50 11.YD<5 TOTAL RFTAlL: Service Chnsgo 3.49 11.497 50 3.294.414 EU. 
__ 

7.554.6?2 T.G. 
4,987,809 T.G 

10.233.870 T G 
5.140.666 T-G. 

2609,911 7°C. 
2290273 T.G. 

1.637.799 T.G 

Warcr Sold 0 - 3 
4-6 
7 - 200 
201 -1,500 
1,501 - 5,000 
5,001 - 10.000 
Over 10.000 

1 7 9  e.999 OG 
1.37 6.534.03 
151  15.453.14 

7.094.12 
1 23 2014 49 
0 99 2583.81 
0 92 2107.05 

i.1e 

I 

56,307.16 
0.19 1,374 37 

980.19 

1.13 0.536 ?e 
1 20 6.384.40 

146 74.941 4 5  
1.35 6.939.90 
1.20 1,965.36 
0 98 2557.71 
090  2061.25 

54.884 35 
0.19 1.374 37 

95G.00 

TOW General Pres. Retail 
84v.  Saw. Area Surchnrgo 
privalo Fire Servica~ 

3t.455.000 T.G. 
7.233.560 T.G 

3,451.16 
--II 

6211287 . 

4,596 EU. 
795.W T.G. 
$5O.O00 T.G. 

3.48 16.04 
1.13 898.35 
0.19 106.50 

1.018.89 

81.599.60 

--- 
---- 

3.50 16.09 
Y"16 92220 
0.19 104.50 

1.04279 

- 
c 

a155.65 

ENCLOSURE : 



C(%lPAF3SON OF MONTHLY FILLS AT VARIOUS CONSUMFTION LEVELS 
(GENERAL PRESSURE AFiEA) 

(METER CAPACIPI) 

i 

0 

3 

6 

10 

20 

40 

100 

200 

500 

1,000 

1 1 , 5 0 0  

5,000 

10,000 

76,430 

CQNSU MPTlON METER 
(Thousand Gallons) SIZE 

(Minimum Bill) 518 x 314' 

5ta x 314' 

(Average Bill) *. SfS x 314' 

518 x 314' 

518 x 3/4* 

1' 

" 1' 

2' 

2' 

3' 

3' 

6' 

8' 

(General Electric) Various 

10,591 (Salt River Water Dist) Various 

9,810 {Shepherdsville) ' Various 

* Residential Customer 

. I  

, *  . , .  . .  

PRESENT 
RATES 

3.49 

6.88 

10.72 

16.56 

31.16 

65.60 

153.20 

31 8.39 

725.39 

1.431.55 

2.106.55 

6.489.77 

1 1,581 "72 

73,026.40 

12,072.72 

I 1,329.32 

I 

PROPOSED 
RATES 

3.50 

7.07 

11.00 

17.04 

32.14 

67.59 

158.1 9 

326.43 

742.44 

1,465.69 

2,155.69 

6,644.44 

11,786.94 

74,564.96 

12,390.75 

11,624.31 

. . I .  . ! , :.'*., i" .  

. I  . ." . ... .r' 
" I : * :  

INCREASE 
AMOUNT % 

0.01 

0.19 

0.28 

0.48 

0.98 

2.00 

5.00 

10.05 

'I 9.05 

34.14 

49.14 

154.67 

205.22 

1,538.57 

31 8.03 

294.99 

ENCLOSURE 2 

:e. .. . 

Q.29 

2.76 

2.61 

2.90 

3.1 5 

3.04 

3.26 

3.16 

2.63 

2.39 

2.33 

2 3 6  

777 

2.1 1 

2.62 

2.60 

I 
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COMPAREON OF h1ONTHLY BILLS AT VARIOUS CONSUMPTION LEVELS 
(ELEVATED SEWICE AREA) 

(METER CAPACIIY) 
i 

0 

3 

6 

10 

20 

40 

100 

200 

500 

1,000 

,) 1,SOD 

12,143 

25,840 

- 

4,i 88 

4,007 

fi,742 

5,487 

CON S U M  PTlO N 
(Thousand Gallons) 

{Minimum Bill) 

(Average Bill) * 

(Ford Motor Company) 

(Mt. Washington) 

(West Oldham) 

(North Shelby) 

(West Shelby) 

(Taylorville) 

METER 
SIZE 

518 x 3/48 

518 x 314' 

518 x 314' 

5;a x 314' 

sia x 314' 

1' 

1' 

2' 

2' 

3' 

3' 

VafiOUS 

Various 

Various 

Various 

Various 

. Various 

PRESENT 
RATES 

3.49 

7.45 

11.86 

18.46 

34.96 

73.20 

172.20 

356.39 

87 8.39 

1,621.55 

2,391.55 

23,988.99 

34,597 18 

5,800.71 

5,350.20 

5.044 ~ 5 8 

7,304.47 

PROPOSED 
RATES 

3.50 

7.64 

12.14 

18 94 

35.94 

75.19 

177.19 

366.44 

a37 44 

1,655.69 

2.440.69 

24378.63 

35,373.78 

5,927.14 

5,470.59 

5,157.15 

7,469.26 

lNCREASE 
AMOUNT 

0.01 

0.1 9 

0.28 

0.48 

0.98 

2.00 

5.00 

10.05 

1 !?..os 

34.14 

4yO.14 

389.64 

776.60 

126.43 

120.38 

I 1  2.57 

164.80 

% 

0.29 

2.55 

2.36 

2.60 

2.80 

2.73 

2.90 

2.62 

2.33 

2.1 7 

2.05 

7.62 

2" 24 

2-18 

2.25 

2.23 

2 2 6  

* Residential Customer 

ENCLOSURE 3 
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20 LARGEST CUSTOMERS OF 
Th’E LOUISVILLE WATER COMPANY 

COMPANY 

B. F. Goodrich 

General Electric 

M S D  

Protein Technologies 

Ford Motors 

Ford Motors * 

E,!. DtJpflnt 

U.S. Naval Ord. Plant 

Philip Morris 

Harshaw - Filtrol 

American Synthetic Rubber 

United Catalysts, Inc 

Lou EOP Oil Products 

Fischer Packing 

American Synthetic Rubber 

Universal Uniforms 

Brown Forrnan 

Rhone-Poulrnc Jnc 

Frito Lay Inc 

Lou Gas & Electric 

L 

AVG MONTHLY 
CONSUMPTION 

F.G.1 

68,997 

59J78 

30.026 

26,697 

22,429 

17,758 

17.384 

13,501 

13,322 

13,117 

12,496 

12,110 

11,184 

10,962 

10,742 

10,657 

9,870 

9,381 

8,125 

8,054 

PRESENT PROPOSED DIFFERENCE 
RATES RATES ;AMOUNT 

64,976 $ 66,362 $ 1,386 

57,500 

30,314 

26,661 

22,768 

22,479 

18,035 

15,108 

14.5.72 

14.387 

13,828 

l3,420 

12.455 

12.256 

12,058 

11,841 

1 1,262 

I 1,551 

9,552 

9,675 

58,693 

30,921 

27,201 

23.222 

22,841 

I 8,388 

I 5,384 

.I 4,843 

14,655 

14,033 

13,667 

12,664 

12,479 

12.277 

.1zo59 

I 1,466 

1 1,795 

3,738 

9,860 

1,194 

608 

539 

454 

362 

352 

276 

272 

26 8 

205 

24 7 

22e 

224 

220 

21 7 

203 

244 

186 

1 a6 

x - - 
2.13 

2.08 

2 00 

2.02 

1.99 

1.61 

1.05 

I .83 

1.06 

1.86 

1.48 

‘1.84 

I .a3 

1.83 

1.82 

1 .a4 

1 3’1 

2.1 1 

1.95 

1.92 

* ELEVATED SERVICE AREA 
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4 1 5  S O U T H  T H l R O  S T R E E T  - L O U I S V I L L E .  K E N T U C K Y  4 0 2 0 2  

TEL 5C2-5eS-3E00 F A X  5 0 2  - 5 8 5 -  28C: 6 

F e b r u a r y  2 5 ,  1 9 9 4  

Mr. Che tan  TalWal .kar  
581 S t r a t f c r d  D r i v e  
L e x i n g t o n ,  Kentucky 4i3503 

R e :  I n f o r m a t i o n  Request:  

Dear  Mr. T a l w a l k a r  : 

T h i s  i s  t o  acknowledge  r e c e i p t  of your  l e t t e r  of  F e b r u a r y  14, 
1 9 9 4 ,  r e q u e s t i n g  i n f o r m a t i o n  and  documen t s  f r o m  t h e  
L o u i s v i l l e  Water Company. W e  a r e  t r e a t i n g  t h i s  r e q u e s t  iis a n  
o p e n  recorGs r e q u e s t  and n o t  i n  r e s p o n s e  t o  Case Number 93- 
4 3 4  c u r r e n t l y  b e f o r e  t h e  K e n t u c k y  Public Service Commission. 

I t  i s  o u r  i n t e n t :  to r e s p o n d  p r o f e s s i o n a l l y  t o  your  r e q u e s t ,  
however, p l e a s e  u n d e r s t a n d  t h a t  t h e  company i s  n o t  i n  a 
p o s i t i o n  t o  p r e p a r e  o r  c r e a t e  r e p o r t s ,  s t u d i e s  o r  o t h e r  
d o c u m e n t s  which are not :  i n  ex i s t ence ,  Al though  your  r e q u e s t  
w i l l  r equi re  s i g n i f i c a n t  t i m e  and work from s e v e r a l  
L o u i s v i l l e  Water Company e m p l o y e e s ,  it i s  n o t  a n t i c i p a t e d  
t h a t  y o u  will b e  c h a r g e d  f o r  t h e  i n f o r m a t i o n  t h a t  we p r o v i d e .  

L- 

With  t h e  above  i n  mind, w e  w i l l  make e v e r y  a t t e m p t  t o  r e s p o n d  
t o  you b y  y o u r  d e a d l i n e  of March 1 8 ,  1 9 9 4 .  

Manager 
Government A€ f a i I: s 

cc:  J o h n  L. Huber 
Greg Hei t zman 
Stephen A .  Hubbs 

bcc: Joe Helm 
L i n d s e y  Ingram 

, 
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T EL 5 0 2 - 5 6 9 .- 3 6 0 0 FAX S 0 2 - 5 6 5 - Z S 0 6  

Mr. Robert A. Edens 
Vice President & General Manager 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Dear Bob: 

Subject: Computation of Sample Water Bill 

Louisville Water Company staff has extensively reviewed and revised our rate study model to 
reflect the ratemaking methodology described in my letter to you dated March 3, 1993. I have 
enclosed an abbreviated version of this rate niodel including a sample billing assuming an 
average day af 3 MGD, maxinium day of 4 MGD and maximum hour of 5 MGD. This model 
is easily adaptable for computation of bills under a variety of average day, maximum day and 
maximum hour scenarios. 

1 1 

Please note that the distribution of costs is based on existing demand factors which are somewhat 
dated. These demand factors are currently being reviewed and may change as a result of 
demand studies in the future, thereby changing the allocation of costs among average day, 
maximum day and maximum hour. 

Operating Costs and Depreciation Costs to be allocated are From Schedule 2U and Schedule 3U 
respectively of our 1992 Rate Study. Return on PIant Investment is from Schedule 4U of the 
1992 Rate Study, except that the annual return is based on our retail rate of 9.35% rather than 
our wholesale rate of 1 1.35 % . 

The computation of the Kentucky-American Water Company share of these costs is based on 
total estimated units of service for all customer classes on Schduk 6 of the 1992 Rate Study. 

Please feel. free t call Bob Miller at 502/569-3663 if you have any further questions. a d  
._- 

John Huber 
President ) 

An Equal Oppor,tunity Employer 
00474 
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March 3, 1993 

4 3 5  S O U T H  T H I R D  S T R E E T  . L . O U I S V I L L E .  K E N T U C K Y  4 0 2 0 2  

T E L  5 0 2 - 5 6 9 - 3 6 0 0  FAX 5 0 2 - 5 8 5 - 2 8 0 6  

Mr. Robert A. Mens 
Vice President & General Manager 
Kentucky-American Water Conipany 
2300 Richmond Road 
Lexington, Kentucly 40502 

Dear Bob: 
I 

Subject: Water Sales Agreement Ratemakjilg Issues 

Louisville Water Company staff has evaluated a number of rateruaking methodoIogies as part 
of the contemplated wholesale water sales agreement. This letter is intended to serve as an 
outline of a methodology that we believe gives each participant a way of inanaging long-term 
risks. I have enclosed a copy of our 1992 Rate Study which is used as a reference in the 
foIlowing outline. 

I. 

1 - 
Investment Recovery For Existing Facilities Within Jefferson County {Demand 
Charge) 

A. KAWC provides long range consumption levels for planning 
purposes only. 

B. KRWC provides capacity commitment request for next year by 
October 1st of each year jn  terms of: 

1. Average Day Consumption 
2. Maximum Day Consumption 
3. Maximum Hour Consumption 

C. KAWC capacity commitment request must be at least equal to 
previous year request. 

D. I f  actual Average Day Consumption, hlaximum Day Consumption 
or Maximum Hour Consumption exceeds comnii trnent request, 
then actual consumption level replaces commitment request. 

An Equal Oppof6unit.y Employer 00481 
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1 .- 

E. Utility Rate Schedule 1 Depreciation Expenses (line 2) and Return 
on Plant Investment (line 3) then Aiocated to KAWC based on 
ratio of capacity Commitment request / ten-year system averages. 

1. (Average Day Coniniitment / System Ten-Ym 
Average Day Consumption) * (Base Depreciation 
Expenses -1- Base Return on Plant Investment) 

2. (Maximum Day Commitment / System Ten-Year 
Average Maximum Day Consumption) * (Max imum 
Day Depreciation Expenses 4- Maximum Day 
Return on Plant Investment) 

3. (Maximum Hour Commitment / System Ten-Year 
Average Maximum Hour Consumption} * 
(Maximum Hour Depreciation Expenses 4- 
Maximum Hour Return on Plant Investment) 

F. Water sold to KAWC would no longer be considered surpIus, and 
restrictions on use would be similar to retail customers. 

(3. Methodology eliminates KAWC retail risk for allocation of 
depreciation and return on piant investment. 

13. Important to identify those assets common to only retail customers. 

11. Recovery of Operating Expenses (Commodity Charge) 

A. Based on KRWC current year actual consumption or specified 
contract minimum, whichever is higher. 

R, lJtility Rate Schedule 1 Operating Expenses ( h e  I )  allocated to 
KAWC similar to methodology in I.E.1-3 above, except charged 
as consumption based item instead of fixed cost itern: 

1. (Next Year KAWC Average Day Consumption / 
Next Year Budgeted System Consumption) * Base 
Operating Expenses 

2. (Next Year KAWC Maximum Day Consumption - 
Next Year KAWC Average Day Consumption) / 
(Previous System Maxirnuni Day Consumption - 
Previous System Average Consumption) * 
Maximum Day Operating Expenses 

P 00482 



I 
i 

3. (Next Year KAWC Maximum Hour Consumption - 
Next Year KAWC Average Hour Consumption) / 

(Previous System Maximum Hour Consumption - 
Previous System Average Consumption) 

C. Elevated Service Area Surcharge charged as actual consumption 
based item. ESA Surcharge may reduce as a result of increased 
consumption. 

111. Service Charge 

A. Utility Rate Schedule 1 Customer Costs allocated based on sum of 
equivalent meter capacities * service charge per equivalent meter 
unit (see service charge specified in rule 6.02. 

IV. System Development Charge 

A. System Development Charge will be charged for the purpose of 
recovering past and future growth related capital expenditures for 
transniission and storage. 

€3. Based on sum of equivalent meter capacities * System 
Development Charge. 

C .  System Development Charge applied on one-time basis each time 
additional nieter capacity is added. 

V. Investment Recovery For New Facilities Within Jefferson County 

A. New facilities will be financrd through borrowed funds. 

€3. Investment will be recovered through collection of debt senlice 
payments from KAWC. 

C. Additional payment to reflect resulting Iowered LWC borrowing 
capacity may be deterniined. 

D. Contract termination provisions exclude recovery of debt service 
from KAWC. 

E, Cost of replacing or extending Iife of new facilities wilI be 
recovered from KAWC. 
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Conclusion 
1 .  

I look forward to discussing this rnatter with you in more detail on Monday, March 8th. Please 
feel free to contact me before then at 569-3680 if you have any questions or comments. Again, 
while there are a number of possible ratemaking alternatives, we believe that the above outline 
offers m optimal way for Kentucky-American Water Company and Louisville Water Company 
to rnariage their long-term risks. 

President 

. .  f 
~ ...- 
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WATER 
/ 

T H I S  WATER PURCHASE 

and  

PlJRCHASE AGREEMENT 

AGREEMENT d a t e d  a s  
i s  between 

LOUISVILLE WATER COMPANY, 
a mtinici.pa1 c o r p o r a t i o n  
4.35 South T h i r d  S t r e e t  
Lou i sv  il l e ,  Kentucky 4 0 2 0 2 

KENTUCKY-AMERICAN WATER COMPANY , 
a Delaware c o r p o r a t i o n  
2300 Richmond Road 
Lex ing ton ,  Kent-_uclcy 40502 

R E C I T A L S  

of t h e  --- day o f  

( "PURCHASER" ) 

A. S e l l e r ,  a m u n i c i p a l  c o r p o r a t i o n ,  a l l  of t h e  s t o c k  of 
which  i s  owned by t h e  C i t y  of L o u i s v i l l e  governed  by t h e  Board o f  
Water Works p u r s u a n t  t o  S e c t i o n s  96.230 through 96.315 of  t h e  
Kentucky Revised S t a t u t e s ,  i s  engaged i n  t h e  t r e a t m e n t ,  
t r a n s m i s s i o n  and  d i s t r i b u t i o n  o f  water  t o  c u s t o m e r s  w i t h i n  t he  C i t y  
of L o u i s v i l l e  and t h e  County of J e f f e x s o n  and  beyond. 

B. P u r c h a s e r ,  a p ro f i t -mak ing  C o r p o r a t i o n ,  i s  engaged i n  the 
t r e a t m e n t ,  t r a n s m i s s i o n  and  d i s t r i b u t i o n  of water i n  t h e  Lexington-  
F a y e t t e  County a r e a  and beyond. 

JL 

C .  Sel ler  p r e s e n t l y  has  s u r p l u s  c a p a c i t y  i n  its t r e a t m e n t  
s y s t e m  and  i s  a g r e e a b l e  t o  s e l l i n g  water t o  P u r c h a s e r  t o  t h e  e x t e n t  
such  sa le  w i l l  n o t  j e o p a r d i z e  S e l l e r ' s  s e r v i c e  o b l i g a t i o n  t o  its 
J e f f e r s o n  County cus tomers .  

D .  P u r c h a s e r ,  i.n t u r n ,  h a s  de t e rmined  t h a t  it w i l l  be i n  
need of a d d i t i o n a l  water s o u r c e s  d u r i n g  t h e  t e r m  of t h i s  Agreement. 
a n d ,  t h e r e f o r e ,  i s  d e s i r o u s  o f  p u r c h a s i n g  t rea ted  w a t e r  from Seller 
on t h e  terms h e r e i n a f t e r  se t  f o r t h .  

WITNESS 
\ 

I n  c o n s i d e r a t i o n  of t h e  p remises  s e t  f o r t h  below t h e  pa r t i e s  
a g r e e  a s  follows: 

.. . ._ 

1. Ex tens ion  o f  Main. S e l l e r  a g r e e s ,  s u b j e c t  t o  cost 
re imbursement  se t  f o r t h  h e r e i n a f t e r ,  t o  c o n s t r u c t  a t  i t s  cost a 
water m a i n ,  hav ing  a diameter; of t h i r t y - s i x  inches or more, 
e x t e n d i n g  from i t s  English S t a t i o n  Road s torage f a c i l i t y  i n  
J e f f e r s o n  County, Kentucky t o  a p o i n t  i n  t h e  J e f f e r s o n - S h e l b y  
County l i n e  where such l i n e  i n t e x s e c t s ,  more or less, with 

, t h e  contempla ted  p o i n t  of d e l i v e r y  of water 
t o  the Purchaser {the " P o i n t  of D e l i v e r y " ) .  Design of the main by 
S e l l e r  w i l l  commence upon n o t i f i c a t i o n  of t h e  Purchaser  that it has 
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o b k a i n e d  t h e  n e c e s s a r y  a p p r o v a l s  to proceed  w i t h  i t s  c o n s t r u c t i o n  
o f  a m a i n  e x t e n d i n g  from t h e  P o i n t  of D e l i v e r y  t o  i t s  sys tem i n  
L e x i n g t o n - F a y e t t e  County. The main b e i n g  i n s t a l l e d  by t h e  S e l l e r  
s h a l l  be  owned and m a i n t a i n e d  by it. 

2 .  Rehhursements t o  Se l le r  of i t s  Main C o n s t r u c t i o n  and Debt 
S e r v i c e  C o s t s  R e l a t i n q  There%. P u r c h a s e r  a g r e e s  t o  r e i m h u r G  
Sel ler  f o r  t h e  cost  of such  main e x t e n s i o n  and  for t h e  d e b t  s e r v i c e  
cos t  i n c u r r e d  by Sel ler ,  r e l a t i n g  t h e r e t o ,  by r e i m b u r s i n g  t o  t h e  
S e l l e r  i t s  d e b t  service cos t ,  as  i n c u r r e d ,  i n  bo r rowing  t h e  f u n d s  
f o r  t h e  d e s i g n  and c o n s t r u c t i o n  of t h e  main and t h e  cost of 
i s s u a n c e  of t h e  d e b t  i n s t r u m e n t s  r e l a t i n g  t h e r e t o .  I n  t h e  e v e n t  
Se l le r  e l ec t s  t o  install a main e x t e n s i o n  f r o m  i t s  E n g l i s h  S t a t i o n  
Road s t o r a g e  f a c i l i t y  to t h e  p o i n t  of d e l i v e r y  i n  e x c e s s  of 36 i n c h  
i n  d i a m e t e r ,  Sel ler ,  n o t  P u r c h a s e r ,  w i l l  pay a l l  cos t s ,  i n c l u d i n g  
d e b t  service c o s t  and bor rowing  expenses  i n c u r r e d  b e c a u s e  of the  
i n c r e a s e d  s i z i n g  of t he  main .  Ln t h e  e v e n t  Sel ler  e lec ts  t o  b u i l d  
a l a r g e r  m a i n ,  it will so n o t i f y  P u r c h a s e r  and  w i l l .  p r o v i d e  
P u r c h a s e r  w i t h  estimates of t h e  d i f f e r e n c e  between t h e  c o s t  of t h e  
36 i n c h  main i n s t a l l a t i o n  and  bor rowing  c h a r g e s  and  t h e  c o s t  of t h e  
main a c t u a l l y  be ing  i n s t a l l e d .  

--- 

3 .  Completion of  C o n s t r u c t i o n .  Se l le r  s h a l l  c a u s e  t h e  m 2 i n  
e x t e n s i o n  from i t s  E n g l i s h  S t a t i o n  Road s t o r a g e  f a c i l i t y  t o  the  
P o i n t  o f  D e l i v e r y  t o  be comple t ed  w i t h i n  t h i r t y - s i x  months of t h e  
day  P u r c h a s e r  gave i t s  a p p r o v a l  to t h e  f i n a n c i n g  a r r a n g e m e n t s  or  
t h e  i n i t i a l  c o n s t r u c t i o n  c o n t r a c t ,  whichever  came l a t e r ,  d e l a y s  
caused  by wea the r ,  labor d i s p u t e s  or  acts  of God o p e r a t i n g  t o  
e x t e n d  Seller s comple t ion  deadline .) 

- 
4 .  P u r c h a s e r ' s  Prepayment P r i v i l e g e .  Assuming t h a t  t h e  

f i n a n c i n g  ar rangements  p e r m i t  prepayment of t h e  p o r t i o n  of the  
f i n a n c i n g  t o  be re imbursed  by P u r c h a s e r ,  and so l o n g  as P u r c h a s e r  
i s  n o t  i n  d e f a u l t  i n  any of i t s  payments w i t h  r e s p e c t  t h e r e t o ,  
P u r c h a s e r  may, a t  i t s  o p t i o n  a n d  a t  any t i m e  a prepayment p r i v i l e g e  
i s  a v a i l a b l e ,  i n s t r u c t  Se l le r  t o  exercise  t h e  prepayment p r i v i l e g e  
p r o v i d e d  i n  t h e  f i n a n c i n g ,  P u r c h a s e r  pay ing  o v e r  t o  Seller or i t s  
f i sca l  a g e n t  a t  t h e  t i m e  such  i n s t r u c t i o n s  are  given t h e  f u n d s  
n e c e s s a r y  t o  e f f e c t  t h e  prepayment and a l l  r e a s o n a b l e  c o s t s  
r e l a t i n g  t h e r e t o .  

5 .  Purchase  o f  Water - Q u a l i t y  and Q u a n t i 2 .  S e l l e r  a g r e e s  
to f u r n i s h  t o  Purchase r  a t  t h e  P o i n t  of Delivery d u r i n g  t h e  t e r m  of 
t h i s  Agreement, and any r enewa l  or e x t e n s i o n  t h e r e o f ,  t r e a t e d  w a t e r  
a t  a flow ra te  n o t  t o  exceed  t w e l v e  thousand ( 1 2 , 0 0 0 )  g a l l o n s  p e r  
minute. P u r c h a s e r  a g r e e s  t o  p u r c h a s e  and Sel ler  agrees t o  s e l l  
d u r i n g  t h e  months of October th rough  A p r i l  of each y e a r  (the "Non- 
i r r i g a t i o n  Season") of t h e  term no less  t h a n  3 , 0 0 0 , 0 0 0  gallons of 
Se l le r ' s  water, a day ,  and no l ess  than 5 ,000 ,000  g a l l o n s ,  a day ,  
d u r i n g  t h e  months of May t h r o u g h  September of each year ( the 
" I r r i g a t i o n  Season"} of  t h e  t e r m .  Pu rchase r  u n d e r s t a n d s  and agrees 
t h a t  s h o u l d  it w i s h  t o  be s u p p l i e d  with mole t han  
m i l l i o n  g a l l o n s  a month d u r i n g  t h e  I r r i g a t i o n  Season or  
m i l l i o n  g a l l o n s  a month d u r i n g  t h e  N o n - i r r i g a t i o n  Season ,  the sale 
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of such  s u r p l u s  w i l l  f i r s t  be s u b j e c t  t o  t h e  Agreement o f  t h e  
S e l l e r  who, p r i o r  t o  c o n s e n t i n g  t h e r e t o  f i r s t  must  assess o t h e r  
r e q u i r e m e n t s  upon i t s  sys t em.  

6 .  P r e s s u r e  a t  P o i n t  of D e l i v e z .  The w a t e r  p r e s s u r e  a t  t h e  
p o i n t  of d e l i v e r y  w i l l  h e  f u r n i s h e d  a t  a r e a s o n a b l y  c o n s t a n t  
pressure,  c a l c u l a t e d  a t  e l e v a t i o n  p .p .  m s l .  If g r e a t e r  
p r e s s u r e  t h a n  no rma l ly  a v a i l a b l e  a t  t h e  P o i n t  of D e l i v e r y  i s  
r e q u i r e d  by P u r c h a s e r ,  t h e  cos t  of p r o v i d i n g  such  greater  pxessuxe  
s h a l l  be borne  by it. Emergency f a i l u x e s  of p r e s s u r e  OK supp ly  d u e  
to main h r e a k s ,  power f a i l u r e ,  f l o o d ,  f i r e  and u s e  of water t o  
f i g h t  f i r e ,  labor  u n r e s t ,  e a r t h q u a k e ,  t o r n a d o  or o t h e r  
e x t r a o r d i n a r y  c i r c u m s t a n c e s  s h a l l  excuse  Se l l e r  from t h i s  p r o v i s i o n  
f o r  such r e a s o n a b l e  p e r i o d  of t i m e  as may be n e c e s s a r y  to resolve 
t h e  s i t u a t i o n .  

7 .  Me te r inq  Arrangements .  Seller agrees to f u r n i s h  a n d  
i n s t a l l  a t  t h e  Point. o f  D e l i v e r y  a s e r v i c e  meter ox b a t t e r y  of 
meters, i n c l u d i n g  meter house  o r  v a u l t ,  f o r  p r o p e r l y  measu r ing  t h e  
q u a n t i t y  of water b e i n g  d e l i v e r e d  t o  P u r c h a s e r  and to ca l ibra te  
s u c h  m e t e r i n g  equipment  whenever r e q u e s t e d  by P u r c h a s e r  b u t  n o  more 
f r e q u e n t l y  t h a n  once  e v e r y  s i x  months. A m e t e r  r e g i s t e r i n g  n o t  
more t h a n  t w o  p e r c e n t  ( 2 % )  above  o r  below t h e  t e s t  r e s u l t  s h a l l  be 
deemed t o  be a c c u r a t e .  P r e v i o u s  r e a d i n g s  o f  any meter disclosed by  
t e s t  t o  be i n a c c u r a t e  s h a l l  be c o r r e c t e d  fo r  t h r e e  months p r e v i o u s  
t o  s u c h  t e s t  i n  acco rdance  w i t h  t h e  p e r c e n t a g e  of i n a c c u r a c y  found 
by s u c h  t e s t .  I f  any m e t e r  f a i l s  t o  z e g i s t e r  f o r  any p e r i o d  t h e  
amount  of w a t e r  f u r n i s h e d  duxirig such p e r i o d  s h a l l  b e  deemed t o  be 
t h e  amount of w a t e r  d e l i v e r e d  i n  t h e  c o r r e s p o n d i n g  p e r i o d  
i m m e d i a t e l y  p r i o r  t o  t h e  f a i l u r e ,  u n l e s s  Se l l e r  and P u r c h a s e r  s h a l l  
agree o t h e r w i s e .  An a p p r o p r i a t e  o f f i c i a l  of t h e  P u r c h a s e r  s h a l l  
have a c c e s s  t o  t h e  m e t e r  a t  r e a s o n a b l e  times f o r  t h e  pu rpose  of 
v e r i f y i n g  i t s  r e a d i n g s .  

8 .  R a t e s  and Payment.  P u r c h a s e r  s h a l l  pay  t o  S e l l e r  for  
water d e l i v e r e d  under  t h i s  Agreement i n  a c c o r d a n c e  w i t h  t h e  rates 
d e t e r m i n e d  i n  acco rdance  w i t h  t h e  p r o v i s i o n s  se t  f o r t h  i n  S c h e d u l e  
A ,  a t t a c h e d  h e r e t o  and made a p a r t  he reo f  by r e f e r e n c e ,  such  ra te  
t o  be a d j u s t e d  a n n u a l l y ,  e f f e c t i v e  wi th  t h e  f i r s t  day of J a n u a r y  o f  
each y e a r ,  based  on d e t e r m i n a t i o n s  made as of t h e  p r e v i o u s  calendar 
y e a r  and computa t ions  r e s u l t i n g  t h e r e f r o m .  Recogn iz ing  t h a t  
P u r c h a s e r ' s  sys t em w i l l  n o t  be r eady  t o  a c c e p t  S e l l e r ' s  water a t  
t h e  P o i n t  o f  D e l i v e r y  u n t i l  some t i m e  i n  199-, t h e  p a r t i e s  
u n d e r s t a n d  and agree t h a t  it w i l l  n o t  be u n t i l  s h o r t l y  p r i o r  t o  t h e  
s t a r t  of w a t e r  d e l i v e r y  t h a t  t h e  i n i t i a l  r a t e  o b l i g a t i o n s  can  be 
d e t e r m i n e d .  S e l l e r  s h a l l  i n v o i c e  Purchaser on a month ly  b a s i s  
fo r  water for t h e  p r e v i o u s  month, P u r c h a s e r  t o  r e m i t  payment 
therefore w i t h i n  d a y s  of r e c e i p t  of S e l l e r ' s  b i l l i n g .  
Failure t o  pay w i t h i n  such  t i m e  will r e s u l t  i n  a p e n a l t y  of 

-- -_. percent ( 8 )  p e r  month for  such  d e l i n q u e n c y  i n  
a d d i t i o n  t o  any o t h e r  remedies and o p t i o n s  avai lable  t o  Seller as 
s e t  forth hereinafter.  

i 
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9 .  Purchaser  Warrant ies  and Agreements. Purchaser  warran ts  , 
covenants  and a g r e e s  as fo l lows :  

( a )  That  it w i l l  n o t  s e l l  water provided  under t h i s  Agreement 
t o  s e r v e  a r e a s  w i t h i n  t h e  geographica l  boundar ies  of J e f f e r s o n  
County, t.o serve areas then  be ing  se rved  by who lesa l e  customers of 
S e l l e r  or t o  s e r v e  r e t a i l  systems then h e i n g  l e a s e d  o r  managed by 
S e l l e r .  

(b) That  i t s  demand for water  under t h i s  Agreement s h a l l  n o t  
exceed t h e  g a l l o n s  per minute  s e t  f o r t h  i n  paragraph  5 ,  above, and 
t h a t  t h e  t o e a 1  g a l l o n s  t aken  pe r  month w i l l  meet t h e  minimum b u t  
w i l l .  n o t  exceed t h e  monthly maximum set f o r t h  i n  paragraph 5,  
e x c e p t  t o  t h e  e x t e n t  i n c r e a s e d  by subsequent  agreement .  

(c) That i t -  s h a l l  be r e s p o n s i b l e  for t h e  maintenance of water 
q u a l i t y  and p u r i t y  a t  any p o i n t  beyond t h e  P o i n t  of Del ivery ,  and 
Purchase r  assumes a l l  l i a b i l i t y  f o r  any and a l l  damages of any kind 
i n c l u d i n g  hut. n o t  l i m i t e d  t o  i n j u r i e s  t o  p r o p e r t y  or persons  which 
occur d i r e c t l y  OX i n d i r e c t l y  a s  a r e su l t -  of impure o r  substandard 
water emanat ing beyond t h e  P o i n t  of De l ive ry .  

(d) That  Sel ler  s h a l l  no t  be l i a b l e  o r  accountable  for  any 
b u r s t i n g ,  b reakage  or a c c i d e n t  o f  any k i n d  t h a t  may occur  wi th in  
P u r c h a s e r ' s  water  system, or any damages o f  any kind OX na tu re  
i n c l u d i n g ,  b u t  n o t  l imited t o ,  i n j u r i e s  t o  pe r sons  or damage t o  
p r o p e r t y  r e s u l t i n g  from such b u r s t i n g ,  breakage ox a c c i 6 e n t  of 
water m a i n s  or p i p e s  l o c a t e d  beyond t h e  P o i n t  of De l ive ry .  

(e )  The Se l le r  s h a l l  n o t i f y  immediately t h e  Purchaser  of any 
emergency o r  c o n d i t i o n  which may a f f e c t  t h e  q u a l i t y  of water  i n  t h e  
P u r c h a s e r ' s  system. That S e l l e r  w i l l  p rov ide  P u r c h a s e r  w i t h  t h e  
same d i s c o u n t  it prov ides  i t s  o t h e r  l a r g e r  customers .  

( f )  S u b j e c t  t o  t h e  p rov i s ions  of paragraph  1 0  (b) , below, 
S e l l e r  w i l l  n o t  be c o n s i d e r e d  i n  breach  of t h i s  Agreement i f  it 
f a i l s  t o  d e l i v e r  s u f f i c i e n t  water  to t h e  P o i n t  of  De l ive ry  pursuant 
t o  paragraph  5 ,  above, due  t o  reasons  beyond Seller ' s  c o n t r o l .  

1 0 .  Seller Warrant ies  and Aqreernent. S e l l e r  warran ts ,  
covenants  and  a g r e e s  a s  fo l lows:  

( a )  That  t h e  watier d e l i v e r e d  t o  t h e  P o i n t  of Del ivery  s h a l l  
m e e t  a p p l i c a b l e  p u r i f i c a t i o n  s t anda rds  of t h e  Kentucky Natural  
Resources  and Environmental  P r o t e c t i o n  Cabine t  and ,  or such 
successo r  r e g u l a t o r y  agency as may be a p p r o p r i a t e  as such changes 
are mod i f i ed  from t i m e  t o  t i m e  du r ing  t h e  t e r m  he reo f .  

(b)  That i n  t h e  e v e n t  of an extended s h o r t a g e  o f  water ,  or 
t h e  supply  of water a v a i l a b l e  t o  S e l l e r  i s  d iminished  far reasons 
beyond its c o n t r o l ,  t h e  supply  of water t o  Purchaser: s h a l l  be 
reduced or  d imin i shed  in the same r a t i o  OK p r o p o r t i o n  as t h e  supply 
t o  S e l l e r ' s  r e t a i l  customers i s  reduced or diminished .  

- p 4  - 00488 
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(c) T h e  P u r c h a s e r  s h a l l  n o t i f y  immedia t e ly  t h e  S e l l e r  of  any 
emergency o r  c o n d i t i o n  which may a f f e c t  t h e  q u a l i t y  of water i n  t h e  
Seller's sys tem.  

11. D u r a t i o n  of Aqreement. Th i s  Agreement commences w i t h  t h e  
effect ive d a t e  h e r e o f ,  and s h a l l  e x p i r e  seven ty - f i . ve  ( 7 5 )  y e a r s  
t h e r e a f t e r  . 

1 2 .  R i g h t s  t o  Te rmina te  Agreement. 

( a )  T h i s  Agreement may be t e r m i n a t e d  by P u r c h a s e r  p r i o r  t o  
i t s  e x p i r a t i o n  upon s i x  months '  advance n o t i c e  i n  t h e  e v e n t  of any 
oE t h e  f o l l o w i n g  o c c u x r e n c e s :  

(i) Repeated  f a i l u r e  of  Seller t o  m e e t  i t s  water 
d e 1 i v e  r y re q u i  r erne n t s 

fii) Repeated  f a i l u r e  of Seller t o  m e e t  wa te r  
p u r i f i c a t i o n  s t a n d a r d s ,  r ec i t ed  he re inabove .  

(b) This Agreement may he  t e r m i n a t e d  by S e l l e r  p r i o r  t o  
e x p i r a t i o n  upon s i x  months '  advance w r i t t e n  n o t i c e  i n  t h e  e v e n t  of 
any  of t h e  f o l l o w i n g  o c c u r r e n c e s :  

(i) F a i l u r e  of Purchase r  t o  pay  i t s  monthly 
ob l iga t ion  w i t h i n  days  of t h e  due d a t e  far 
month ly  w a t e r  s e r v i c e .  

(ii) Revocation of P u r c h a s e r ' s  a u t h o r i k y  t o  o p e r a t e  a 
water d i s t r i b u t i o n  system by one  or more 
gove rnmen ta l  a u t h o r i t i e s  h a v i n g  j u r i s d i c t i o n  
t h e r e o f .  

(iii) F a i l u r e  t o  a b i d e  by one o r  more of t h e  w a r r a n t i e s  
s e t  f o r t h  i n  paragraph  9 o r  to p u r c h a s e  t h e  minimum 
q u a n t i t i . e s  s p e c i f i e d  i n  p a r a g r a p h  5 he re inabove .  

( c )  P r o v i d e d ,  however,  t e r m i n a t i o n  of t h i s  Agreement by 
e x p i r a t i o n  or  o t h e r w i s e  s h a l l  n o t  o p e r a t e  t o  r e l i e v e  Purchase r  of 
any f i n a n c i a l  o b l i g a t i o n s  to S e l l e x ,  as se t  f o r t h  h e r e i n  or 
otherwise,  n o r  s h a l l  t e rmi .na t ion  o p e r a t e  t o  re l ieve  Se l le r  of any 
ther? e x i . s t i n g  o b l i g a t i o n s  t o  PuKchaser a x i s  i n g  hereundex . 

13. M i s c e l l a n e o u s .  

28:c j f :  15 
UT1 .B85 7 1 
15 : KYAN. agm 
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TEL SQ2-569-3600 FAX 502-565-2806 
JOHN L. I-IUBER 

PRCSIDEEIT 

M t m h  1, 1993 

Dcar H o b :  

RE; Api-il 25, 1993 Kecept.ioti and Dinner 

)- Also ciicloscd is an opinitm I asked Joe Helm. 011~ ~cncl-al Cuunscl, tti provide regarding 
whether 1his 1-eception and rlinncr might involve the Open Meetings LAIW, Joe's opinion is  
lhat as long as the dinner is a social event with no plaizncd agcnda for  discussing puhlic 
lsusiricss and no action, cithcr foi-mal or informal, is taken, the dinncr docs not conic undcr 
the Opcn Mcctings Law. 

Si nccscly. 

/ John L. Huher 
Pimi d cn t 

JLt-l/pj 
Attachment 

i 

An Equal Oppo$unify Employer 00490 , 
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Distribution List: i 

The Iinnorahle Jerry E, Ahramson 
Mayor of the City of Lxmisville 
City H ~ l l  
CrQl West Jeffr=rsotl Street 
Louisville. KY 40202 

Mi.. Stcwwt E. Comer 
Wyatt, T~rrnnt & Combs 
28#U Citizcns PImi 
IAuisvillc, KY 40202 

Mr, Phillip D. Uond 
Metro IJnited Way * 

334 E. Mroadway 
P.Q. Box 4488 
T xruisville, KY 40202 

Ma. Christine A, Hatisen 
2765 Casselberry Road 
fmiisville, KY 40205 

Mr. John S. Morerneri 
Sulgrave Press 
ZOOS Longest Avenue 
Louisville, KY 40204 

Mr. Juhn I... Huber 
President 
luti isvill c Waic I Coni pa ny 
43s Soul11 Third Strect 
Lmisvilic, KY 40202 

Mr. Joseph B. Heitii 
Brown Todd & Heyburn 
1600 Citizens f’1laY.d 
LouisviIlc, KY 40202. 

M s ,  Jom Riehm 
Dcpwy Mayor, Development 
601 West Jefferson Street 
huisvillc. KY 40202 

Alternates: 

Mr. Gregary C. ITeitzman 
Vice President Sr. Chief Engineer 
IAU isvi 11 e W at cr Corn puny 
435 South Third Street 
1.x)ttisvilIe~ KY 40202 

R4r. Robert K. Miller 
Vice Pres. of Finance Nt ‘I’reasurer 
LiuisvilIe Wtiter Carnpary 
435 South Third Street 
I ,ouisville~ KY 40202 
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KATHAYH J. L E E  HURRAY o. X t p i c r . '  '1, 
LCSLlt  W HDORf 
HICHAEL'O UURR Y t  
MICHAEL W: OIICR\ 
ROHAlO C. W 5 .  JR. 
tW H. JAfiRClT 
DU$1111 t HrCX 
CHARLEB 1. hDFfHAh 

GUCCCR TODD 'lCXIIIO1OH D F W C  
PHILIP P A R O t R I  
WARSHALL P lLlrRtb 
RANDOLPI~ i. wowu I6061 t!lI*QDDS GCOAOC 2, DUOLCV 
EDWAAO U O H H I C  
MAR6 0. %LION 

O r  COUN5EL 

1?00 I t ~ l H t f O N  rlUANClA1 CCll lCA 
tUlNP7bh'. t.IHTUCIY 4010t.lf48 

TKLCCOPKR (8061 231 001 i 

"INDIAHA OFFICC 
s u m  eo4 
CISBY C481 

LOO PCAAL 6 l R F E l  

February 2 6 ,  1 9 9 3  

Mx. J o h n  L. Huhcr, P r e s i d e n t  
I;ou i s v i 3. IC v?a ter  Comptiny 
435 S o u t h  Thirci  S t r ee t  

<\ Lnu j. sv i J. IC, K e n t r c k y  4 0 2 0 2 

R e :  A m e x  icall Waterworks Company Board I n v i t a t i o n  
__L-_ __-_ --- 

I_ 

Dear John : 

Enclosad i s  a maniorancluni prepaxed f o r  Chuck A l l e n  cind ino by  one 
of our fine y o u n g  a s s o c i a t c s ,  Michael Green w h o ,  f o r t n n a t e l y ,  fouild 
a good A t t o r n e y  General's o p i n i o n  and who has  been a b l e  to 
d i s t i n g u i s h  oiir f a c t s  from t h e  f a c t s  in seve ra l  cases t h a t  !icld 
against a claimed cxemption from t h e  OJXQ~ meeting l a w  r a q u i r c m e n t s  . 

Please c a l l  me, Chuck OL Michael. if you have any  guestjons in 
this regard.  

,doaeph B .  H c l n t  
I 

En c, 1 D s tir e 

28:cjf: 15 
UTl.CO854 
15:flbr5 .Itr 
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LWC-RDM, SUCS.  

1 

Tb x Joseph B. Helm 

BRoM: Michael. Z .  Green 
DATE: February 26, 1993 
RE: Board of water. Work5 Dinner Invita- 

Char les  E. Allen III 

Fnats: The Board of Water Works ( l1B\W") ,  a Kentucky public 
agency ,  expects t h a t  it w i l l .  be i n v i t e d  to a d i n n e r  held by the 
Board o f  Directors of the American Water works Company, Xnc. 
(itAWTiltl), a private entity and parent c o r p o r a t i o n  of t h e  Kentucky- 
American Water Company. The i n t e n t  o f  t h e  dinner w i l l  be a soc ia l  
gathering to g e t  acquainted with each other and there w i l l  be no 
agenda f o r  the discussion. o f  any public business. 

Issue: Wi.11 this d i n n e r  be sub jec t  to the requirements of the 
Kentucky Open Meetings A c t  ( t h e  t r A c t o ) ,  KRS § §  61.805 - G1.8SQ, 
assuming a quorum of B W ' s  members a t t e n d ?  

B r i e f  Con,cluaion: No, as l ong  a6 t h e  d i n n e r  is limited t o  a 
souia l .  event at which B W  t akes  no board action, formal or informal .  

Discussion & Analvsfs: The Act defines a meeting as kfaL1 
gatherings of every k ind ,  regardless of where the m e e t i n g  is held, 
and whether regular Qr special and information or casual  gather ings 
held in a n t i o i p a t i o n  of or in conjunction w i t h  a regular or special 
meetings.1t KnS 5 61.855. llALX meetings of a quorum af t h e  members 
o f  any public agency at which any public business  is discussed or 
at which any ac t ion  i s  taken by the agency, shall be p u b l i c  
meetings, open ta t h e  public at a l l  times..,.f1 XRS g 61.810. There 
are twelve exceptions to tho A c t  that p r i m a r i l y  p e r t a i n  to meetings 
held by specific agencies  or on specific topics. u. None ~f t h e  
f a c t s  given would apply  to any of these exceptions.  

The i n t e n t i o n  of the A c t  is to prevent ftsecretli meetings where 
any public business is d i s c u s s e d  01: a t  which official action is 
taken. See courier Journal v. Universitv aE Louisville, 596 S.W.2d 
374, 376 (1980) ('lit is the policy of the Cornmanwealth that  the 
formation of publ i c  po l i cy  is public business and may not: be 
conducted &secret" and a ga the r ing  is subject  to public scmtiny 

pusiness is d h c u  ssed.tr) .  However, a. quorum o f  a public board may 
discuss a public mat te r  at a gathering other than a regular meeting 
without: violating the A c t ,  if no "secret1' meeting is held and no 
of f i c ia l  ac t ion  on that matter is talcan u n t i l  the  matter is publicly 
aired i n  the press and broadcast media. Beckh am v. city o f  Bowl i n q  
=@en, 743 S+W.2d 853, 861 (Ky. App. I988), 

when held  "in conjunction w&m a meeting at wh4.ch anv Dub1 ic 

i 
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I€ a quorum of B W  attends a soc ia l  gathering which is not 
convened or hosted by it, the A c t  would not  Come i n t o  play  because 
no meeting under XCRS 6 2 . 8 2 0  has occurred. OAG-78-634. A l s o ,  when a 
quorum of the mambers of a board attend a social- event hosted by an 
entity other  than the public agency, there is no need to notify tho 
news media of such a t t endance .  M. 

It appsars from these  opin ions  t h a t  if the d i n n e r  remains a 
social event held by AWW with no organized discuss ion of public  
business, it is not subjec t  to t h e  A c t .  Howwar, if! any bus iness  is 
discussed a t  the dinner that i s  used in formulating BW's public  
policy ar Caking an of f i c i a l  a c t i o n  by BWW, a violation of the A c t  
may ensue. This violation would be based on having a "secretf1 
meeting by not following the "special meeting" requirements i n  KRS 
5 61.823, i . e . ,  pas t ing  not ice ,  n o t i f y i n g  the media, and allowing 
p u b l i c  access. 

Ir2p&olusion : B e c a u s e  t h e  dinner is a social. event hosted and 
convened by AWW, the A c t  should not apply to BWW even if a quorum 
of BWW's members attend. As long as the dinner does not have w 
planned agenda w i t h  d i s c u s s i o n  of public business or public policy 
of BIW, the d i n n e r  is not a secret meeting. I€, a t  the d i n n e r ,  the 
discussion o€ public matters by a quorum a €  BW's members occurs by 
happenstance, there should not: be a vialation of the A c t  if no board 
action is t aken  or formulation of publ ic  policy i s  developed. 
However, if any public business matter is discussed by happenstance, 
BWW should ensure that: it takes  no l a t e r  board action on this mat te r  
u n t i l  it h a s  been publ i c ly  aired. L 
MZG: 4 50 : \HELM4 .MEM 
UTI. COB54 
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kntuc ky -Amc r ican Wak r Campmy 
2300 Richmond Road Lcxir~gton, Kenlucky 40502 

i 

,L 

606-269-2306 

February 23, 1993 

Mr. Greg Heitzman, P.E. 
Louisville Water Company 
435 South Third Street 
LmisviXle, Kentucky 40202 

RE: KENTUCKY-AMERICAN WATER COMPANY 
WATER SUPPLY PROJECT 

L.2 ' 
$- 

Dear Greg: 

Please find attached the following information concerning the above referenced 
project: 

I )  

2) 

3) 

Meeting notes from February 17, 1993 meeting at LWC offices. 

Preliminary cost estimate 1990 edition. 

Copy of sample KAWC easement. 

Also, note that the length of main from the Jefferson County Line to the carrnection 
to Kentucky-American's system is 51 niiles (269,280 LF). 

. If additional information is required or if you wish to discuss this project, 
please contact me at (606) 268-6352. 

Thomas A. Friley, P.E. 
Operations Engineer 

c: S.M. Stockton 

P Printed on Recycled Pnpor 6%!f)495 m 
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KENTUCKY-AMERICAN WATER COMPANY AT 
LOUISVILLE WATER COMPANY 

WATER SUPPLY PROJECT 
M EET I N G 

The meeting began at lQ00 a.m. on Wednesday, February 17, 1993. Those in 
attendance from KAWC were Stan Stockton and Torn Friley. Greg Heitzrnan, Tony 
Elpers, Bill Rhoades and Debra Vaughn represented LWC. 

Mr. Stockton explained that we needed to clarify exactly what LWC planned to 
provide in terms of pumping facilities. He requested that rate impacts be 
developed for three scenario's: 

1) 

2) 

3)  

No pump station in Jefferson County, only transmission main 
improvements. 

One pump station in Jefferson County (approximately 250 feet head) along 
with necessary transmission main improvements. 

One "mega" pump station in Jefferson County 10 pump to KAWC gradient 
along with necessary transmission main improvements. 

LWC agreed to provide preliminary rate impacts for these three scenario's. 

The following miscellaneous items were also discussed: 

- The possibility of KAWC requiring 30 MGD by the year 2020 - LWC is considering, 
this possibility. 

LWC may consider using the same consultant for their facilities as KALVC. 

LWC has many reservations concerning a "mega" station in Jefferson County to 
urnp to KAWC gradient. This wifl greatly effect the price we pay for water. 

LWC does not currently operate high head stations and they are very concerned 
about taking on this added risk. They also expressed concern over the 
additional costs associated with high pressure pipe at the river crossing. 

LWC mentioned that a suction tank would probably be necessary at the pump 
station on the Jefferson County line to insure adequate suction pressures at 
all times. Overflow would likely be around 850 feet. A suction tank is 
probably a good idea for all the punip stations on this project. 

The main size we choose to lay from Jefferson County to the KAWC system 
connection will dictate what siz.e main LWC lays from the Gene Snyder Freeway 
to the Jefferson County line. 

LWC is willing to build and operate a pump station at the Jefferson County 
line with a head range of approximately 250 feet. 

Area in Jefferson County bounded by Floyds Fork Creek and the county line is 
designated a "limited growth area" (similar to green space}. 

- 
I 

.- 

- 

- 

- 
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Minutes 
February 38,1993 
Page R v o  

- LWC would request that either a large metering unit be used (venturi) or a 
group of small meters but not both. This is to eliminate inconsistent 
readings. 

- LWC requests that all work on easements that concerns LG&E be coordinated with 
Debra Vaughn of LWC. 

people. 
- LWC does all programming for their telemetry system .ivitli in-house 

This may effect the type of “SCADA“ controls in the pump station at efferson 
County. 

The following information is being gathered to send to LWC: 

1) System Engineering‘s requirements for LWC built and operated punlp station. 

.2> Length of main from Jefferson County to connect to U W C  sys tern. 

3) Pricing breakdown on total project costs. .~ 

4) Sample KAWC easement. 

The meeting adjourned at 124.5 p.m. 

, 

c: S.M. Stockton 
L.C. Bridwe’ft 
R.A. Edens 

L 

TF:so 
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Kentucky-American Water Company 
Alternate I - L o u i s ~ i l ~ e  Purchased Water (Xxittting Coaservation) 

Existing (1992) 35.0 63.4 (to discrihution) 
Needed (2005) 49.4 70.6 
Projected Deficit -14 .4  - 7 , 2  (not  including in p lan t  use) 
Provided by r h i 6  option 15.0 i 5 . a  

Source (mgd) Production’ (mgd) 

Acct 340 $1,341,000 
A C C ~  343 $2a,367,000 

Tocal Pipeline w / o  Eng $31,936,000 
Total Pipeline $32,679,000 

cost Unit Cost Acct Booster Station Item BY Units QtY 

Land Puzchase AB3 ea 3 $35,000 320 $105,000 

3 $320,000 321 ~960, aoo Piping (inside) ABH lump 

- - - - - - - * - - - - - _ - - _ - - - - - - - - - - . - - - ~ - - - - - . . - - - - - - ” - - - - - ” - * - - - - - - - - ” - - - - - - - - - - - - - - - ” - - - - - - ~ - - - - -  

$2,070,000 Structure (30‘ x ’ 3 5 ’ )  ASH ea 3 

Yard Piping A B H  lump 3 $200,000 321 $600,000 
Chemical, Facilities SE lw 3 $SO,O00 321 $ISO,OOO 
S i t e  Work ABH lump 3 $15,000 3 2 1  $45,000 
Pumping Equipment A 3 H  J-w 3 $320,000 325 $960,000 
Islectrical Equipment AF3H l=P 3 $220,000 325 $660,000 
Emergency Generaror AEM ea 3 $375,000 326 $1,125,000 
St andpipe ABH ea 3 $ias,ooo 342 $555,000 

Sub -Tot a1 $7,230,500 

Construct ion A d m i n i  stration (5% ) $3 62,500 
0mnist;ions & Contingencies (5t) $362,000 

$690,000 321 

_---_-----------_--___________l________r----------------.---~-------------.---------.----- 
Engineexing (1/3 of 5%) $120,000 

Acct 320 SlO5,OOO 
ACct 321 $3,825,500 
Acct 325 $l,, 620,000 
Acct 326 $1,125,000 
Acct 342 $555,500 

Tbtaf Booster Station w/o Eng $7,954,000 
Total Booster Stat ion $8,074,000 

Louisville Purchased Water 
Total. Praject Capital Coet (Existing Consarvafion) $40,753,000 

P 
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THIS EASEMENT AGREEMENT, made and e n t e r e d  i n t o  by and between 1;ARMERS 
BANK AND CAPITAL TRUST COMPANY, ADMINTSTIUTOR W L T H  \*JILL ANNEXED,  OF THE ESTATE 
OF LUCILLE D .  HOUSTON, whose m a i l i n g  a d d r e s s  i s  P .  0 .  BOX 309, F r a n k f o r t ,  
Kentucky 4 0 6 0 2 ,  h e r e i n a f t e r  called "GRANTORS" (whe the r  one  or  more ) ,  and 
KENTUCKY-AMERICAN WATER COMPANY, a Kentucky C o r p o r a t i o n  h a v i n g  i t s  p r i n c i p a l .  
o f f i c e s  ar. 2300 Richmond Road, L e x i n g t o n ,  F a y e t t e  'Coun ty ,  Ken tucky ,  40502,  
h e r e i n a f t e r  c a l l e d  "CONPANY", 

1.1 1 T N E S S E T H :  

THAT f o r  and i n  c o n s i d e r a t i o n  o f  t h e  sum o f  One D o l l a r  ( $ 1  .OO)  and o t h e r  
good and v a l u a b l e  c o n s i d e r a t i o n s ,  receipt  of  a l l  o f  which is h e r e b y  acknowl- 
edged by G r a n t o r s ,  i n c l u d i n g  t h e  b e n e f i t s  t o  be d e r i v e d  by G r a n t o r s  from t h e  
i n s t a l l a t  i o n  of w a t e r  l i n e s  by Company as h e r e i n a f t e r  p r o v i d e d ,  G r a n t o r s  have 
b a r g a i n e d  and s o l d  and do by t h e s e  p r e s e n t s  g r a n t  and convey u n t o  Company, i t s  
s u c c e s s o r s  and a s s igns  f o r e v e r ,  a n  essernent and FermanPnt right-n'--uzp over 
and across l a n d s  of G r a n t o r s  €o r  t h e  pu rposes  of  c o n s t r u c t i n g ,  i n s p e c t i n g ,  
m a i n t a i n i n g ,  o p e r a t i n g ,  removing,  r e b u i l d i n g  and r e p a i r  i n g  a w a t e r  trans- 
m i s s i o n  and d i s t r i b u t i o n  l i n e  or  l i n e s  t h e r e o n ,  and f o r  a d d i n g  Co and from 
t i m e  t o  t i m e  i n s t a l l i n g  p i p e  or p i p e s ,  w i t h  n e c e s s a r y  f i t t i n g s  and a t t a c h e d  
f a c i l i t i e s ,  i n c l u d i n g  l a t e r a l s  which may run from s a i d  easemerit  t o  ttic c e n t e r  
of t h e  a d j a c e n t  p u b l i c  highway,  togcLtier w i t h  f u l l  r i g i ) t  and auLIior i ty  t o  
enter  upon t h e  r ema in ing  l a n d s  o f  G r a n t o r s  by u s i n g  t h e  most d i r e c t :  f e a s i b l e  
r o u t e  and u t i l i z i n g  e x i s t i n g  d r iveways  and g a t e s ,  i n  Llic e x e r c i s e  of t h e  
r i g h t s  h e r e i n  g r a n t e d ,  s a i d  easement  and permanent rig!it of-way being more 
p a r t i c u l a r l y  d e s c r i b e d  a s  f o l l o w s :  

2851 PARKERS MILL ROAU 

A l l  t h a t  t r a c t  or p a r c e l  of Land s i t u a t e d  on t h e  no r t . hwes te r1y  s i d e  o f  P a r k e r s  
M i l l  Road and t h e  n o r t h e a s t e r l y  s i d e  of  Man 0 '  War B o u l e v a r d  i n  Lex ing ton-  
F a y e t t e  Coun ty ,  Kentucky,  and more f u l l y  d e s c r i b e d  and bounded a s  f o l l o w s ,  
t 0 - w i t  : 

B e g i n n i n g  a t  a p o i n t  where t h e  n o r t h e a s L e r l y  r ight--of- .oay o f  Man 3'  
War Bou leva rd  i n t e r s e c t s  t h e  n o r t h w e s t e r l y  r igh t -o f -way  of P a r k c r s  
N i l 1  Road; t h e n c e  w i t h  t h e  n o r t h e a s t e r l y  r ight-of-way of Elan 0 '  \Jar  
B o u l e v a r d  f o r  t v o  c a l l s ,  N & I "  86' 03" W 850.00 fee t  and N 26" 10' 
10" W 277.82 f e e t  t o  a c o r n e r  w i t h  1-lati 0 '  Clar Go l f  L e a r n i n g  Cen te r  
(Deed Book 1634, page 5 I I ) ; t h e n c e  w i t h  t h e  l i n e  o f  Man 0 '  War Go1 Z 
L e a r n i n g  C e n t e r  N 70" 35 '  38" E 30.21 f e e t ;  t h e n c e  t h r o u g h  the  l a n d s  
o f  t h e  E s t a t e  of L u c i l l e  D.  Houston l o r  f i v e  ca l l s ,  S 26" 10' 10" E 
270.33 f e e t ,  S 41" 06' 03" E 833.35 f e e t ,  S 87" 0 3 '  52" E 78.64 
f e e c ,  N 52" I O '  35" E 138.86 f e e t  and S 37" 49 '  25" E 30.00 f e e t  t o  
a p o i n t  i n  the northwest. r ighc-of-way of  P a r k e r s  Mi11 Rood; r h e n c e  
w i t h  t h e  n o r t h w e s t  r ight-of-way of P a r k e r s  Hill Road f o r  two c a l l s ,  
S 52" I O '  35" W 150.00 f e e t  and N 87" 03' 52" IJ 102.51 feet  t o  t h e  
b e g i n n i n g .  

Be ing  a p o r t i o n  of  t h e  same p r o p e r t y  conveyed t o  Ca r l  T. Hous ton  and 
L u c i l l e  D.  Houston,  h i s  w i f e ,  f o r  t h e i r  j o i n t  l i v e s  w i t h  t h e  
r e m a i n d e r  i n  fee s i m p l e  1-0 t h e  s u r v i v o r ,  by deed  d a t e d  A p r i l  1 7 ,  
1945,  of r e c o r d  i n  Deed Book 371, page 250, i n  t h e  F a y e t t e  County 

Gq, & , v % e J y - b  '++&J. <:a. 
->3.c3.c> .Q+LLA-$qJl Q-9 
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C l e r k ' s  o f f i c e .  Ca 

1 

1 T .  I ious tm d i  
C o u n t y ,  K e n t u c k y ,  o n  S e p t e m b e r  5 ,  

d t e s t a t e ,  a r e s i r l e n  of Faye 
1987, his w i l l  i s  of r e c o r d  i n  

W i l l  Book 119,  p a g e  765,' i n  the a f o r e s a i d  Clerk's o € f i c e .  L u c i l l e  
D.  Houston d i e d  t e s t a t e ,  a resident o f  F a y e t t e  C o u n t y ,  K e n t u c k y ,  on 
June 5 ,  1989, her w i l l  i s  of c c c o r d  i n  \.Jill Iloolc 129, pagc 573, i n  
s a i d  C l e r k ' s  o f f i c e .  F a r m e r s  Bank and Capital T r u s t  Company was 
a p p o i n r e d  a s  A d m i n i s t r a t o r ,  w i t h  w i l l  a n n e x e d ,  of t h e  E s t a t e  o f  
Luc iL le  D .  Houston, by order  o f  the F a y e t t e  D i s t r i c t  C o u r t  d a t e d  
A u g u s t  7 ,  1989 (89-P-1019).  

e 

, 

- 1A - 
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Company s h a l l  have the  r i g h t  t o  remove t r e e s ,  brush arid o t h e r  obs t ruc -  
t i o n s  or o b s t a c l e s  l oca t ed  upon the right-of-way which niiglit i n L e r f c r e  w i t i i  
Company's l i n e  o r  Lines thereon o r  witIi t he  C u l l  e x e r c i s e  of i ~ s  r i g h t s  hcreiri 
g r a n t e d  ( b u t  o n l y  when necessa ry  for  c o n s t r u c t i o n  o r  niaintenance of  
f a c i l i t i e s )  and G r a n t o r s ,  Lhei r  s u c c e s s o r s  and  a s s i g n s ,  a r e  s p e c i € i c a l l y  
r e s t r i c t e d  from b u i l d i n g ,  c a u s i n g  o r  pern i i t t i r ig  t o  be b u i l t  a n y  building o r  
o t h e r  s t r u c t u r e  upon the  pernianent right-of-way h e r e i n  d e s c r i b e d .  Company i s ,  
however ,  g ran ted  only  an easenienr in s a i d  lands a n d  Gran to r s  s h a l l  coi?Linue i n  

f a c i l i t i e s  oi Ctxnpany, anti i t  s lLal l  be Graricors '  xigii t  L o  make every  use o f  
s a i d  l a n d s  which w i l l  n o t  i n t e r r e r e  wi th  t h e  r i g h t s  h e r e i n  granLcd t o  Coiiipany, 
i n c l u d i n g  the r i g h t  L o  c o n s t r u c t  s t r e e t s  or  roadways a c r o s s  s a i d  eascnicnt; 
p r o v i d e d ,  however, t h a t  G r a n t o r s  s h a l l  n o t  cause t h e  g r a d e  o r  ground cover  
o v e r  Coinparry's f a c i l i t i e s  t o  be a7 Lcred.  

I 

I own, u s e ,  occupy and e n j o y  clie l a n d s  n o t  a c t u a l l y  occupied  ~ J Y  Lire l i n e s  or 

- .  For clie c o n s i d e r a t i o n s  herei.ii ritetit ioiicd,  G i - ~ j i i t . ~ ~ s  f t x i - L h c : i -  f:i-niit I o 
Company 3 temporary easement for tire purposc of  C:OIISI  r u c ~  i n g  i r s  I.itics aiid 
f a c i l i t i e s ,  wiiicli temporary easement s h a l l  ex(end  an  a d d i ~ i c n a ]  t 1 i i r l . y  (30 )  
f e e t  on each s i d e  of t he  perillanent easement h e r e i n  gcantcd  ( t o  the ex te i i c  
G r a n t o r ' s  l a n d s  ex tend  such d i s t a n c e  from s3i .d  per-nianent casenicnt 1, s a i d  

.'- teniporary easement  t o  t e rmina te  and  revcc t  Lo Gran to r s  upon coiiiplctj .on of 
c o n s t r u c t  ion o f  such l i n c s  and r a c i l i c i c s .  

) 

211 c o n s t r u c t i n g  i c s  l i n e s  a n d  f a c i l i t i e s  a n d  iii excrc is i i iy ,  i t 3  r i g l i ~ s  
u n d e r  t h i s  easement Company s h a l l  IISC due c a r e  t o  p r e v e n t  daiiinge 1.0 Lhe lands  
of Grantors ,  and i n  event  t h e  la i ids  01 Gran to r s  a r e  e x c a v a l e d ,  Company s h a l l  
cause a n y  d i t c h  S O  excavated  t o  be I j l l e d  s o  t h a t  tlic s u r f a c e  of t h c  ground 
will be r e t u r n e d  t o  substantially the  ~ 3 1 1 1 ~  l e v e l  n s  bcforc evcavar  i o n .  A1 I 
s u r p l u s  rock and d i rL  r a i l 1  be  reriioved frorii ciic prciiiises a n d  disf-urbed a r e a  
w i l l  be reseeded .  Company wj I I ,  upon comple t ion  of  suc l i  c o n s t r u c t i o n ,  pay t o  
G r a n t o r s  s u c h  damage a s  rimy be caused by i t ,  i f  a n y ,  Lo f e n c e s ,  growing c r o p s ,  
an ima l s  o r  roads  oi' Grantors by KeaSOtl of  such cons[ - r i ic t ion  a n d  ir; i?xei-cisiIl;? 
the r i g h t s  herein g ranLed .  

-- - 
P 



bfy Commission exp i r e s  : _^__ q - l d  w- 
IJITNESS iiiy hand  atid n o t a r i a l  s e a l  on t h i s  Llic Jvm d3)' 

T h i s  InsCruinent \-!as 
P r e p a r e d  135': 

____--- 

L e x i n g t o n ,  Ken tucky  40507 
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January 27, 1993 

Mr, Robert A, Edens 
Vice Pxsident & Generai Manager 
Kentucky-America Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Via Pax: (606) 266-6327 

This letter is intended as an update of recent Louisville Water Company activities in ratemaking 
planning, 

prow& Contract h n m a g f ;  
We arc currently reviewing the first draft of proposcdcontract language as prepared by our 
general counsel, Mr. 3osepEt B. Helm of Brown Toda & Heybum. This draft is bascd an my 
correspondence to you regarding water sales agrecrnenc issues dated October 15, 1992 a d  
December 16, 1992. After Louisville Watcr Company staff have completed their revisions, 1 
intend to provide you a copy of this proposed contract language in the near future. 

L 

of Demand Factors 
The demand factors used in Louisville Water Company rate studies are based on a study 
performed by Pitomctcr Associates several years ago. Since the time of that study, industrial 
sales in the Louisville service area have decreased, while residential, commercial and utility 
salcs have increased. A new study will be performzd this summer by Louisville Water Company 
staff with assistance from Mr. David S. Hasson from our mnrjuiting engineers, CH2M Hill. 1 
expect that the resuils of this recomputation of demand factors will be favorable to those 
customers with relatively constant demand. 

m- to Je&l3on / S h c y  Counp Line 
Aa I mentioned in my letter to you dated December 16th, Louisville Water Company continues 
to consider the issuance of tax-exempt bonds to finance the extension of service to the Jefferson/ 
Shelby County line. Initid contacts have been re-established with several members of the 
financing team that handled the Louisville Water Company Series 1992 bond issue to discuss lax 
related matters whilc not disclosing Kentucky-American plans, It has not yet been resolved as 
to whether the issue will be straight tax-exempt or a privatc activity issue falling under the state 
MP* 

i Also, rate options for recovering this investment are still under consideration, and we plan to 
communicate with you further on this matter in the near future, 

P 
An Eoual Ootmrtuunirv fmnlovar 
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Mr. Robert A. Edens 
January 27, 1993 
Page Two 

w e r v i c e  Area S u r c w  
Staff from our Engineering Planning Department are currently in the process of reviewing those 
assets within the elevated service area of Jcfferson County to serve Lexington. Each element 
is being review4 to evaluate its applicability to the Elevated Service Arm Surcharge for sales 
to Kentucky-American. This surcharge is currently nineteen cents per thousand gallons. 

f S- Developm . 
~ ~ n t i 6 n e . d  irmy letter=& Decentber 16th, a System Development Charge 
will he assessed for the purpose of recovering past and programmed growth relatcd capital 
expenditures. This charge will be based on the size af meters installed at the metering station. 
When additionai meter capacity is addcd, then an additional Syslem Development Charge would 
be collected based on the added capacity. The establishment of a System Development Charge, 
currently at seven hundred dollars per three quarter inch equivalent service, was a key 
component of the Jefferson County Water Extension Program implementation plan. However, 
because not all growth related capital expendihrrcs in Jefferson County arc affected by providing 
service to Lexington, I expect the Systcin Development Charge for Kentucky-American io be 
a modification of the figure above. 

I ,- 

-tion of R111 Forma 
The items to bc included in the computation of the monthly water bill are being assembled and 
will be fonvardcd to you in future correspondence. However, this bill forrnar may vary based 
on how the issues detailed above are finalized. 

Please feel free to contact me with any issues that you would like to discuss ncxi as we proceed 
on the development of this water sales agreement, 

Sincerely , 

President 

00506 



~ ~ Q L T I S V X X . ~ L E  WATER C O M P A ~ T Y  
435 S O U T H  T H I R D  S T R E E T  * L O U I S V I L L E .  K E N T U C K Y  4 0 2 0 2  

T E L  502-569-3600 FAX 5 0 2 - 5 8 5 - 2 8 0 6  

January 19, 1993 

Mr. David M. Reves, P.E. 
Senior Design Engineer 
Amencan Water Works Semice Company, Inc. 
1025 Laurel Oak Road 
P.O. Box 1770 
Voorhees, New Jersey OX043 

RE: LWC Transmission atid Distribution System h h p  
>\ 

1 

Deaf Mr. Reves: 

In response to your recent request I have enclosed two copies of !he LWC Transmission and 
Distribution System Map. 

Please feel free to contact my office if you have any questions or need further information. 

Sincerely, 

& Gregory C~H.&.zrnan 
Vice President-Chief Engineer 

attachments 

/ask01 19gch 1 
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December 16, 1992 

Mr. Robert A. Fdens 
Vice President & General Manager 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Via Fax: (606) 268-6327 

Dear Bob: 

Re: Water Sales Agreement 

D S T R E E T  * L O U l S V I L L E  K E N T U C K Y  

-569-3600 FAX 5 0 2 - 5 ~ 5 - 2 a 0 6  

A 
4 

\T 

0 2  

This letter is intended as a follow up to our meeting held in Louisville on November 23, 1992, 
using letter dated October 15, 1992 regarding water sales agreement issues as reference. 

Initial Sizinp of Water-Main Providinp Service& fefferson County-Shelby Countv Line L (reference Section 1.R.) 

Based on a 15 million gallon per day requirement, a minimum 36" water main will be necessary 
at the Jefferson-Shelby County line. Louisville Water Company engineering staff is evaluating 
the possible upsizing of this main to serve crirrently unserved customers within Jefferson County. 
If this main is sized larger tlian 36" (Le. 42" or 48'7, then the excess cost of upsizing this main 
will be borne by Louisville Water Company until such time that additional capacity is deemed 
necessary and requested by Kentuchy-American Water Company. 

Dual Access to Supervisor!, ControI Systems at Pumping Station (reference Section I Q  

We concur with your request for dual access to supervisory control systems at the pumping 
station. Lauisvilfc Water Company will be responsible for maintenance activities at the metering 
and pumping stations. 

Specific Identification of Costs (reference Sec.tion IT.A.1 

As part of developing an agreement that will serve Louisville Water Company and Kentucky- 
American Water Company interests both initially and into the long term future, one of the next 
steps to be talien in the development of this water sales agreement is the specific identification 
of costs attributable to providing service. By specifically identifying these costs, it should be 
possible to explain this agreement to our constituent groups initially as well as maintain clear 
understandings over the life of the agreement. 

1 - i -. 

An Equal Opporpni ty  Employer 00508 



Mr. Robert A. Edens 
December 16, 1992 
Page Two 

This process of specific identification should commence in early January 1993. 

- Recoverv of Investment for Service to Countv Line (reference Section I1.B.) 

Louisville Water Company continues to consider the issuance of tax-exempt bonds to finance the 
extension of service to the Jefferson-Shelby County line. Rate options for recovering this 
investment are still under consideration, and we plan to communicate with you further on this 
matter in the near future. 

Development Charee Imdernentation (reference Section 1I.C.) 

related capita1 expenditures. This charge would be based on the size of meters installed 
When additional meter capacity is added, then an additional System 

A System Development Charge will be charged far the purpose of recovering past and future 

station. 
Development Charge would be collected based on the added capacity. 

Length of Contract (reference Section 1I.D.) 

The minimum length of cantract discussed was fifty years, with a notification of termination 
period of at least seven years. For discussion purposes, it was understood that the life of the 
contract would be seventy-five years. 

--- Return on Eauity Target (reference Section 1lI.E.) 

Louisville Water Company uses a return on equity target based on the five-year moving average 
of returns for a selected group of investor owned utilities. The Louisville Water Company target 
is 1% Iess than this five-year average. Attached is historical return on equity target data. We 
plan to review the companies that make up this target next year, so as to determine if more 
appropriate benchmark companies might replace existing companies in the target computation. 
Note that American Water Works Company is represented in the group of benchmark 
companies. 

4 

$ Surplus Water and.,Catastrouhic. Occurrences (reference Section 1V.C.) 

Water sold to Kentucky American, in _excess of the r$nirnuniEu%se amount, would be 
considered as surplus water sold only when surplus water is available in the Louisville Water 
Company system. 

P 00509 
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I(eotwky-Americm Water Campany 
2300 Ridimond Road Lexington, Kentucky 40502 

606-269-2386 

TO : R. A. Edens 

FROM: c. D. Bush 

DATE ; December 1, 1992 

SUBJECT : Notes Of Our Meeting With Louisville Water 
Company On November 23, 1992 

I n  attendance f o r  Louisville Water were Bob Miller, 
Vice-president of Finance, John Huber, President, Greg 
Heitzman , Engineer. 
Mr. Huber agreed that this is not an event, but part of the 
process. In other words, this should no t  receive undue 
media attention. 

You clarified in response to Wuber's question that 
15,000,000 gallons per day is what we are currently looking  
at for Kentucky-American in terms of pipe  sizing. 

There was discussion by Greg that consideration should be 
given to Shelby County versus Jefferson County for the 
booster station. He also mentioned that there is t.he 
possibility that they may not have to b u i l d  a tank. 

Options f o r  the pipeline include pre-stressed concrete and 
steel pipe, 

Bob Miller agreed that Kentucky-American would not have to 
absorb an additional part of plant if a current major 
customer or customers leave Louisville Water company. 

Kentucky-American representatives would be invited to 
attend the annual rate meeting. 

Bob Miller said that the target return will be something 
that we will want to spend some time on. 

M r .  Huber agreed with you that it would be an excellent 
idea to have an annual. review between t h e  two of you and 
your successo~s. He mentioned that on April 15, 1993, w e  
would attempt to have a board meeting i n  Louisville to meet 
the board at Louisville Water Company. 

CDB: kb 
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TO : R. A. Edens 

FROM : Stan Stockton 

DATE : November 1 9 ,  1992  

S U B J E C T :  - KAWC Water Supply P r o j e c t  

Today Vi.nce Guenthner of Louisville Water Company called me and 
asked for an es t ima ted  total cost of the overall above-referenced 
project. 
had requested Vince obtain this information. He may or may not use 
this information. The estimated total capital cost is $50 million. 
This cost includes an estimated 55 miles of pipeline (from 
J e f f e r s o n  County ta KAWC’s distribution system).  

Please l e t  me know if you wish to discuss. 

John Huber is meeting with Mayor Abramson tomorrow and 

SS/ds i 

j 
. --’ 

Equal Opporlunity Employer P 
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606-269-2 386 

Mr. John Huber 
President 
Louisville Water Company 
435 South Third Street 
LnuisGlIe, Kentucky 40202 

Dear Mr. Huber: 

Thank you for the informative meeting last Friday with Barbara and Vince. I 
appreciate the opportunity to discuss and coordinate the public relations plans far the 
KAWC Supply Project with the Louisvilie Water Company. 

As you requested and I promised, enclosed is a copy of Kentucky-American's 
"working" plan. As we discussed on Friday, there are a few areas yet to be revised. 
However, these areas only concern the verbage, not the proposed activities. 

We are happy to share this information with you. I only ask that L~iiisville Water 
Company respect the confidentiality of this document throughout the life of the project. 
I look forward to meeting with Vince and 3arbara next week and hope I wilt also he given 
a copy of LouisvilIe Water Company's work pian. 

I have also enclosed lists of our American Water Works Conpany & Service Company, 
Southern Region and Kentucky-American Board of Directors. Their meeting schedule is 
indicated on each list. 

Please do not hesitate to call me if you have any questions or iff can provide you 
with additional information. 

JAu/dS 

Enclosures 

) - -- 

Sincerely, 

Davie, APR 
Relations Manager 

P 
Equnl Opportunity Employer 
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Board meets f i rs t  Thursday o f  each month 

i 
p1REC-r ORS AND OFFICERS 

r 
. - _  . 

William 0. AIbcrtini 
Rhoda W. Cbbb 
Elizabeth H. Gemmill 
Henry G, Hagcr 
Nelson G, Harris 
William F? Hyland 
George W, Johnstone 
&riIyn w. Lewis 
Nancy W. Pascal 
faui W. Ware 
Ross A, Webbcr 

Marilyn W. Lewis , . , I , . . . . Chairman of the h a r d  
Nelson G. Harris . , . , . . . . , Vice Chairman of the b a r d  

George W. Johnstone , . . , . . President and CEO 
J. James Barr . . . . , , , , . , . , Vice President and Tressurtr 
Mward W. Limbach . . , , . . . Vice President 
Gerald C, Smith . + , , , . . I . , Vice President 
W. Timothy PohI . . . . . . , . . , General Cuunscl and Secretary 
Robert I>, Sitvers . . . , . , . . . Comptroller 

, 

Marilyn W. LSewis (Chairman) 
Rhoda W, Cobb (Vice Chairman) 
Elizabeth H. Oemmiil 
Nelson G. Heris 
George W. Johnstone 
Paul W. Ware 

COMPENSATION AND MANAGEh4?2NT 
DEVEMPMErn c Oh4&fl?TEE 

Ross A. Webber (Chairman) 
William 0, Albertini 
Rhoda W. Cobb 
Elizabeth H. GtrnmiIl 
William F. Hyland 
Marilyn W. Lewis 
Nancy W. Pascal 

George W. Johnstone (Chairman) 
Richard Strahlmnn (Secretary) 

Edward W. Limbach 
W, Timothy Pohl 
Gerald C. Smith 

- 3. James Bhrr 

Nelson G. Harris (Chairman) 
William 0, AIbertini 
Elizabeth H. Gemmill 
Henry G. Hager 
Marilyn W. Lewis 
Nancy W. Pascal 
Paul W, Ware 

Henry G, IIager (Chairman) 
Rhoda W. Cobb 
Nelson C, Harris 
William F. HyIand 
MariIjn W, Lewis 
Ross A. Webber 

EMPLOYEES' STOCK 
OWNERSHIP PLAN COMMITTEG 

George W. Johnstone (Chairman) 
W. Timothy Pohl (Secretary) 
J. James Barr 
Edward W. Limbach 
Robert D. Sievcrs 
Gerald Smith 
Richard trahlman 

P 
May 7, 1992 
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Board meets: 2/8-12/93, 5 /24 /93 ,  7 /21 /93 ,  & 1 1 / 1 5 / 9 3  

r 

m C T O R S  W D  O F F I C E S  

AMERICAN W#%R WOWS SERVICE COMP ANY, IN C. 

ECTORS WIJ-rl VE C Q M  m E  
J. James Barr 
Dillard L. Edgemon 
George W, Johnstone 
Theodore Jones, Jr. 
Daniel L, KeIleher 
Edward W. Limbach 
W. Timothy PahI 
Robert M Ross 
Robert D, Sievers 
Gerald C, Smith 
Glen W. Thornburg 

George W. Johnstone (Chairman) 
W, Timothy Pohl (Secretary) 
J. James Barr 
Edward W, Ximbach 
Robert D. Siwvars 
Gerald C. Smith 

Chairman of the Board and President . . . . . . . . . . .  George W. Johnstone 
Senior Vice President-Financial Services ......... J. James Barr 
Senior Vice Ptesident-Corporate Development 

Senior Vice President-Operations .............. Gerald C. Smith 
Vice President and Treesurer . . . . . . . . . . . . . . . . .  Joseph F. Hartnctt, Jr. 
General Counsel and Secretary . . . . . . . . . . . . . . . .  W. Timothy Pohl 
ComptrolIct .............................. Robert D. Sievers 
Assistant Treasurer ........................ Bruce E, Tillotson 
Regional Vice President-Eastern . . . . . . . . . . . . . . .  Daniel L, Kelteher 
Regional Vice President-Mid-America . . . . . . . . . .  Glen W, Thornburg 
Regional Vice President.Pennsylvania . . . . . . . . . . .  Robert M, Ross 
Regha1 Vice President-Southern .............. DIllard L Bdgemon 
Regionaf Vice President-Western .............. Theodore Jones, Jr. 
Vice Prel;ident-Awunting ................... Robert D. Sievers 
Vice President-Corporate Communications ....... T. Ward Welsh 
Vice President-Carporate Sedces . . . . . . . . . . . . .  W, Timothy Pohl 
Vice President-Engineering . . . . . . . . . . . . . . . . . . .  John 5. Young 
Vice President-Human Resources . . . . . . . . . . . . . .  Richard Strahlman 
Vice President-Tnformation Systems . . . . . . . . . . . .  Akiva F. Pipe 
Vice President-OperBtions . . . . . . . . . . . . . . . . . . .  Michael J. Caponigro 
Vice President-Rates and Revenue ............. Bruce E, Tillotson 
Vice President-Risk Management .............. Michael J. Kowalsky 
Vice PresidentuWater Quality ................. Richard H. Moser 

and Governmental Affairs .................. Edward W. Limbach 

Directors and Officers of other subsidiary 
companies are listed on Page 2(a>. September 8,1992 

! 
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AMERICAN WATER WORKS SERVICE COMPANY, IHC. 

BOARD OF D I M C T O R S  ** 
(SOUT" mGrotq 

M r .  George W. Johns tone ,  President 
American Water Works Co., Tnc. 
1025 Laurel  Oak Road 
P .O.  Box 1770 
Voorhees, NJ 08043 

5. James Barr, Vice President & Treasurer 
Same address a s  above 

Edward W. Limbach, Senior VP 
Corporate Development & Governmental A f f a i r s  
Same address as above 

Gerald C. Smi th ,  Senior V P ,  0perat . ions 
Same address as above 

Dillard 7;. Edgemon, Regi.ona1. VP 
American Water Works Service Co., Inc .  
P.O. Box 593 
Charleston, WV 2 5 3 2 2  

John H. Ware LV 
P.O. 341 :r Oxford, PA 19363 

Marilyn W. Lewis 
55Q Bunker Hill Road 
Stxasburg, PA 17579 

Paul  W. Ware 
Penn Fuel  & G a s ,  I n c .  
2 East Main S t r e e t  
Strasburg, PA 17579 

** 1993 Meetings: April 15-16 ( i n  Lexixqton) 
July 27 (in Voorhees) 
October 2 8  f i n  Voorhees) 

j 
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KENTo%KY-AMERICAN WATER COMPANY 
BC)ARD OF DIRECTORS ** 

Mr. George W. Johns tone ,  President 
American Water Works Ca., Inc. 
1025 Laurel Oak Road 
P.O. Box 1770 
Voorhees, NJ 08043 

J. James Barr, Vice President & Treasurer 
Same address as above 

Edward W. Limbach, Senior VP 
Corporate Development & Governmental Affairs 
Same address as above 

Gerald C. Smith, Senior VP, Operations 
Same address as above 

Dillard L. Edgemon, Regional VP 
American Water Works Service Co., Inc. 
P.O. Box 593 
Charleston, WV 25322 

John H. Ware IV 
P.O. 343. 
oxford, PA 19363 

,p Marilyn W. Lewis 
550  Bunker Hill Road 
Strasburg, PA 17579 

Alex G. Campbell, Jr. 
Industrial Development company 
P.0- Box 223 
Lexington, KY 40501 

William T. Young 
W.T. Yaung Storage, Lnc. 
P.O. Box 1110 
Lexington, KY 40589  

William L. Rouse, Jr. 
2201 Regency Road 
Su i te  602 
Lexington, KY 40503 

Paul W. Ware 
Penn Fuel & Gas, Inc. 
2 East Main Street 
Strasburg,  PA 17579 

** 1993 Meetings: April 15-16 fin Lexington) 
J u l y  27 (in Voorhees) 
October 28 (in Voorhees) 

'i 
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L O  1JI SVTLLE 
435 S O U T H  T H I R D  S T R E  

P 

TEL 5 0 2 - 5 6 3 - 3 6 0 0  FAX 5 0 2 - 5 8 5 - 2 8 0 6  
October 15, 1992 

Mr. Robert A. Edens 
Vice President and General Manager 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

D e s  E&: 

RE: Water Sales Agreement 

We are making progress in exploring engineering and construction issues involved with 
Louisville Water Company providing water to Kentucky-American Water Company. As we 
recently discussed, we should also begin definition of issues to be covered in a water sales 
agreement. The follawing summarizes those issues which Louisville Water Company would like 
to see included in such an agreement. 

I. Physical Plant fssues 

A. Service would be provided at a metering station near the Jefferson/SheIby County Line 
at either Interstate 64 or US Highway 60. The metering station would be equipped to 
monitor both consumption and peak demand rates. 

13. Service sizing would be based on projected flow schedules. It is contemplated that 
either a 36 inch main (capable of providing up to 15 million gallons per day) ar a 48 
jnch main (capable of providing up to 30 million gallons per day) would be installed in 
Jefferson County from English Station Road to rile Sheiby Corrnry Line. 

G. A storage facility (5 million gallons) and a pumping station (15 to 30 million gallons 
per day) would be built at the metering sktion. The pumping and metering stations 
would be fully automated, including telemetry feeds to both Louisville and Lexington. 
The pumping station would be sized to provide adequate lift to the Shelby/Franklin 
County Line. 

11. Financing h u e s  

A. The existing and proposed assets used to provide service to Kentucky-American would 
be specifically identified so that the cost recovery for those items would not be double- 
counted. 

' .  . ,  
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i Water Sales Agreement 
Page Two 

11. Financing Issues continued 

B. LouisvilIe Water Company would consider issuing tax-exempt bonds to finance those 
assets in Jefferson County which would be for the exclusive purpose of providing 
service to Kentucky-American. Debt service payments on these facilities would be 
included as a line item on the monthly bill. 

C. Z,ouisville Water Company has established a System Development Charge for the 
purpose of recovering past and future growth related capital expenditures. A System 
Development Charge for those growth related assets attributable to providing service 
to Kentucky-American would be computed. Future added capacity would also be 
subject to the System Development Charge. 

D. The length of the contract would be approximately 25 years, wi th  provision for renewal 
based on mutual agreement. 

LIT. Ratemaking Jssueg 

A. Water rates would be reviewed and updated annually. 

B. Louisville Water Company rates are established based on Cost of Service methodology 
as described in American Water Works Association Manual MI (Water Rates). 

C. Kentuchy-America would be provided Louisville Water Company financial statements, 
annual budget, and rate study. Also, Kentucky-American would be notified of ali 
meetings of the Lauisville Board of Water Works. 

D. Louisville Water Company would compute the estimated annual consumption by 
Kentuchy-American for budget purposes. Kentucky-American would be allowed to 
provide informatiun and estimates for consideration when the estimated annual 
consumption is computed. 

E, The Return on Equity target to be included in the water rates would be based an an 
average of returns for a group of investor owned utilities. 

IF. Kentucky-American would be considered as a separate rate ciass, with a single rate 
block based on their own maximum day and maximum hour peaking factors. The 
peaking factors for the first year of the contract would be estimated. 
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Water Sales Agreement 
Page Three 

111. Ratemaking Issues continued 

6. There would be a fixed monthly charge for those customer costs directly attributable 
to providing service to Kentucky-American to recover customer account expenses. 

W. There would be a single commodity rate to recover general pressure plane production 
costs plus a return on rate base. Production casts would be based on average system 
costs (Crescent Hill and Payne Treatment Plants) rather than plant specific costs (Payne 
Plant only). 

I. An Elevated Service Area Surcharge would be added to the per thousand gallon 
commodity rate to recover boosted pumping and storage costs plus a return on rate 
base. 

3. The billing schedufe would be on a monthly basis. 

IV. Water Ouantity and Ouality Issues 

A. Kentucky- American would purchase at least 3 niiilion gailons per day during October 
through April and at feast 5 million gallons per day during May through September. ,r 

B. The maximum rate of flow for water to be taken under this contract would be defined. 
Existing facilities are capable of providing up to 15 million gallons per day, with 
potential expansion providing up to 30 million gallons per day. 

C. Water sold to Kentucky-American would be considered as surplus water, sold only 
when surplus water is available in the Louisville Water Company system. We 
anticipate this provision would be invoked only in the event of a catastrophic 
occurrence. 

D. Imisville Water Company would keep Kentucky-American Water Company continual 
apprised of water quality goals and water treatment strategy. 

I look forward to hearing your thoughts on these issues. 

Sincerely, 

President 
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October 16, 1992 

Mr. Robert A. Edens 
Vice President and General Manager 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Dear Mr. Edens: 

I 
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i DRAFT 

October 15, 1992 

Mr, Robert A. Edens 
Vice Prcsidcnt and General Manager 
Kentucky-American Water Company 
2300 Richmond Road 
hxington,  Kentuck-y 40502 

Dear Bob: 

RE: Water Sales Agreemenl 

We are making progress in exploring engineering and construction issues irivolvcd with 
IIouisville Water Company providing water tu Kerrtucky-American Water Company. As we 
recently discussed, we should also begin definition of issues to be covered in a water sales 
agreement. The following summarizes thosc issucs which lmisvilie Water Company would like 
to see included i n  such an agrwnent, 

B. 

c. 

Service would be provided at a metering station near the Jefferson/Shdby County Line 
at either Interstate 64 or US Highway 60. The metering statim would be equipped to 
monitor both consumption and pcak dcniand rates. 

Service sizing would be based on projected flow schedules. It is cctnteinplated that 
either a 36 inch main (capable of providing up to 15 million grllbns per day) or a 48 
inch main (capable of providing up to 30 million gallons per day) would be installed in 
Jefferson County from English Station Road M the Shelby County t ine ,  

! 

‘z 

A storage facility (5 millioii gallons) and a pumping station (15 to 30 million gallons 
per day) would be built at the metering station. The pumping and metering stations 
wodd be fully automated, including telemetry feeds la both Louisville and Lexington. 
The pumping station woutd be sized to provide adcquatc lift to the ShelbylFrankiin 

W” A ., The existing and iroposeh asseis used la provide service to Kcnrucky-American would 
be specifically identified so that the cost recovery for those items would not be double- IJ 

7 // 
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Water Sales Agreement 
Page Two 

DRAFT 
AJ 

O' f" 
c p  

B, Liouisville Water Company would consider issuing tax-exempt bonds to finance those 
assets in  Jefferson County which would be for the exclusive purpose of providing 
service to Kentucky-American. Debt service payments on these facilities would be 
included as a line item an the monthly bill, 

C. buisvil le Water Company has established a System Development Charge for the 
purpose of recovering past md future growth related capital expenditures. A System 
Development Charge for thase growth related assets attributable to providing service 
to Kentucky-Amerjcan would be computed. Future added capacit). would also be 
subject to the System Development Charge. 

D. The length of the contract would be approximately 25 years, with provision for rcncwal 
i 3 C , U S i . ? ~ ~ ~ ~ ~  

a g r e e m e n t ~ A ~ L ,  L., ,px Lh/ 2wjG -Lu,& 
i 1 d' - /  

:: 0 E d  J-&:fL'arJ/& -&Jq- 

,--y L . 1 4  ZL4l.J,a && 
&&+. c % c L: - -z&z22%.~ /  

5 4 '  - A. Water rates would be reviewed and updated dnually.  d ' $*J-*-(* ' L - r - c c ; ~ ~ J - - 4  cj I-- 
Louisville Water Company rates are established based on Cost of Service methodology (9 as described in hrnerkan Water Works ---- Association -_.-_-.- Manual M1 - (Water Rates). 

k!'J C. Kentucky-American would be provided Louisville Water Conipany financial statements, gY" t/J annual budget, and rate study. Also, Kentucky-American 
& I f  meetings of the huisville Board of Water Works.+- 
YP ""/- 

D. Louisville Water Company would compute the estimakd annual consumption by 
Kentucky-American for budget purposes. Kentucky-American wouId he allowed to 
provide information and estimates for consideration when the estiniated annual 

_*sumpti"" i s  computed. 

E. The Return on Equity target to be included in the water rater; ould be based on 
average of returns for. a group of invcstor owncd utilities. - A 7 r 7  I7 &A &v-d 

would be cansidcrcd as a separate rate class, with a single rate 
block based on their own maximum day and maximum hour peaking factors. The 
peaking factors for the: first year of the contracl would be estimated. 
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Water Sales Agrcement 
Page Three 

DRAFT 

q .  G ,  There would be a fixcd monthly charge far those customer costs directly attributable 
to providing service to Kentucky-Amencan to recover customer account expcnscs. 

H. There would be a single commodity rate to recover general pressure plane production 

costs (Crescent Will and Payne Treatmcnt Plants) rather than plant specific costs (Payne 
Plant only). 

An Elevated Service Area Surcharge would be added to the per thousand gallon 
commodity rate to recover boostcd pumping and storage costs plus a return on rate 
base. 

costs plus a return on rafe base. Production costs woiild be; bas& on average system 

1. 

J ,  The biiIing schedule would be on a monthly basis. 

IV. l i tv  1- 
,P 

A. Kentucky-American would purchase at least 3 million gallons pcr day during October 
through April and at least S million gallons per day during May through September. 

The maximum rate of flaw for water to be taken under this contract would be defined, 
facilities are capable of providing up to 15 million gallons per day, with 

potential expansion providing up to 30 million gallons per day. &J 
g. /q;cp C. Water sold to Kentucky-American would be considered as surplus water, sold only ,A” 

when surplus water is available in the Louisville Water Company system. We 
anticipate this provision would be invoked only in the event of a catastrophic 

D. Lauisville Water Company would keep Kentucky-American Water Company cuntinuaf L+-’ 

appriscd of water quality goals and w a k t  treatment strategy.+= 
/ 

I look forward to hearing your thoughts on these issues. , / 



1025 Laurel Oak Road P. 0. Box 1770 Voorhees, New Jersey 08043 * (609) 346-8201 

October 2, 1992 

RP 92-12. 

Mr. Gregory C. Weitzcnan 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Re: Kentucky-American Water Conipany 
KAWC Supply.,& 

Greg: 

Enclosed is a copy of the March 1990 Alvord, Burdick, 6L: Howson report entitled 
"Evaluation of Source of Supply Alternatives" which we are fonvarding for your general 
information. Please note that the information in this report was used selectively in 
conjunction with other information internally generated, and that our final 
reconimendations and cost estimates for developing additional source of supply and 
production improvements may differ from that contained within. We are also enclosing a 
copy of the American Water Works Company, Inc. 1991 Annual Report for your general 
information. 

'r 

We are presently finalizing administrative and staffing issues for this project, and \vi11 
be in contact with you again in the near future. If you need anything else at this time, 
please contact me at (609) 346-8278. 

David M. Reves 

DMR/d 

C: T. A. Fdey - KAWC 
S. M. Stocktan - KAWC 

f 
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Kent.ucly-Amcr ican lVakr- Company 
2300 Richmond Road * Lexington. Kcniticky 40502 

606-269-2386 

MEMORANDUM 

TO: 

FROM: 

DATE: 

D. L. Edgemon 

R. A. Edens 

September 17, 1992 

SUBJECT: Louisville Water Company - 92-12 

' :  i I ..;. . " * I * -- - - _ r _ _ _ _ _ . a  --: 

On 9/16/92, Dave Reves met with us regarding the above project to discuss the preliminary schedule 
which was attached to his 9/8/92 letter. There are a few areas that I would like to call to your attention. 
They are as follows: 

1. 

-7- 
2, 

3. 

4. 

5. 

6. 

We agreed that it would be appropriate to meet with some of the New JerseyAmerican folks 
involved in the Tri-County project to learn from some of their experiences. At this time, I'm planning 
on having Stan Stockton, Ben Hammack and Tom Friley attend. This meeting will be held in New 
Jersey. 

Regionalization is an issue that I would like to have a clear company position on prior to making a 
public announcement of this program. As we have discussed this previously, 1'11 not expand on this 
subject at this time. 

Permit requirements is another subject that was discussed. I believed a legal review is necessary 
because of the large number of political entities involved. When we were conternplatlng the bullding 
of KRSII, we had Stoll, Keenon and Park conduct such a review, 

Easement acquisition is an enormous undenaking, especially assuming we are not successful in 
obtaining permission to utilize the federal highway right-of-way that we are actively pursuing. 
Regarding of the route utilized, this work will require a consuitant of some type to acquire the 
necessary easements. We hired Stoll, Keenon and Park to obtaln a portion of the easements for the 
Toyota pipeline and this worked well. 

Location and/or ownership of booster pumping station at or near the Jefferson County line is 
another issue that appears to have differing opinions. You may recall that I advised you that 
Louisville Waler Company was suggesting that they own and operate such a facility just within the 
county line. During our discussion, concerns were expressed about Kentucky-American not having 
ownership of this station. This will also require further discussion and input. 

An item that also requires discussion is the staffing levels at Kentucky-American. if we are to be 
involved in this project in the manner that Dave's preliminary schedule provides - and I agree that 
vrre should - we are simply not staffed to accommodate a project of this size. Our current staffing 
level is inadequate to undertake a project of this size. Accordingly, this needs serious consideration. 

Equd Opportunity Employer 
P Prinled on Recycled Paper &?p ,-* 
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0. L. Edgemon 

Page 2 
1 September 17, 1992 

Dillard, I have specifically not offered solutions for each of the above because I think it's appropriate for 
them to be addressed by all appropriate parties. As you would suspect, I have some thoughts and ideas 
on each one of them, which I would appreciate lhe opportunity to discuss with you at your convenience. I 
will make myself available as required to discuss afl of these issues. I also feel that there is a degree of 
urgency to resolving all of them. 

i 

RAE/II 
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I -.. American Water Works Se,rvice Commnv. Inc. 
1025 Laurel Oak Road * P 0 Box 

Mr. Robert A. Edens 
Kentucky-American Water Company 
2300 Riclimorld Road 
Les in g t on, Ke 11 tu cky 4 0 5 0 2 

Re: Develop Ohio River Sup~>lv 

Dear 13ob: 

September 8, 1992 

BP 92-12 

Attached is a prelhiiiary schedule for tlie referenced project for your review 
prior to our meeting on Wednesday, Septeiuber 16th at 1O:OO a.m. We would like to 
finalize the scheduk! on the 16th arid ultimately develop iilore specific scope for each 
of tlie line items. All Kentucky-tS3nerica1~ personnel ~ v h o  will be involved in this 
project should be present at this nreetirlg. 

)- 

This m i l l  also confirm our iiieetiiig with the engineers froni the L.ouisde Water 
Coinpaiiv at 10 :OO a.m. on Thursday, September 17th. This meeting should allow us to 
familiarize the Louisville engineers with the geiieral scope of the pi oject. aiid 1 i 0 ~  it 
will effect the need for cngineeriiig iiuproveiuents \x-itliin their system 

Please call me if you have any questions or need ally other informatioil. 

Sincerely, 

David h4. Reves 

Dh4Ni 
Att. 
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_*------ Kcntuc ky -her ican Wakr Coni pmy 
2300 Richrnand Road Lexington, Keiitucky 40502 

606-269-2386 

T O  : D. L. Edgemon 

FROM : Jan Davie, A 

DATE : June 16,  1992 

SUBJECT: Meetinq With Louisville Water Company 

Enclosed you will find minutes from t h e  m e e t i n g  Bob and 1 had w i t h  
Louisville Water Company on Thursday, June 11. Bob asked t h a t  I 
forward these minutes to you. 

Please do not hesitate to call me should you have ques t ions .  

JD/ds 

Enclosure 

P 
Equal Opportunity Employer 
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Kentucky-American Water Company 
Meeting with Louisville Water company 

June 1.1, 1992 

The fallowing individuals were in attendance: 

John Huber 
President 
Louisville Water company 

Vincent Guenthner 
Government Affairs Manager 
Louisville Water Company 

Bob Edens Jan Davie, APR 
Vice President and Manager 
Kentucky-American Water Company 

Community Relations Manager 
Kentucky-American Water Company 

Mr. Huber began the meeting by identifying the key political groups 
of concern to the Louisville Water Company and the Mayor of 
Louisville. He addressed the following four: 1) elected officials 
in Jefferson County, 2) elected officials in Fayette County, 3 )  
elected officials in the areas along the Kentucky River (Of 
particular concern were the key questions - Can the Louisville 
Pipeline a l s o  be their solution? Where does this alternative leave 
them?) and 4 )  constituents along the pipeline route - particularly 
water suppliers who might fear loosing their customer base. 

Mr. Guenthner then addressed two of the their primary political. 
concerns. First, the possibility of being regulated by the Public 
Service Commission as a result of the pipeline, which they do not 

empowering fiscal courts wi th  the ability to regulate rates that 
municipal utilities charge so tha?. city and county residents are 
n o t  charged differently. 

,r want. Secondly, the possibility of the Kentucky legislature 

Mr. Guenthner explained that Representatives Rocky Adkins of Sandy 
Nook, Richard Turner of Tompkinsville, and Jim Maggard of Jackson 
recently presented the fiscal court regulation idea at a joint 
interim meeting of the Economic Development, Tourism and Energy 
Committee. Louisville Water Company is concerned about this 
proposal because counties along the pipeline route might be able to 
set rates f o r  any water Kentucky--American resales to them. This 
would be by virtue of the fact that Louisville Water Company could 
be supplying water to a lot of counties through Kentucky-American's 
resale along the route. (In a follow-up conversation that Ms. 
Davie had with Mr. Guenthner on Friday, Mr. Guenthner expressed a 
desire for Kentucky-American to join with Louisville Water Company 
in presenting opposition to any such legislation.) 

Mr. Huber then asked Mr. Edens about Kentucky-American's plans to 
present the Louisville pipeline alternative to the PSC and the 
public. Mr. Edens explained the following timeline: June 26  - 
f i l e  the Least-Cost Comprehensive Planning Study chapter on Source 
of Supply with the PSC; mid-July (around 7/13-14 or 7 / 2 0 - 2 2 )  meet 
w i t h  the PSC to discuss the LCCPS, and after the PSC's reaction to 
the study meet with the local key groups. Mr. Edens stressed it is 
our hope to delay these meetings until after the November election. 1 

i 

i 

. d' 
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Mr. Edens went on to inform Mr. Huber of h i s  recent conversation 
with Lexington Mayor Scotty Baesler in which tie also expressed a 
desire to delay any public discussion until after the election, 
Mr. Edens said Mayor Baesler also reiterated h i s  support of the 
Louisville Pipeline alternati.ve and his plans to calf Mayor 
Abramson to express this support. 

r 

Edens then discussed the decision tree approach to the pipeline 
alternative contained in the Least-Cost Comprehensive Planning 
Study. Mr. Huber was pleased with this approach stating he favors 
that we "soft sellif the pipeline alternative to the YSC. Mr. Nuber 
said he perceives our key message as being "We must have an 
alternative source of supply decision by 1994 so we may have 
adequate supply in time f o r  our peak demands in 1997." 

At this point, Mr. Edens expressed our concern about Louisville 
Water Company's open meeting requirement for the company's board 
meetings. He inquired about the possibility of Louisville Water 
Company claiming an exemption under Kentucky Revised Statutes 
61.810. Mr. Huber said they are sensitive to this concern and have 
discussed exemption with their attorney. According to him, the 
only exemptions allowed are for economic development and personnel 
matters. 

Mr. Edens t.hen asked Ms. DavFe to give Mr. Huber and Mr. Guenthner 
an overview of the governmental materials we had developed for the 
meeting. 
Edens. They included lists of federal, state and local officials 
in the counties of Anderson, Fayette, Franklin, Shelby and Woodford 
- those affected directly by the pipeline route. The materials 
also identified committees the state officials serve on and how the 
November election and the redistricted federal and state 
congressional districts would affect these contacts. Additionally, 
Ms. Davie addressed how Kentucky-American interfaces with the four 
key political groups identified by Mr. Huber. She briefly 
discussed the Kentucky River Basin Steering Committee, the Kentucky 
River Task Force, the Water Supply Planning Councils, and Bluegrass 
Tomorraw.  

A copy of the materials were given to Mr. Huber by Mr. 

Mr. Edens then asked Mr. Kuber to further explain what Mayor 
Abramson considers to be 'lpolitical Mr. Huber then 
addressed the Mayor's plans to run for a third term as Mayor in 
1993 and interest in a statewide race - possibly for governor or 
U . S .  senator in 1995 or 1996. Mayor Abramson does not want 
Louisville Water Company to take the position that they are 
llselling" water to Lexington. Rather he prefers the position that 
Lexington is tlbuyingaa from Louisville. The Mayor's position will 
be that Louisville has an abundant resource with available reserve 
capacity to supply Lexington. 
to grow from outside Jefferson County. 

Mr. Huber then addressed another political concern of Louisville 
Water Company's - how w i l l  it appear to Jefferson Countians when 
Louisville sells water to Lexington while some areas inside 
Jefferson County do not have drinking water? 
the company is mandated by state law to supply outlying areas in 
Jefferson County. The framework is being developed to have this 
accomplished by 1.996 or 1997. 

The Mayor wants the pipeline support  

He went on to explain 

! 
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M r .  Huber then b r i e f l y  gave M r .  Edens and M s .  Davie t h e  h i s t o r y  on  
t h i s  mandate, which included background on the  formation of 
L o u i s v i l l e  Water Company. I n  doing s o ,  he mentioned t h a t  
L o u i s v i l l e  Water Company has  220 ,000  customers and sells water 
wholesale  t o  s e v e r a l  surrounding count ies ,  one of which is Shelby 
County. 

f 

Since  there w e r e  no f u r t h e r  quest ions o r  comments, M r .  Ruber 
thanked M r .  Edens and Ms. Davie f o r  meeting w i t h  he and M r .  
Guenthner. 50th expressed t h a t  t h e  meeting was very  informati.ve. 
In conclus ion ,  M r .  Edens promised to share a copy of t h e  Least-Cost 
Comprehensive Planning Study with Mr. Huber when it is complete. 
.. 

! 
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606-269-2386 

June  15,  1 9 9 2  

M r  . Vincent  Guenthner 
Government A f f a i r s  Manager 
L o u i s v i l l e  Water Company 
435 South  Third street 
L o u i s v i l l e ,  Kentucky 40202  

Dear Vincent :  

It  was a p l e a s u r e  meet ing wi th  you and M r .  Wuber last 
Thursday.  W e  c e r t a i n l y  enjoyed a very  in fo rma t ive  meet ing.  

Thank you f o r  c a l l i n g  m e  on Fr iday  t o  share w i t h  m e  t h e  names 
of t h e  s t a t e  r e p r e s e n t a t i v e s  I had requested d u r i n g  Thursday 's  
meet ing ,  
d u r i n g  our t e lephone  conversa t ion .  

I have enc losed  t he  t w o  newspaper ar t ic les  w e  di.scussed 

Vincent ,  1 look forward t o  g i v i n g  you a t o u r  of our f a c i l i t i e s  
sometime i n  t h e  nea r  f u t u r e .  Please he  s u r e  t o  give m e  a ca l l  when 
you are p lanning  t o  be i n  t h e  Lexington area. 

I n  t h e  meantime, i f  there i s  anyth ing  I can  do for you, p l e a s e  
do n o t  h e s i t a t e  t o  c a l l  m e  a t  606-268-6332. 

S i n c e r e l y ,  

. Davie, APR 
u n i t y  R e l a t i o n s  Manager 

JAD/ds 

E n c l o s u r e s  

P 
Eounl Oooortmitv Emolovnr 

,30535 
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606-269-1306 

PERSONAL 

Jotin Eluber, President 
Zxtuisville Water Company 
433 South Third Street 
Lmisville, Kentucky 40202 

Dear John: 

As T indicated, 1 pIan on writing the Public Service Commission on or about June 10, 
1992 to advise that the final chapter of the Least CostlConiprehensive Planning Study 
{Source of SUPJAY) will be sent to them on June lS, 1992. At the same time, I will request 
a meeting to discuss the entire Least Cost/Comprehensive Planning Study document with 
them on or close to July 14, 1992. They, of course, will determine the precise date. As we 
further discussed, you will plan on a more detailed discussion with your Board at their July 
14, 1992 meeting. I believe this will work well in view of your understanding of your 
Board's current position. If you should become aware of any information that would affect 
this matter in the future, please let me know about it. Assuming that all of this works as 
planned, we will plan on advising Kentucky-American's Board at its July 24, 1992 meeting 
of the posture of the matter at that time. 

,r 

John, I firmly believe that, if we can take the position that we have discussed that 
this issue is in a planning mode and nothing is finalized at present,'we should be able to 
operate and work out the details without various entities becoming unnecessarily and 
prematurely involved. Please feel free to contact me at your convenience. 

Sincerely, 

Robert A. Edens 
Vice President and Manager 

RAE/Il 

c: D, L. Edgemon 

P Prinled on Recycled Pwcr &36 rrh 



]to~~%viIle-.Kentucky American Water.cvorks Service Company M A  WWSC) 
Water Supply Proposai for Lexington, Kentucky 

hlay 14, 1992 

This fact sheet provides data relating to primary transmission supply to Kentucky American 
Water Works Service Cortipany at the Jefferson/Shelby County line near Interstate 64, including 
hydraulics, sizing, cost estimates, and water rates. 

I. Hydraulic Boundary Conditions 

A. 

3. 

c. 

D. 

E. 

F. 

B.E. Payne pumping capacity 45 nigd (expandable to 60 rngd) 

English Station Road 60-inch PCCP transmission supply 

(maximum capacity 50-75 mgd, assuming expansion of BEP) 

Westport BPS capacity 21 mgd 

(plans for expansion to 45 mgd 1994-1997) 

Wesport Road 484nch PCCP transmission supply 

(maximum capacity 30-45 mgd, assuming expansion at Westport BPS) 

English Station 10 mg Standpipe 

1. 864 ft nisl overflow 

2. 

3. 

JeffersdShelby County line 

1. 

2. 

840-850 ft nisl hydraulic grade 

770 ft msl ground elevation 

810 ft nisl hydraulic grade (minimum) 

760 ft msl ground elevation 

11. Projected R o w  Schedule 

Sc h ed ul e " A " 

199.5 4.0 mgd 

2ooQ 5.0 rngd 

2005 7.5 mgd 

2010 8.0 mgd 

2020 10.0 nigd 

2030 12.0 rngd 

2040 14.0 mgd 

2050 15.0 rngd 

1 
P 

Schedule "I3" 

6.0 mgtl 

8.0 mgd 

8.0 nigd 

12.S rugd 

15.0 mgd 

20.0 rngd 

25-0 mgd 

30.0 mgd 



. * .  

HI. Transmission hlain Route and Sizing 

! A. Route Length (35,aoO I f )  

1. 

2 .  

Schedule "A" (15 mgd) requires 36-inch main (mininitmzf 

Schedule "B" (30 mgd) requires 48-inch main (minimum) 

English Station Standpipe to 1-64 at Freeway (12,000 1Q 

1-64 at Freeway to JeffersonlShelby County line (23,000 I f )  

€3. 

C. 

IV. Storage and Pumping 

A. Schedule "A" 

J. 
2. 15 mgd pumping station 

Initially 5 rng storage at Sefferson/Shelby County line 

a. 

b. 

(1) 10 mgd, (2) 5 mgd, (2) 2.5 rngd pumps 

TDH of 250 ft will lift to Shelby/FrankIin County line 

B. Schedule "B" 

Storage and pumping can be expanded to meet 30 mgd denland 

V. Schedule "A" Cost Estimate r 

! 

35,000 If 364nch water main @ $14O/lf 
35,000 lf x 1.2* cu/ l f  @ $40/cy 

(2) 60-inch interstate tunnels (rock: SO0 If @ $500/lf) 
(2) stream crossings (400 If @ $200/lf) 
35,000 If easement (50 f t  wide @ $5/lf) 

Property for pump station and storage 
(1) 5mg standpipe (inifid) 
( I )  15 mgd pump station, metering, and telemetry 

subtotal (transntissiom only) 

sub t ota I (trarzsrn issiotr , slotage, puitipirtg) 
engineerJng @lo% 
contingency @ 15% 
Total 

* assumes average 3 ft depth io rock 

2 

P 

$4,900,000 
$1,680,000 

$400,OQQ 
$80,000 

$175,O00 

! 

! 

$7,235,000 
ts 1 O#,OOO 

s1,2oo,Ooo 
$500.000 

$9,035,000 
$900,000 

$1.30O.000 
$11,235,000 

(say $1 1 , 000,000) 

00538 : 



VI. Capital Recovery 

'r 

Annual debt service on initial investment of $11.0 million to recover cost of main 
extension from English Station to 1-64 at the Jefferson/Shelhy county line. 

-- 6% I_ 7% __ 8% 

20 years $959,000 $1,038,300 $1,120,400 

30 years $799,100 $886,500 $977,100 

40 years $731,iOO $825,100 $922,500 

VIT. 1992 Water Rates 

A. Annual Service Charge $25,275 
1. 

2. 
To recover customer account expenses 

Assumes (S) 8-inch meters (5 x $421.25 x 12) 

B, Commodity Charge 

To recover general pressure plane production costs, plus reiiirn on rate base 

I .  Existing Rate Blocks 

a. < 10 mg per month $1.09/tg 

b. 10 - 20 mg per month $0.8S/tg 

_. 3 New Rate Block 

a. > 20 mg per month $O.8O/tg 

b. Assumptions 
.~ 

(1) Production costs based on average systems costs (CH and 

BEP) rather than plant-specific costs (BEP only) 

Return on rate base of 9.4% (2) 
( 3 )  Peaking Factors 

(a) Maximum Day 1.2 

@) Maximum Hour 1.4 

C. Elevated Service Area Surcharge $0.19/tg 

To recover booster pumping and storage costs, plus return on m e  base 

3 
P 
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VIII. System Develapment Charge 

A. 5 mgd capacity $280,000 

3. 10 rngd capacity $560,000 

C. 15 mgd capacity $840,000 

5 mgd = 3,500 gpm and requires (5 )  8-inch meters 

(1) 8-inch meter = 80 equivalent units (e.u.) 

1992 SDC of $ 7 0  for 3/4-inch service at 20 gpm or 1 equivalent uni t  (e.u.1 
SDC = 5 meters x 80 equivalent units x $700/e.u. = $280,000 

IX. Cantractual Issues 
A. 

B. 

Long Term Contract (30-50 years) 

Demand Contract (take or pay) 

4 
P 

! 
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LOCXSVI:LL,Fd 7\/t7ATER C , ’ C ) M P A h T Y  
435 S O U T H  T H I R D  S T R E E T  * L O U I S V I L L E .  U E N T U C K Y  4 0 2 0 2  

T C L  502-569-3600 FAX 5 0 2 -  5 8 5 - 2 a 0 6  

JOHN L I-IUBER 
PRCSIGENT 

April 6, 1992 

CONFIDENTIAL 
Mr. Robert A. mens 
Vice President and General Manager 
Kentucky-American Water Company 
2300 Ricfiinond Road 
Lexington, KY 40502 

Dear Bob: 

RE: Water Resource Alternatives 

As we have discussed, the Louisville Water Company has available capacity which could be used 
to supply the Kentucky-American Water Company. The Ohio River provides an abundant and 
reliable resource for the Louisville Water Company. Even during a drought as severe as 
experienced in 1988, the Louisville Water Company only withdrew approximately one percent 
of the Ohio River flow at Louisville. Water intake, treatment and pumping facilities are rated 
at 270 million gallons per day WGD) by the State of Kentuchy. This 270 MGD capacity 
compares with a historical peak consumption of approximately 195 MGD, which occurred during 
the summer of 1988. 

Since Kentucky-American must develop additional supply capacity and the Lmisvi‘ile Water 
Conipan y has significan t additional supply capacity, exploring a mutually advantageous solution 
is warranted. This letter is to confxm that we are interested in pursuing a passible water sales 
agreement with you. 

Since our evaluations are preliminary at this time, we concur that discussions shauld be 
confidential until the feasibility and desirability of a water sales agreement are more fully 
explored. 

We are currently evaluating key issues that must be defined and quantified in proposals which 
might lead to a water sales agreement. 

SincereXy , 

/John L. Huber 
President 

jcm 

An Equal Opportunity Employer 
P 00541 



KENTUCKY AMERICAN WATER COMPANY 

1325 Virginia Street, East 
Box 593 

Charleston, West Virginia 25322 

A N  AhltXlCAh’ \V\TUI \VOIItS SYS Et4 CI)LII’AN$ 

Dillard I,. Edgeinon, 
Pres i de n t 

January 9 ,  1992 

Tetephone 
(304) 340-0700 

Mr. John Huber, Presldent 
Loui s v t  1 le Water Company 
435 Sotith 3rd Street 
Loulsvlile, Kentucky 40202 

Dear John : 

I want to  express my appreciation to you for the time you devoted to Bob 
Edens and me on Tuesday, and again, thanks very much for  lunch. I t  i s  always 
a pleasure to vlslt Loutsv.ltle and the folks at Louisville Water Company. 

As  I promised during our conversation, I am enclostng a copy of the 
conservation pol icy, along wtth a background paper explaining the rationale, 
whlch was recently adopted by the Natlanal Associatton of Hater Companies. 
You w i l l  note that the p o l i c y  statement urges consideration of local need, 
local water demand character1 s t l  c s ,  and regtonal hydrologic f a c t o r s  rather- 
than unifarm national crtteria when establlshing conservation goals. I t  also 
stresses that benefits should exceed implementation costs. T h i s  policy will 
serve as the b a s l s  f a r  the Assoclation’s effolts to influence conservation 
legislatlon that will undoubtedly be included as part of the Clean l4ater Act 
reauthor 1 za ti on. 

h- 

Again, thanks very much. I.le look forward to hearing from you soon 
regarding whether there 1s an interest on the part o f  Louisvllle Water Company 
t o  sell water to  Kentucky-American. 

DLE:vs 

Enclosures 

c c :  R. A. Edens 

P 

S 1 ncere 1 y , 

Dillard L. Edgemon 
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1 NATIONAL ASSOCIATtON OF WATER COMPANIES I JAMES 8. GHQFF, EXECUTlVE DtRECTOR 

National Assoclstlon of Water Companies 

Policy Statements Regarding Water Conservation 

Water conservation is the application of prudent demand management strategies to 
reduce the inefficient use of water. It incliides measures that maximize the ijseful life of 
a source of supply, to the extent that the benefits of the nieasures exceed the costs to 
implement the actions. 

Water is a renewable resource. However, specific geographical regions of the United 
States have limited water supplies. In addition, dissimilar water demand patterns exist 
between regions. These factors require that water conservation strategies be applied on 
a distinct, regional basis by all users. Water conservation goals must be established 
based on local need, local water demand characteristics and regional hydrologic factors, 
rather than uniform national crileria. 

The Federal government should complement, but not duplicate local water conservation 
efforts. The Federal government should enact a national plumbing code and provide 
continuing support for research to develop efficient water use techniques. A federal 
clearinghouse should be established to distribute water demand management information 
and promote public education programs for water conservation. 

,r 

NAWC endorses the execution of management initiatives under the control of water 
utilities which are aimed at reducing the loss or inefficient use of water. 

The process of meeting water demand requirements in an economicaf and efficient 
manner requires a mix of supply and demand side planning and management strategies. 

Water conservation strategies must be technically and economicafly feasible, socially 
acceptable, and must not jeopardize the financial integrity of the utility. 

# 
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Baakground: Water conservation measurer) may ba anaated to 
overcmme & broaU variety of operating problems such ae 
extraordinary peak demands, axcsasive average uaaga, inadequate 
storags or pipe  capacity, supply contaminat ion ,  or drought. The 
cause(8) for auch problems typicnl ly  establish the water 
conaervntfon goa l .  Based on the diversity of cauaea for such 
events ,  the corresponding water conservation goals  may vary 
broadly from raducing peak w e ,  to reducing average use, ta 
limiting water us0 to essential purposes only. 

A policy etatsment regarding water coneervation must  include a 
concLss definition of the tam %ater conservationH that may be 
applisd in a universal faehion. Based on this criterion and the 
above considerations, t h a  common purpose for a l l  water 
conservation mezmures is not tha mere reduction of a l l  water use, 
but rather the reductfan OP inefficient water UBB.  

,r 

The extent  to which water conservation meaf3uTes are included in 
the opat-ationa of a water utility must be based on loual water 
u s e -  patterns and a net accrual of benefits to i t 8  customers. 
Therefore, the beneficial effects and c o s t a  of water conservation 
program$ muat ba quantifiable. 

PoXiop Btate-n~ontt Water i r  a ronrwablo E~IOUIQ~. Bowaver, 
rpioifio goographtaal regfoar of tha Wnited 8tat(r8 have l h i t r r d  
#&tar rupplirr, In a d d i t i o n ,  d i r a b i l a r  watmr drmatld prttrirnr 
r x h t  betwrrea rrgion8, Thrao fratorr rog~ir0  t b i t  waCW 
aonaervatian strategioa ba applied on a d i u t i a a t ,  regional b a r i n  
by all. u8.r.. Water oonswxit ion gorlr muat be arCnblirhrd bamrb 
on l oor l  nard, b a r f  wator damrrd ~hrxraterSrti~i and ragiortal 
bydrologia faatarm, rathrr than unitom nrtional oritorir .  

Backgrowdr The importance a1 designing a water canaarvat ion 
strategy based on 1.ocal needs is necessary aince water use acroBB 
the country is not uniform. Similarly, the manner in which water 
is used player an important ro le  in determining which conservation 
measure(s) should ba implemented, if any. These considerations 

i 
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support: tsha need to f i t  water consarvation m e a ~ u r a a  t o  t h e  
specific water supply and demand characteristic@ of a hydrologic 
region.  

In a d d i t i o n ,  efforts at water conservation cannot  b8 targeted 
B O h l y  at p u b l i c  water aupply customers wha gene ra l ly  account for 

small percentage of water used. To be ef feot ive ,  watar 
c o n s e r v a t i o n  must be pract iced by a l l  ueer8, including indurrtry 
and ngr i cu l tu re  e 

p o l i a g  ~tatomantt The ~crderal  gov*rnment rbould aoaglmaat, but 
not dupliortm looal wrtar aoasarvation rff'ortS, Fhr lrrrdrrrl 
gcrvcrnmnt should rnaat  a nation81 plunbiag aoda abd provide 
aontinuing support tor rodiarah t o  develop rrffioirnt watw us) 
teohniqurr. A Federal alaariaghousd rhauld bo rrtrbliwhrd t o  
uiatributa water demiad naaagement inforonation and promote pubrio 
oduortion programa f o r  water aonsorvation, 

Bsokgroundt Zt is In the interest of the  Federal government to 
promote considaration for water conserva t ion  in the management of 
the nationta water reaourcets. In view of the need to daaign 
water conservation program based on local  water supply and 
demand cond i t ions ,  the efforts of the Federnl ovarnment should 

themselves to common application to a l l  region6 of the 
country 

 or example, a national. plumbing code can provide a unifom maims 
to im rove the effiuiancy o f  end-use water consuraption. Water 
e f f i c  T ent fixtures achieve reliable water savings eince their 
performance is largely unatfectad by the bahavioral factors which 
contribute to discretionary water UBU. 6irnillar legitslation 
enncted in a t  feast  10 atntes has provided a predictable strategy 
for reducin indoor water demand, A national  plumbing coda would 
avoid 
centralizing uniform performance standards Lor plumbing fixtures. 

focue on thoee w a t e r  conservation etrnteg 1 88 which lend ,r 

a p 4 ecernaal approach for water demand aranagaent by 

Continuing research to improve Water conservation techniques 
would provide a mechanism to maintain the plumbing coda a t  a 
level that coincfdes with available technology. In addition, the 
Federal government ahould 6UppOrt research that expands 
lnnovative water supply management strategies such 88 water reu68 
and reclamation. 

Public educatian is a comnon element far water conservation 
programe that: is largexy unaffected by regional variation in 
water supply and demand. water cuetomera welcome information 
about: how thay can eaV8 Therefore, public 
education is an important t o o l  for water conservation programs to 
show C O ~ S U ~ Q Y B  how and why to use water' efficiently, even in 

money on water b i l l s .  1 

1 
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"water r i c h "  a r e a s .  Pub l i c  educa t ion  programs can focus  on 
i n d u c i n g  f avorab le  u s e r  h a b i t  changes o r  provide  informat ion  t o  
help customers  make sound c a p i t a l  inves tments  t h a t  improve wa te r  
e f f i c i e n c y .  Many e n t i t i e s ,  i n c l u d i n g  governmental agenc ie s ,  
s c h o o l s  and p u b l i c  water  s u p p l i e r s ,  can play a role i n  
d i s s e m i n a t i n g  informat ion  t o  end-users r e g a r d i n g  the b e n e f i t s  of 
water conse rva t ion .  

Pol icy Statament:  NAWC endorses  the execution of management- 
i n i t i a t i v e s  under  the control of w a t e r  u t i l i t i e s  which are aimed at 
reducing the loss o r  i n e f f i c i e n t  use of water. 

Background: Water system management p r a c t i c e s  such as meter ing ,  
leak detection and r e p a i r ,  t he  performance of water a u d i t s ,  and 
w a t e r  ra te  s t r u c t u r e s  t h a t  discourage the i n e f f i c i e n t  u se  o f  water  
are c o n s i d e r e d  t o  be good ope ra t ing  procedures  f o r  w a t e r  u t i l i t i e s .  
T h e r e f o r e ,  t h e s e  p r a c t i c e s  should be t h e  i n i t i a l  components fo r  any 
water c o n s e r v a t i o n  program. Such measures are p a r t i c u l a r l y  
desirable s i n c e  t h e y  are usually under  the direct c o n t r o l  of t he  
u t i l i t y .  I n  contrast ,  end-use demand management programs a r e  less  
re l iable  and more complex s i n c e  r e l i a n c e  i s  p l aced  on t h e  behav io r  
and practices of w a t e r  consumers t o  use  wa te r  e f f i c i e n t l y .  

Policy Sta tement :  "he process of meet ing w a t e r  demand requi rements  
i n  an economical and e f f i c i e n t  manner requires a mix of supply and 
demand a ide  planning and management strategies.  

Background: T h e  need for a d d i t i o n a l  w a t e r  supply for a g iven  
s e r v i c e  a r e a  i s  commonly expressed as  t h e  d i f f e r e n c e  between w a t e r  
demand and a v a i l a b l e  supply,  which i s  measured and f o r e c a s t  over 
time. A gap between water  supply and demand may be reduced by  
expand ing  t h e  water supply,  implementing demand management 
measures, o r  a combination of bot.h s t r a t e g i e s .  T h i s  l a t t e r ,  
h o l i s t i c  approach for water  resource  management r ecogn izes  t h a t  
w a t e r  conse rva t ion  does n o t  create a d d i t i o n a l  supply  and by i t s e l f  

i n t e g r a t i o n  of demand a n d  supply management measures can  provide a n  
e f f i c i e n t  means t o  s a t i s f y  water  demand de f i c i t s .  

'Y 

cannot e l i m i n a t e  long-term water  r e s o u r c e  demands. Boweve x, 

Leas t - cos t  p l ann ing  i s  one method of integrating demand and supp ly  
management st-rategies. Least-cost  p l ann ing  is an evaluation of t h e  
growth and  o p e r a t i o n  of a public water system t o  determine t h e  best 
mix of supply and demand management strategies t o  meet s a f e ,  
adequate and reliable levels of service. The r e s u l t a n t  least-cost 
plan provides for economic stability and a reasonable r e t u r n  on  
invesimant:  for t h e  u t i l i t y ,  environmental  protection, and equity 
among r a t e p a y e r s ,  a l l  a t  t h e  lowest costs t o  the  u t i l i t y  and the  
customer. 

I 

! 
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1 
P o l i o y  etaternant t Pf&t@r oonservrtion s trrtrgiar  aurt be 
trahaiarlly and eaonomiarlly fraaiblr, iroairl3.y aoaeptAblr, and 
muat n o t  j e o p a r d i a a  tha  f i n a n a h 1  integrity ot  the utility. 

Baakgroundi There tire numerous example8 of rrucceesful water 
conservation pragramsr throughout the count ry .  However, the 

t r a n s l a t e  directly t o  other results of such program 
geographia area6 due t o  var  atian in end use,, climatic 
conditiana, per  c a p i t a  water  coneumption, and socioeconomic 
effects, Based on t h e s e  considerations, th8 elementea of a W & t 8 r  
conservation program mu& first relate to the aotual patterns of 
water use f o r  a given area. Gscond, the selected strategies 
should  be capable of causing a measurable reduction in water use 
or loss. Third, there must be a likelihood that t h e  selected 
conservation maaEcureB will be adopted by the community, since the 
ultimate responsibility for water conservation lie6 with the 
water user, 

rarel'i 

The application of water conservation measures may adversely 
impact the financial position of a water utility. Flret ,  813 a 
result of decreased consumption, a utility may experience lower 
saleer and must therefore be authorized to replace that portion of 
its revenue stream t h a t  ie lost due to lower w a g e ,  8econd, 
traditional ratemaking Formulas for water utilities have allowed 
an entity ta earn a r e t u r n  on invetltment on p l a n t .  ~n order to 
avoid disincentives for enncting water conservation programs, a 
utility must likewise be a b l e  to earn a raturn on its investment 
for demand side management practices. 

I 

i 
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2300 Richmond Road 
Lexingron. Keniucky 40502 
6~tj.269.23a6 

i 

An AmOrliQn Wnlsr Works Sytiam Comaany 

TO: Dillard Edgenion 

FROM: R A. Ederrr 

SUBJECF 

DATE: February 5,1990 

Source of Supply - Louhilie Water Cornpay 

Dillard, now may not be !he time lo pursue tliir mmer  additionally) but having 
reviewed tlie.fiIe on thir subject aiid picking up on our dircussion in our 
office on January 16, it appears there may be some discreparicy regarding the 
base price per 1,OOOgailo~w: In rr letter dated Jmuary I7frOi71 Foster Burba 
(copj) attached), i lime underlined in paragraph 5, information which certainly 
could he construed to say the cost would be $. 73 per Z,ODO gallons and tlzat 
there wouM be no demmd charge. I realize flik conflicts witit the handwritten 
memo you receivedFom Ed Limhacli and is contrary to M ~ C Z  ltieard Foster say on 

As I indicafed praiously, this may not be the time to furzher discuss this ipi 
view of the current situatiort However, I thought it would be appropriate for 
me to slzare our thoughts following additional review ofthe matter. 

lf we should need to discuss this, I would appreciate the opporfirnity to do so. 

January 4- 

RAE:kfl 

Attachment 

C: S. Slade J 

Eqiid Opporlirnity Employer 
P 00548 
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230 Richmond Road 
Lexington. Keniucky 40502 
6%-269-2386 

I 

MEMORANDUM 

TO : File 

FROM : Susan Slade 

RATE : November 27, 1989 

SUBJECT: -- Louisville Water Company 

Attached is a copy of Louisville Water Company's evaluation of the 
facilities within Jefferson County necessary to supply a potential 
connection with Kentucky-American. 

The information was provided with the understanding that it would be 
used f o r  our internal planning purposes only and will riot be 
distributed or discussed w i t h  outside parties without Louisville 
Water Company's permission. 

SRS/ 11 
i 

Attachment 

Equal Opportuniv Eniployer 
P 00552 I 
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LOUISVILLE WATER COMPANY 
435 South Third Street 

Louisville, Kentucky 40202 
FAX Number: (502) 585-2806 

FAX Transmission Cover Sheet 

Please delive_r t.he following page(s) to: 

From: __ __.-- 

1- Phone Number! (502) 569-360 

LWC (Third Street.) is transmitting ___ 9_ page(s) including cover sheet, 

If you need to have a resend of any  page, please call the above number. If we do 
not hear from you, we will assume that YQU have received the page($) 
satisfactorily, 

Thank you. 

P 00553 



PRFE.  0132 
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xc: F. Burba 
3 .  Huber 
E. R i  chey 
B. Egartf 
S. Hubbs 
8. Rhodes 
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A. Projected FIw Sdhedules 

1992 
1995 
am 
20%5 
2010 
a20 
203tT 
2 w  
2050 

3 .0  W 
4.O m 
5.0 Me> 
7.5 1m 
8.0 MGD 

l0,a I G D  
12.0 l r n  
14.0 M;;D 
15.0 MGD 

5.0 MQ> 
6.0 m 
8-0 MQ) 

M.0 m 
12.5 
15.8 
20.0 w 
25.B KD 
3er.B MGL) I 
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B. H e a d l o s s  at 30 MGI): 
33,mO feet 30" Main: 267 feet (116 PSI) inadepuate 
33,0@3 feet 36" Main: llEl feet (48 P a )  inadequate 
3 3 , B  feet 42" Main: 52 feet  ( 2 3  PSI) m g i n a l  
33t@EX3 feet 48" Main: 27 feet (12 P a )  adequate 

A. Schedule A - 15 KXI &!sign Flow - 36-jnch min 

3 @ , W  3.f. 3G-h2h dirt e $12J3.E@/l.f. . $?t6rzIQ,oOO 
3,000 1.f. 3G-inch in paving e $lW.Wa/l.f. . . . . W,fB0 
6,500 C.U. rcck (3 $c;O.0Z?/c.y. . . . . . . . . . . . 3%,$3@J 

2 - SQ" xntE!rst;lte Tunnels EMpi 1.f. @ $m.os/l.f. m,m 
2 - Stream cL73sshlgs 2m 1.f. @ $Irn.rnJl.€. . . . I) 20,4'iERil 
3C?,kX70 1.f. easment acquisition @ $ 2 . @ / l . f .  . . . tjQ,wagl 
Master Meter and V a u l t  at County L i n e  . . . . . . 20,ooO 

SUbtckal $5,a30,m 

* 

Engineering 5% 

Qntinge.Rcy 158: $ 790,@%3 

$6, ff 70,0E4? 36-Inch Main T o t a l  Es t imate  

Engineering 5% s 3 m t 3  

Subtrotal $6,730,0wiJ 

c 
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IV present Day Value of Ccolstrud;ing 30 1.xa3, @-Inch main hi 1992 rather 
than year 2820 idm schedule B projected flm rate exceeds 15 M%D: 

I 

kltermtive 2: Construct m e  &-inch main in 1992 to rneet 30 
Ivx;D on Schedule 3, 

Future Value (cost of constructim) Table Schedule A & B 
(assme 5.5% i.rlflaki.cir2) 

1930 1992 a 2 0  

Schedule A $6,070,0Z% $ 6 , 7 % , W  $30,252,@%3 

Pmvidhg 30 MQ, capacf;ty by year 202Q (Alt 1) m Schedule B w i l l  
require 
of $13,512,W in 1992 dollars. Pmviding 38 Mcp c q a c i t y  1992 (Alt  2) 
using ScheWe B requires an i n v e s m t :  of $8,6L5,m in 3932 dollars. 
hmic  4 y s i . s  ampares these two alternatives using present value {IW) 
snalysis, ,zsstrnxi.ng an interest rate of 8.66% (taxable h d  rate per ELR, 
8/31/89). 

36-inch mEtins b u i l t  in years 1932 and 2020, yiel..ciing teal a s t  

, 
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r .  

,i 

1992 
95 

2orwI 
28165 
2850 
2020 
2030 
204B 
2@5M 

3m 
4.8 " 

5.0 " 

7.5 'I 

8.0 " 

LEI,0 " 

12 I t  

14 'I 

15 I' 

5m 
6 
8 " 

u3 " 

12.5 
I5 'I 

m " 

25 " 

3 I' 

c 

i 
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An additional inquLz wa6 mde to determine the yew at w h i c h  the 
pooncmic - advantage of mmtructing 443-inch transmissiots capacity im s- 
35 MGD &swears;  1.e. determine the breakeven year of hest-- $6,756,@rJ13 
i n  1992 for 15 EM) - 36 inch m5.n capacity and a second I5 MQ3 36 -kh  main 
in year n to Prnvi.de a total 3er FED cqmAty,versus initial. 1992 
construckion of a 30 1423 - 48-infh rain. 

Asswnp~ora: - M l a t i o n  = 5.5% - dismumt rate = E.668 
-- PV = 36-iirch 1992 value = $6,756,@00 
- 4 = &-inch 1992 value = $3,6lS,GXB 
.- n = bre3keven year 

n = 43.7  ;years 

Y e a r  = 1992 i. 4.4 = 25% . 
Conclusion: In year 2836 the c o n s ~ c t i o n  costs of 343 rn 49-in32 

tra.ns6ssi.m c q a c i t y  g i a l s  that of cxx~tsuction of ho 36-inch rmins in 
1992 aru3. year 2036, bc3t;h of wM& supfy 30 W capacity; i.e+, tihe ecomnic 
&antage of c3anstru&ing a 30 MQ) @-inch transmission capacity disappears 
in 2036. 
h l t 9 ~ ~ t i V C  1 of mmtructing a s ingle  15 PED 3 6 - h h  supply i n  1992, and a 
secand after 2036 is the pr&erred alternative, 
prior to 2036, Al.&mnative 2 of constructing a sdngle &-inch is me 
preferred a1 kemative. 

This means if &nand dms nat exceed 15 W u n t i L  after 2036, 

If demand excMs 15 Nc;n 
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KAWC - LWC 
MEETING - AUGUST 24,  1989 

The above r e fe renced  meeting was held beginning a t  9 : 3 0  a.m. a t  
L o u i s v i l l e  Water Company's o f f i c e s  for t h e  purpose of d i s c u s s i n g  t h e  
p o t e n t i a l  sale of water by LWC t o  KAWC. Those i n  a t t e n d a n c e  
r e p r e s e n t i n g  L o u i s v i l l e  Water Company were M r .  F o s t e r  Burba, Elba 
R i t c h i e ,  Frank Campbell, John Huber, B i l l  Ege r t  and J o e  H e l m  ( l e g a l  
c o u n s e l ) .  
Limbach, Bob Edens, Lindsey Ingram and Susan Slade .  

agreement between Kentucky-American Water Company and L o u i s v i l l e  
Water Company was a new concept  f o r  L o u i s v i l l e  Water Company and t h a t  
t h e y  have a t tempted  t o  exp lo re  v a r i o u s  o p t i o n s  which could  be 
m u t u a l l y  b e n e f i c i a l  . 

Represent ing  Kentucky-American Water Company were Ed 

F o s t e r  Burba opened t h e  meeting by i n d i c a t i n g  t h a t  t h e  p o t e n t i a l  

Ed Limbach i n d i c a t e d  t h a t  he would l i k e  t o  have, a s  a n  outcome of 
this meet ing ,  a d r a f t *  agreement. I t  w a s  agreed  t h a t  Lindsey Ingram 
would w o r k  w i t h  J o e  H e l m  t~ develop such a d r a f t .  Ed Limbach 
i n d i c a t e d  t h a t  there is a l o t  of i n t e r e s t  i n  t h e  community f o r  a 
p o t e n t i a l  p r o j e c t  b e t w e e n  L o u i s v i l l e  and Lexington and he a l s o  
i n d i c a t e d  t h a t  h e  had Board a u t h o r i t y  t o  proceed and n e g o t i a t e  an 
agreement t o  purchase water  from L o u i s v i l l e  Water Company. 

P u b l i c  Service Commission r ega rd ing  t h e i r  i n t e r e s t  and a u t h o r i t y  t o  
r e g u l a t e  LWC and Lindsey Ingram discussed  the  response  from Susan 
Mast in ,  g e n e r a l  counse l  of t h e  PSC. Copies of t h i s  response  were 
provided  t o  L o u i s v i l l e  Water Company. M r .  H e l m  i n d i c a t e d  t h a t  LWC's  
Board concern is n o t  t h a t  there is p r e s e n t  a u t h o r i t y  t o  r e g u l a t e  h u t  
t h a t  f u t u r e  l eg i s l a t ive  s e s s i o n s  may r e s u l t  i n  PSC j u r i s d i c t i o n a l  
a u t h o r i t y .  H e  i n d i c a t e d  t h a t  t h e  f u r t h e r  LW! ex tends  beyond 
S e f f e r s o n  County, t h e  g r e a t e r  t h e  r i s k  i s  of be ing  r e g u l a t e d .  Bob 
Edens i n q u i r e d  whether t h e  LT?C's arrangement w i t h  o t h e r  bu lk  water 
sales customers  ex tending  beyond J e f f e r s o n  County l i n e  had caused LWC 
any p a r t i c u l a r  problems. 
such  problems i n  t h e  p a s t  30 yea r s .  

Ed Limbach i n d i c a t e d  that: w e  had a d d i t i o n a l  in format ion  from t h e  r" 

M r .  H e l m  i n d i c a t e d  t h a t  t h e r e  had been no 

M r .  Burba i n d i c a t e d  t h a t  t h e i r  g r e a t e s t  concern is w i t h  J e f f e r s o n  
County l e g i s l a t o r s  from the  remote a r e a s  w h o  are t r y i n g  t o  r e q u i r e  
LWC t o  ex tend  r u r a l  water  l i n e s  i n t o  unserved areas. H e  i n d i c a t e d  
t h a t  informat ion  r ega rd ing  how v a r i o u s  communities and c o u n t i e s  a r e  
g e t t i n g  development g r a n t s  i n  o r d e r  t o  extend r u r a l  water l i n e s  would 
be h e l p f u l .  M r .  H e l m  emphasized that: t h e  PSC concern is n o t  
something t h a t  KAWC can address ,  b u t  rather its j u s t  an i n t e r n a l  
concern  of LWC t h a t  t h e y  want u s  t o  be w e l l  a w a r e  o f .  

E d  Limbach emphasized t h a t  if t h i s  PSC concern w i l l  r e s u l t  i n  an 
i n a b i l i t y  of LWC to reach  an  agreement w i t h  KAWC, w e  need t o  know 
abou t  it s o  w e  can get on wi th  our  business. H e  i n d i c a t e d  w e  have 
s p e n t  $40 ,000  on t h i s  s tudy  a l ready .  
would t r y  t o  g e t  u s  an answer from t h e  Board as qu ick ly  as  they  can. 

Mr. Burba i n d i c a t e d  t h a t  t h e y  
- ! 
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Joe H e l m  asked how t h e  PSC approval  would work. Lindsey Ingram 
i n d i c a t e d  t h a t  we would probably f i l e  a g e n e r i c  t a r i f f  such t h a t  

approva l  would be l i m i t e d  t o  approval  of the  c o n t r a c t  which would 
require f u l l  c o s t  p a s s  through t o  customers.  

I s ubsequen t  purchased water ad jus tments  w i l l  be l lsemi-automatic.  It  P S C  

Bob Edens mentioned h i s  d i s c u s s i o n  w i t h  B i l l  Chambliss  and t h a t  
M r .  Chambliss was quick  t o  say  t h a t  he  w a s  i n  agreement w i t h  the  PSC 
o p i n i o n  r e g a r d i n g  PSC a u t h o r i t y  over  LWC. 

Ed Limbach proceeded t o  d i s c u s s  i n d i v i d u a l  i t e m s  from t h e  agenda. 

t P u r a t i o n  - It was agreed t h a t  t h e  d u r a t i o n  w i l l .  he t i e d  to t he  

b &,int of Del ivery - LWC w i l l  t a k e  p i p e l i n e  where w e  need it a t  

d e p r e c i a t i o n  ra te  of  t h e  p i p e l i n e  (88 y e a r s ) .  

t h e  county lime. 

* D a t e  of I n i t a t i o n  - The d a t e  of i n i t i a t i o n  w i l l  be subsequent  
t o  PSC approval ,  f i nanc ing ,  the estimated 18 month t o  2 yea r  
c o n s t r u c t i o n  p e r i o d ,  i . e .  when a l l  things a r e  l i n e d  o u t ,  KAWC 
w i l l  s t a r t  t o  tak.e water.  

t Water Oua l i tv  - Water q u a l i t y  w i l l  meet s t a t e  and f e d e r a l  
r e g u l a t i o n s .  Add i t iona l ly ,  adequate n o t i f i c a t i o n  o f  t r ea tmen t  
process changes w i l l  be provided t o  KAWC by LWC. Water 
q u a l i t y  a n a l y s i s  p r i n t o u t s  w i l l  be provided t o  KAWC on a 
monthly basis.  J o e  H e l m  wants l i a b i l i t y  f o r  b lending  water t o  
be o u r s  and t h e  q u a l i t y  of water  w i l l  be t h a t  d e l i v e r e d  a t  t h e  
county  l i n e .  LWC w i l l  a l s o  provide n o t i c e  and coord ina t ion  
r e g a r d i n g  f l u s h i n g  p rocess  o r  o t h e r  such o p e r a t i o n a l  problems 
t h a t  may a f fec t  KAWC ope ra t ions .  

t Deliverv P res su re  - KAWC w i l l  de s ign  around LWC's specified 
d e l i v e r y  p re s su re .  

c a l ib ra t e  meter every six months. PSC o r  KAWC may wi tness  
t e s t i n g .  KAWC may a l s o  b r i n g  i n  an independent  t e s t i n g  agency 
t o  f i e l d  test t h e  meter ing f a c i l i t y  accuracy.  John Huher 
indicated t h a t  t h e  i n i t i a l  thought  by LWC is t o  u s e  t u r b i n e  
meters and test  i n - - f i e l d .  They have t h e  equipment t o  do t h i s  
now. Bob Edens i n d i c a t e d  t h a t  w e  may meter a t  each  booster  
s t a t i o n .  
f a c i l i t y  and arrangments ,  KAWC would pay for t h e s e  f a c i l i t i e s ,  
but KAWC would have concurrence on t h e  d e s i g n  of t h e  
facility. LWC's i n i t i a l  thought  is t h a t  t h e y  would c o n s t r u c t  
a meter house f o r  t h i s  p a r t i c u l a r  arrangement.  
w i l l  be made f o r  backflow prevent ion  d e v i c e s  i n  t h i s  house. 

t _Metering - LWC owns and f u r n i s h e s  meter. LWC w i l l  t e s t  and 

It w a s  agreed t h a t  LWC would d e s i g n  t h e  metering 

P rov i s ions  

t B i l l i n s  and Pavment - L W ' s  s t anda rd  b i l l i n g  and payment 
requirements  f o r  monthly b i l l i n g  w i l l  be used.  

t Communication of Future  P r o j e c t i o n s  - Every June ,  KAWC w i l l  
p r o v i d e  LWC w i t h  a f ive -yea r  f o r e c a s t  update .  

! 
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I P i p e l i n e  Desiac 

i E d  Limbach discussed KAWC's demand f o r e c a s t .  H e  i nd ica t ed  t h a t  
t h e  l i n e s  are being s i z e d  such t h a t  it w i l l  be designed f o r  a 15 mgd 
c a p a c i t y  i n i t i a l l y ,  b u t  w i l l  have an u l t i m a t e  c a p a c i t y  of 30 mgd. 
This  r e l a t e s  t o  a 36-inch main. KAWC envis ions  a Phase I and Phase 
XI. approach, i .e .  Phase 1: would r e q u i r e  15 mgd be  a v a i l a b l e  over 
t i m e .  Phase I1 would r e q u i r e  t h a t  t h e  a v a i l a b i l i t y  be  increased t o  
3 0  rngd. KAWC's concern is t h a t  w e  t r y  t o  minimize ra te  shock on our 
customers and a l s o  t h a t  w e  a r e  conserva t ive  from t h e  r e g u l a t o r s  
s t andpo in t .  

t h a t  w e  env i s ion  two baseloads,  s ay  a May 1 through September 30 
tisummew" l oad  of 3 t o  5 mgd i n i t i a l l y  and a "winter t f  load  of 1 t o  3 
mgd i n i t i a l l y .  Ed Limbach memtioned t h a t  it w a s  es t imated  t h a t  it 
would take 2 1  days f o r  t h e  water t o  reach Lexington a t  a 1 mgd r a t e .  
H e  also i n d i c a t e d  t h a t  w e  t h i n k  ou r  f o r e c a s t  i.s conserva t ive .  
According t o  p ro jec t ions ,  25 mgd would be adequate through t h e  year 
2050 b u t  w e  believe t h a t  t h e  year  2020 i s  a more rea1isti.c period €or 
this. John H u b e r  i nd ica t ed  t h a t  LWC is sound up t o  15 mgd t o  English 
S t a t i o n  and then  6 t o  7 m i l e s  of p i p e l i n e  cons t ruc t ion  would be 
r equ i r ed  t o  t h e  county l i n e .  He ind ica t ed  t h a t  there is  no need t o  
go t o  t h e  p l a n t  with Phase I. 

Ed Limbach discussed a two l e v e l  baseload concept.  H e  indicated 

B o b  Edens inqui red  whether t h e  l i n e  from English S t a t i o n  would be 
ded ica t ed  t o  KAWC and whether LWC would ups i ze  if necessary for t h e i r  
a n t i c i p a t e d  growth. LWC ind ica ted  t h a t  t he  l i n e  would be an i n t e g r a l  
p a r t  of t he i r  t ransmiss ion  sys t em.  LWC would t a k e  c a r e  of t h e  
a n t i c i p a t e d  growth i n  s i z i n g  t h e  l i n e .  John Huber  i nd ica t ed  t h a t  a 
36-inch des ign  a t  15 mgd t o  ga t o  30 mgd would be p r e s s i n g  capaci ty .  

There  was a d iscuss ion  regarding what size l i n e  LWC should p u t  i n  
p l a c e  t o  provide t h e  quan t i ty  a t  t h e  J e f f e r s o n  County lime. Question 
regard ing  whether  t h e  same a n a l y s i s  would hold t r u e  f o r  t h a t  por t ion  
of t h e  .^Fine a s  f o r  KAWC por t ion .  Lindsey Ingram ind ica t ed  t h a t  LWC 
needs t o  keep i n  mind t h a t  w e  a r e  r egu la t ed  arid a s  such must hold our 
des ign  much c l o s e r  and much more conse rva t ive ly ,  i. e. "smaller11 from 
a c a p a c i t y  s t andpo in t  than  LWC is probably used t o .  Lindsey Ingram 
encouraged ZWC t o  u s e  an a n a l y s i s  t o  demonstate tha t .  appropr ia te  size 
c o n s i d e r a t i o n  has  been given t o  whatever l i n e  would be constructed i n  
J e f f e r s o n  County. 

LWC appears  t o  be agreeable  t o  t h e  dua l  base demand proposal. 
Under t h i s  s cena r io  there was d iscuss ion  regard ing  how KAWC would pay 
f o r  t h e  main ex tens ion  requi red  i n  J e f f e r s o n  County. The concept is 
t h a t  KAWC w i l l  be paying f o r  t h e  unused p o r t i o n  and t h e  used portion 
would be XAWC's usage. For  example, a t  an  i n i t i a l  average of 3.8 mgd 
( r e l a t i v e  to 3 0  mgd c a p a c i t y ) ,  KAWC would only  be paying f o r  t h e  
apport ioned 87 percent  of t h e  f inanc ing  c o s t  of t h e  water  l i n e .  The 
used p o r t i o n  would be included in t h e  p r i c e  spread over a l l  
Customers. Lindsey Ingram made t h e  proposal  t o  charge KAWC d i r e c t l y  
for  actual c o s t s ,  b u t  give KAWC c r e d i t  f o r  what o t h e r s  are using. 
For example, i f  20 percent  is being used by o t h e r  customers on t h e  
water  l i n e .  Under t h i s  concept,  t h e  i n i t i a l  capac i ty  would be 
assumed a t  30 mgd (or  15 rngd), but a p o r t i o n  of t h i s  30 mgd would be 
avai lable  t o  o t h e r  customers. I t  was ind ica t ed  t h a t  it would be 
tough to i d e n t i f y  how much usage is by t h e  o the r  customers on l i n e .  

,! - 
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t There  w a s  a d i s c u s s i o n  r ega rd ing  product ion  c o s t s  and marginal  
c o s t s .  LWC i n d i c a t e d  t h a t  w e  would be r e c e i v i n g  b e n e f i t  of t h e  

i weighted c o s t  between both  p l a n t s .  M r .  Burba i n d i c a t e d  t h a t  LWC does  
n o t  u t i l i z e  incrementa l  c o s t s ,  and have s e r i o u s  problems wi th  doing 
t h i s ,  i..e. making an except ion ,  t hey  a n t i c i p a t e  ser ious p o l i t i c a l  
problems a s s o c i a t e d  w i t h  t h i s  t y p e  of approach, f o r  example, from 
e x i s t i n g  l a r g e  customers  such as G.E. who always d e s i r e  to n e g o t i a t e  
i n d i v i d u a l  rates f o r  themselves .  Fost.er Burba s a y s  t h a t  w e  are 
g e t t i n g  a n  advantage by t a k i n g  water from the  network i n  t h a t  t h e  
margina l  c o s t  of bo th  p l a n t s  weighted by c a p a c i t y  is lower t h a n  i f  w e  
w e r e  l o o k i n g  a t  the Payne p l a n t  ind iv idua l . ly .  Ed Limbach emphasized 
t h a t  w e  w i l l  be a unique customer on t h e  LWC system i n  t h a t  w e  w i l l  
be making a commitment to take x q u a n t i t y  of water on o u t  t o  i n f i n i t y  
whereas no o t h e r  customer does t h i s ,  i .e. G . E .  could  c l o s e  nex t  
month. 

Ed Limba& i n q u i r e d  whether LWC would be i n t e r e s t e d  i n  
i n v e s t i g a t i n g  whether t h e y  could  reduce the  c o s t  t o  KAWC by looking  
a t  t h e  reserve c a p a c i t y  f o r  KAWC. It w a s  i n d i c a t e d  t h a t  t h e  cost fo r  
t h e  BE Payne p l a n t  w e r e  much h ighe r  t h a n  t h o s e  for  Cresen t  H i l l  but 
t h e y  i n d i c a t e d  t h a t  t h e y  would be r e c e p t i v e  t o  any o t h e r  approach. 

F o s t e r  Burba i n d i c a t e d  t h a t  t h e y  are open t o  any o t h e r  
s u g g e s t i o n s  o r  approaches.  They have t r i e d  t o  deve lop  similar 
approach to t h i s  rate relative to how o t h e r  r a t e  s t r u c t u r e s  are  
developed.  Ed Limbach i n d i c a t e d  t h a t  w e  were concerned and 
d i s a p p o i n t e d  t h a t  t h e  proposed rates are  so h igh  and he  ind ica t ed  
t h a t  w e  need t o  go back, digest .  t h e  informat ion ,  and  r e t h i n k  our  
approach t o  t h i s  a l t e r n a t i v e .  KAWC received c o p i e s  of t h e  c u r r e n t  
t a r i f f  and service r u l e s  and r e g u l a t i o n s  f o r  bWC. 

The meet ing adjourned a t  about  1:OO p.m. 

i 
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KAWC - LWC 
AUGUST 24, 1989 

AGENDA 

I. CONCEPTS 

+ KAWC desires t o  purchase t r e a t e d  water f r o m  LWC a t  agreed 
upon r a t e s  t o  meet c u r r e n t  and a n t i c i p a t e d  needs w i t h i n  
s t i p u l a t e d  l i m i t s .  

t- KAWC desires a reasonably cons t an t  supply of water and w i l l  
make t h e  s p e c i f i e d  supply r a t e s  a p a r t  of t h e  agreement &&& 
wants some f l e x i b i l i t y .  

II. ANTICIPATED DURATION OF RELATIONSHIP 

(Based on Lindsey 's  assessment, should be s p e c i f i e d  dura t ion  
versus perpe tu i ty )  

t 99 years renewable, o r  

t Tied t o  deprec ia t ion  schedule f o r  f a c i . l i t i e s  ( a n t i c i p a t e d  
l i . fe),  or 

P- Renewable increments of t i m e  contemporaneous with 

1x1. POINT OF DELIVERY OF WATER 

b Mutually agreed upon p o i n t  a t  J e f f e r s o n  county l i n e .  

P 00567 



IV. DATE OF INITIATION OF SERVICE 

i * Unknown/negotiable. 

! 

V. QUALITY OF WATER TO BE DELIVERED 

c State and Federa l  r e g u l a t i o n s .  

* LWC advises KAWC p r i o r  t o  maki.ng s i g n i f i c a n t  t r e a t m e n t  
changes; supply  water q u a l i t y  d a t a  on r e g u l a r  basis  (3)  

+ Consider  winter/summer r a t e s  of del i v e r y .  
e.g. w i n t e r  d e l i v e r y  a t  1-3 mgd i n i t i a l l y  ... up t o  5 mgd 
i n  f u t u r e ;  summer d e l i v e r y  a t  4-5 mgd i n i t i a l l y  (see 
schedu le )  

* C u r r e n t l y  a n t i c i p a t e d  summer d e l i v e r y  r a t e  r equ i r ed :  
i n i t i a l l y :  4-5 m g d ;  2000: 6-7 mgd; 2010 :  9-10 mgd) 

+ KAWC endeavors  t o  keep c o n s t a n t  h o u r l y  demands (no hour ly  
p e a k i n g ) .  

F KAWC may increase s t e a d y  d a i l y  d e l i v e r y  rate g iven  ----. days  
notice t o  LWC i n  t h e  even t  of an emergency, e tc . ,  b u t  n o t  t o  
exceed 30 mgd. Such a d j u s t e d  ra te  could con t inue  a t  least  
th rough  the  end of summer p e r i o d  b u t  may con t inue  i n t o  
w i n t e r  pe r iod .  KAWC would give LWC days  n o t i c e  p r i o r  
t u  r educ ing  d e l i v e r y  r a t e  back t o  prev ious  l e v e l s .  
upward adjus tment  w i . 1 1  n o t  impinge upon agreed f u t u r e  summer 
rates b u t  should be cons ide red  temporary ad jus tment  only. 

Such an 

, 
t P r o v i s i o n  t o  a d j u s t  agreed upon d e l i v e r y  upward i f  d e s i r e d  - 

review annually. 

P 00568 
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. 
VII. DETEFlMINATION OF RATE - FACTORS - MXNIMUM CHARGE 

i t Need exp lana t ion  of proposal  

- What's bottom l i n e  

- How much of 7 2  c e n t s  is t . r ansmiss ion /d i s t r ibu t ion /  
s t o r a g e  f a c i l i t i e s  

). Simple a s  p o s s i b l e  

t Minimum charge  = t a k e  o r  pay (do w e  want t h i s  as  such/format 
i n  agreement [ P S C ] ) .  

c. Service charge - okay 

t E s t a b l i s h  i n i t i a l  r a t e  ... set up indexing  mechanism 

- R e l a t e  to K&WC/LWC increased p roduc t ion  c o s t  

- A r b i t r a t i o n  

VI11 . CAPITAL CONSTRUCTTON REQUTREMENTS BY LWC 
F 

t 

They des ign  and b u i l d  t o  provide 30 mgd a t  county l i n e .  

Requi re  t o  be complet,e and  i n  s e r v i c e  by n e g o t i a t e d  date.  

8 

I X .  FINANCING 

c- LWC f inance  and own J e f f e r s o n  County p o r t i o n .  

c. Discuss LWC proposal f o r  handl ing  ( c a u t i o n  compare t o  30 mgd 
c a p a c i t y )  

t Alterna t i .ve :  2 0  year  payback 

t C r e d i t  t o  XAWC fo r  water purchased 

-3- 
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X. PUBLIC BERVTCE COMMISSION PARTICIPATION 
&.. p fW(* r.-.-k--i3L-+ 

t Limited to approval of c0ntract.d $ .  

t Discuss additional information received. 

XI. MZSCELLAHEOUS MATTERS 

A .  Delivery Pressure 

t They define, we'll design around it. Minimum and maximum 

€3. Service connection, maintenance and cos t  

P KaWC pays for service connection, meter, piping 
facilities and facilities for telemetering flow, volume 
and pressure 

t LWC: furnishes meter 

C. 

b LWC: tests and calibrates meter once every six month? - 
tJ(C5;cq-j 

Billing and Payment 

c Payable monthly days from date of bi.lling. 

D. Communication 

t KANC w . i l l  rovide revised five-year forecast annually 
by ,wJlWL 

t Planning guide only. 

F Agree upon winter/summer supply rates fo r  next year 
by --- of preceding year. 

XII. WHERE DO WE GO FROM H E m ?  

-4- 
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KENTUCKY-AMERICAN DEMAND FORECAST 

REQ'D ABOVE 
95 % PEAK EXSTNG(58.5) 

YEAR ( MGD ) f MGD 1 
----------------__--_____________I_ 

1992  6 2 . 5  4 
1993  63 4.5 
1994 63.3 4.8 
1995 63.6 5.1 
1996 63.8 5.3 
1997 64 5.5 
1998 64.2 5.7 
'1999 64.4 5.9 
2000 64.7 6 . 2  
2001 65 6.5 
2002 65 - 3  6.8 
2003 65.7  7 . 2  
2004 66  7 . 5  
2005 66.3 7.8 
2006 66.6 8 . 1  
2007 66.8 8.3 
2008 6 7 . 1  8.6 
2009 67.4 8 . 9  
2010 67.7 9 . 2  
2011 67.9 9.4 
2012 68.1 9.6 
2013 68.3 9 . 8  
20 1 4  68 .6  10.1 
2015 68.8 10.3 
2016 69 10.5 
2017 69.1 10.6 
2018 69.3 10.8 
2019 6 9 . 4  10.9 
2020  69.6 11.1 

2025 70.3 11.8 

2030 71.1 12.6 

2 0 4 0  72.7 1 4 . 2  

2050 74.3 15.8 

2060 7 6  17.5 

2070 77.7 19.2 
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502-569-3600 

FOSTER S ,  BURBA 
P R C U I O E M T  

August I?, 1989 

VIA FAX (606-288-6327) 

Mr, Robert A. Edens 
Vice President and General Manager 
Kentucky-Americap Water Company 
P .  0. Box 7500 
Lexington, KY 40522 

Dear Bob: 

RE: My August 8, 1939 Letter Transmitting Items for Discussion at 
August 24, 1989 Meeting--Contract Dra f t  for 3ulk Water Sales to KAWC 
by LIYCO. 

Hopefully, this letter will help clsrify some of the i t ems  in my August 8 
fetter to you regarding discussion i t e m s  at our August 24, 1989 meeting. 
This deals specifically w i t h  items 8, 9, 8nd IO regarding rates, charges, I- and f insncing + 

TTEX 8--RATES: 

For about twelve years, LWCo. staff  has performed rate study and developed 
rate charges for LWCo. utilizing NARUC system of accounts and concepts 
suggested in A W A  Manual #MI ,  Water Rates. While we have a specific rate 
for  utility sales (bulk water sales to other utilities), such existing rate 
does not appear appmpdate for the tentative KAWC plan in view of KAWC's 
special features; i . e . ,  low demand factars and long-term commitment for 
service by virtue of the major pipeline required. 

After studying the  matter, we believe OUT present utility rate can be 
expandedtmodified to meet requirements of KAWC and similar customers .  
discussion purposes, let's label our existing Utility Rate  Schedule UR-1 and 
the tentative mte UR-2.  
Charge, and a Demand Charge &s suggested in my August 8 letter, but there 
also would be an Elevated Service Area (ESA) Surcharge which in retrospect 
should be maintained as a separate charge rather than included h the Demand 
Charge andlor Production Charge as contemplated in m y  earlier letter. 
Therefore, the rates in Item 8 would be as FoUows based upon LWCo. I989 
allocation of costs and rate study. 

For 

UR-2 would have a Service Charge,  a Production 

Servjce Charge. 
allowance, 
Minimum Monthly Bill.) 
$333.75; 

This is LWCQ.'S standard monthly charge with no w a t e r  

For e m p l e ,  the SC for an 8-hch meter is 
(Please refer ta Attachment #1 entitled Service Charge 

and for a I2-inch meter, it is $933.50. 
j 

An Equal Opportunity Employer 
P 00584 
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lulr. Robert A. Edens 
August 1 7 ,  1989 
Page 2 

P r o d u c t i ~ ~  Charge. 
the base cost for w a t e r  which is 72.934 cents per thousand gallons. 
That is, this is the portion of cost allacation based upon a demand 
factor of 1 st our so-called general pressure plane. Presently, the 
Production Charge Cor bme charge as shown in our 1989 Rate Study) is 
not a separate part of any rate structure but is included in the 
established rate of $0.99 per thousand gallons for utility cu6tomers 
served in the general pressure plane (Attachment #2) .  

Demand C k g e .  
(based upon averap day useage) are expected to he m o r e  uniform than 
such demands of OUT other uGhty customers, a separate "ratchet" type 
Demand Charge would be developed (in UR-2) for  maximum day and maximum 
hour demands. 

In our present utility rate cost allocation, this is 

Because KAWC m h u m  day and maximum hour demands 

In UR-I ,  these extra capacity (or  demand factor charges), along wi th  
base charges, comprise the estx~blished rate of $0.99 per thousand 

In order to be equitable as well as compatible and uniform with UR-1, 
the Demand Charges under UR-2 w i l l  apply to corrsumption and maximum 
demands for 12-month period ending with each monthly useag4billin.g. f 
know this sound6 complicated, but we have tested this against our 
present UR-1 cast allocation and determined that the two rates (UR-1 and 
UR-2) are consistent. 
maximurn hour demand factors t o  UR-2 that we used in. establishing UR-1, 
the equivslent m s t  would be that which has been established for  utility 
customers--i.e., $0.99 per thousand gallons for water delivered in the 
general pressure plane. 

Based upon informtion aveilable at this time, we would expect x1AWC;'s 
average cast for water charges {Production. and Demand) t o  be less than 
if it were served under our IJR-1 rate. For example, if HAWC had been 
served in 1989 with demand factors of 1.0 for maximum day and maximum 
hour, it would have paid the Production Charge of 72-934 cents per 
thousand gallons and there would have been no Demand Charge. 
during 1989 it had been served with the same demand factors as used f o r  
utility customers { 1.56 rimximu day and 2.48 m h m  hour) the 
resultant average cost for  the 12-month period would have been $0.99 per 
thousand gallons at the  general pressure plane. The ESA Surcharge mus t  
be added t o  this 89 described below. 

gallons - 

That is, if we applied the ms;rdmum day and 

A m ,  if 

Elevated Service Area S - s .  
all customers receiving delivery at a higher elevation than the general 
pressure plane served by the Crescent Hill-Cardinal Hill system, in 
addition to established cha~ges, m y  an ESA Smxdmrge which presently is 
$0.19 per thousand gallons. (This i s  comparable to  what certain wate~ 
utilities describe a 'Ibooster" surcharge. ) KAWC would receive 
delivery from the ESA and would he subject t o  the Surcharge which iS to 
be reevaluated in our next mte study, In view of the growth which has 

In accordance with  our rate schedule, 

i 
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M r .  Robert A. Edens 
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.. 

occurred in the ESA, we contemplate that this Surcharge will decrease a bit 
in the next rate study. 
added to the ESA system, such addition would tend to lower or stgbilize the  
ESA Surcharge. 

Certainly, if a lnrge customer such as KAWC is 

ITEM 9--MINIMTTM CKIUIGES: 

The minimum-monthly charge shall be based upon maximum of __ mgd. or daily 
average of water deliveries in the preceding five calendar years, whichever 
is grater .  
the contract, the .minimum charge wiu. be based upon _. m g d . )  
monthly charge shazl consist of: 

(NOTE: During the first five full d e n d m  years of 
This minimum 

- Monthly Service Charge (based upon meter size). 

- Pmduction Charge. 

- Demand Charge. 

- ESA Surchar@. 

ITEM 10--FINANCZNG OF PIPELDIE ??ROM ENGLISH STATION FACJLITBS 
TO COUNTY LINE: 

It is proposed that LWCo. finance and own this line which presently is 
unsized and for which n6 esthatsd cost is available. 
annual charge. 
water  main larger than would be required otherwise and earlier than planned 
to sem-ice this area. 
rate of 9.66% X pipeline cost (8 .66% finance and 1% depreciation charge). 
Tkis (annual) finance charge would be reduced in equal percen- increments 
each year that the average daily delivery to KAWC exceeds zero delivery, 
Such cost would be zero at such time as the firm M y  delivery rate equals 
30 rngd. (This assumes the pipeline is to be sized f u r  30 mgd. delivery.) 
The annual charge would begin upon completion of the pipeline. Rather than 
lump sum payment annually, we would prefer that it be on ti monfhly %is as 
determined by the ddylmonthly average over the most recent 12-month 
period. 
average delivery for a year i s  15 mgd. ,  KAWC would pay one-half of the 
annual finance charge.) 

Bob, I trust this is not too confusing. 
discussion of cerkLin key considerations in tentative plan to purchase bulk 
w8ter from LWCo. 
seller ! 1 

lr 
Them would be an 

Such charge would reimburse LWCo. for  constructing this 

I t  is suggested that t h h  a n n d  charge be at the 

(Simple illustration: E t h e  pipeline is sized for 30 mgd. and 

Hopefully, it wil l  aid in our 

(After all, $$$ are very important to both buyer and 

Again, f mus t  emphasize that my Board is concerned and very apprehensive of 
any armulgement which might increase the likelihood of PSC jurisdiction of 
any of LWCO.'S operations. 'C 
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Mr. Robert A .  Edens 

Page 4 
August 17, 1989 

Please c d  me if you have any questians o r  comments. 

Sincerely, 

oster s. Burba 
President 

.- 

P R G E .  @OS 

FSR : jcm 
attachment 

cc: hk. Joseph 3. Helm, Brown Todd & Heyburn, legal counsel 
Mr. John 1;. Huber, Senior Vice President-Operations, LWCo. 
Mr . Elba L. Richey , Senior Vice President, Secretary-Treasurer, I,WCo. 
Mr, Frank C .  Campbell, Senior Vice President, Chief Engineer, LWCo. 
Mr. W i l l i a m  V .  E m ,  Vice President, Chief of Plant Operation 

and System Planning, LWCo. 
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6.03 General Rate Inside t h e  County of Jefferson and Leased 
j Facilities Outside the county O f  J e f f e r s o n .  

AU classes of customers taking metered service d i r e c t l y  from 
the cmpany and s l t u a t e d  (1) within the County of Jefferson or (2) 
o u t s i d e  the County of Jefferson and mrved through facilities owned 
by Other s  b u t  leas& by t h e  Canpany, aril where a surcharge is imposed 
by the lessor, excepting the utilities p rcbs ing  water fur resale, 
and excepting the  municipal customers w h o  shall-be served as provided 
in KRS 96.270 (3024a-6) a t  no Cost t o  the customer, and excepting 
publicly owned fire hydrants  per se, sha l l  be charge3 in accordance 
with the fallowing schedule. 

k 

r 

l-ET'Ek ,SIZE 

5/8"L3/4" 3.15 
1" 7.88 

1 1/2" 15.75 
2" 25 -20 
3" 55.13 
4" 94 -50 
6" 220 -50 
8" 393 75 
10 " 598 -50 
1.2" 913 -50 
16 " 1,811 -25 

I 

T k  charge for monthly usage s h a l l  be compted in accordance 

First 3 at $ 1.00 $." 
EIex t 3 at 1 .I2 
N e x t  194 at 3. -25 
N e x t  1,300 at: 1.17 
Next 3,58B at 1.04 
m t  5,688 at  .9S 

i n  excess of 10,080 at .a8 

with the followirg scheiiule ( t h o s a n d  gallons per month) .  
4- 

1- {A, y' h-r- 

n31 cunsunptions 

-. E33mxnx OF PIRe SERVI& cl.wGEs 

The charge for fire service, where water may be taken for Fire 
sha l l  be i n  accordance with the Eollowing schedule. 

will also ke applicable to such f i r e  hydrants as m y  be 
protection only, 
This charge 
provided by private agencies, 

Size : 
wnt-.hly charge: 

10" 12" 4" 6" 8" 
$8.00 $16.25 93l .E $62.30 $124.75 
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COMMONWEALTH OF KENTUCKY 
PUBEIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OfFICE BOX 615 
CRANKFORT, KY. 40602 

(S02) 564.3940 

1989 

Hon. Lindsley Ingram 
S t o l l ,  Keenan & Park 
1000 First Security Plaza 
Lexington, Kentucky 40507-1380 

Dear Lindaey: 

This letter is written in response t o  your letter dated J u l y  
31, 1989 zequesting an opinion 88 to whekher or not t h e  P u b l i c  
Service Commission would have any jurisdictiQn over t h e  rates and/or 
s e r v i c e s  of lm. i sv i l l e  Water Company in the proposled cantract 
whereby Louisville Water Company would sell potable water to 
Kentucky-American Water Company under 8 very long term contract. 
You also s t a t e  in your letter that  the  transportation facilities €or 
the water would be constructed from treatment and/or s torage  
facilities owned by Louisville Water Company t o  the Kentucky- 
American system in Fayette County, Kentucky, Additionally, t h a t  
portion of the pipeline to be constructed in JefEerson County, 
Kentucky,  would be owned, financed, and maintained by Lauisvil3.e 
Water Company. The polnt of purchase and sell of the water would be 
at Jeffertian-Shelby County line and from t h a t  point eastward the 
facilities would be constructed, f inanced ,  and owned by Kentucky- 
American Water Company. X t  is the opinion oE the Public Service 
Commission Staff  that:  there  is no s t a tu to ry  jurisdiction for the 
Public Service Commission to regulate the rates and/or services  of 
Louisville Water Company in t h e  proposed contract: w i t h  Kcntucky- 
American Water Company, 

Under the provisions of K R 6  Chapter 278, t h e  Public Service 
Commission does not have any jurisdiction over any city t ha t  owns, 
controls or operates or manages itre awn water plant. 
278.010(3), Therefore, t h e  Kentucky PubLic Service C o r n i f m i o n  does 
not have jurisdiction over Louisville Water Company. 
states as follows: 

KRS 

KRS 278,200 

The Commission mayl urldar the provision6 o f  
thi8 cha t e r ,  originate, establishc, change, 
M n c i  enforce any rate or service 

, 

standard of any utility t h a t  has been or may 
be f ixed by contract, Eranchiae or agxeement 

P 00590 1 
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&Ion. Lindsey Ingram 
4 Page 2 

+ August 16, 1989 
6' 

! 

between the utility and any c i t y  and all 
rights, privileges, and obligations arising 
aut of such contract, franchise or agreement, 
regulating any such r a t e  ar service standard, 
shall be subject to the jurisdiction and 
supervision of t he  Commission. . . . (emphasis 
added ) 

The Commission Staff's interpretation of RRS 278.200 ifj that when 
t h e  P6C otherwise has j u r h d i c t i o n  over a utility under t h e  
provisiona of Chapter 278 (ag defined in KRS 278.010), jurisdiction 
i s  n o t  lost when the utility if3 contracting w i t h  a c i t y .  
Comiesion Staff's opinion that  KRS 278.200 is not applicable when a 
nanjuxisdictfonal utility is contracting to sel l  water to a 
jurisdictional utility. There are currently many city-owned water 
utilities that  sell wholesale to jurisdictional utilitiee and t h e  
Public Service Commission has never asserted jurisdiction over t h e  
ra tes  and service provided by t h o s e  city utilities, As you point 
out; in your letter, People Gas Company of Kentucky v. C i t y  of 
Barbourville, 165 S.W.2d 567 (1942) and OAG 81-44 seems t o  confirm 
t h i s  interpretation of KRS 278.200, 

It is 

'r 

Lastly, your l e t t e r  correctly expresses the opinion that t h e  
Public service Commission haa the right t o  decide whether or not: the 
price to be paid by Kentucky-American Water Company for the purchase 
of potable water is f a i r  and reasonable to t h e  ex ten t  that it w i l l  
be passed a long  In its entirety a8 a cost of operation by Kentucky- 
American Water Company in the development of its rates. Furthermore, 
the Public Bervice Commission may requeet t h a t  the contract be made 
part of t h e  record when and 3 f  Kentucky-American files B ce r t i f i ca t e  
case to construct t h e  water line necessary to implement the proposed 
contract. 

In conclusion, t h e  Public Serv ice  Commission, under existing 
law, would not, have jurisdiction over t h e  rates and/or service of 
Louisville water Company under t h e  proposed contract, We look 
forward to being kept advised of theso  negotiations a8 they proceed. 
If you need any further clarification on this matter, please do not 
hes i t a t e  t o  contract: me a t  t h e  number below. 

Sincerely, 

General counsel 
(502) 564-7347 

cc: Forest M. Skaggs, Execut ive  Director 

P 



2300 Richmond Road 
i Lexington. Kentucky 40502 

606*269.2386 

MEMORANDUM 

An A m a n  Walor Works System Comvany 

TO : John Young 

FROM : Susan Slade 

DATE : August 9 ,  1989 

SUBSECT: Lexinqton/Louisville Pipeline 

Attached  is a copy of Louisville Water Company's proposed agenda and 
contract  discussion items for t h e  August 2 4 t h  meeting. 
and provide comments and any suggestions by A u g u s t  17th. Thanks. 

Please review 
F 

3 
SRS/ f 1. 

Attachment 

---- I EDErl  cc: R. Edens 
ALLF' I 
B u t '  >N 
BRA; iN 

. _- 

! 

P E Q U ~  Opparruniry Employer 
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502-569-3600 

(VIA FAX 606/268-6327) 
Mr. Robert A. Edens 
V h  Fresident and General Manager 
Kentucky-American Water Company 
P. 0. Box 7500 
Lexington, KY 40522 

Dear Bob: 

RE: Items for Disciission at our August  24, 1989 Meeting to Discuss  
Contract D m f t  for Bulk Water Sales to KAWC by LWCa. 

Enclosed am: 

- Agenda. 

- Discussion of items covered by the agenda. 

As discussed With you in our recent phone conversation, this appmch might 
serve our purposes better than working with a draft contract. That is, we 
would discuss the major basic items along engineering and management lines 
prior to formulating a contract document, 

Would appreciate yaw comments on these prior to the meeting. 

As mentioned, this is merely  a be,girm.ing point. 
or fill-ins, and yon may have some tboughts. which you and I might explore 
prior to the meeting. 

Our staff m y  have changes . -  

Sincerely, 

’Foster S. Eurba 
President 

FSB : j em 
enclosures 

cc: Mr. Joseph B. Helm, Brown Todd & Heyburn, le@ counsel 
Mr . John L . Huber , Sr . V . I?, -OFemtions, LWCo. 
Mr. W i l l i a m  V. Egsrt ,  V.P., Chief of Plant Operations & System 

Mr, Frank C, Campbell, Sr, V . P . ,  Chief Engineer, LWCo. 
Mr. Elba L. Richey, Sr. V - P . ,  Secretary-Treasurer, LWCo. 

P b n h g ,  LWCo. 

An Equal Opportunity Employer 
P a0593 



I, 

Z I  I ? 

IV. 

V, 

P VII. 
A. 

I X .  

x ,  * 

xx:. 

AUGUST 2,4, 1 9 8 9  

AGENDA 

Concepts: Basis f o r  entering into r e l a t i o n s h i p  

b. Communication of Eukure projections 

00594 



.RUG 9 ' 8 9  9 : O U  FROPI 3 R D  S T R E E T  P R G E  884 
* 

818189 
KENTUCKY-AMERICAN WATER C O M P A N Y - - L O ~ S W  WATER CO?@ANY 

1, 

2, 

3. 

4. 

5 ,  

c- 

BASIC: 

current and anticipated needs within stipulated Wta t ions .  

intent for LWCo. to provide 8 f i rm,  constant supply of wate:er. 

not the intent to serve peaking requirements of KAWC. 

LWCo. to  provide and deliver treated water to KAWC to meet 

It is the 

It is 

POINT OF DELIVERY: At 8 mutually agreed-upon point at the Jefferson 

County line in the vicinity of 1-64. 

Z71TNGTH OF CONTRACT: 

ninety-nine years wi th  provision for extension or mnewd, 

Alternatively, it might be in perpetuity. 

For a specific period such 8s forty, sixty, or 

DATE M)R ZNITLATIQN OF SERVICE: Unknown. Assllmed t o  be within two to 

four yearr)s from date of contract. 
- 

QUA== AND QUANTITY OF WATER TO BE DEU"ERED: 

agree to furnish potable, treated water meeting applicable pn~%ty 

standards of the KDNR&EP. Initially, &e requirementS are I- mgd . 

At point of delivery, 

Ultimate, maximum RquirPrnents are __x_ mgd . 

DEMAE;TT) VARIATION (LOAD PACTOBI: Delivery iS tu be at 8 constant rate-- 

i * e . ,  1wd factor a€ one. 

delivery rate shall not exceed 30% of the avemge daily delivery of 

the prior year without prior written approval of LWCo- 

Begindng in year 2000, instantaneaus 
2 
I 



FiUG 9 ' 8 9  9 : O l  F R O t l  3 R D  S T R E E T  
r 

.,I 
ITEMS FOR CONTFUCT WITH 'iRAWC--Page 2 

I 

PGiGE. OB5 

7, DELWERY presssure at a reasonsbly constant. 

In the event of an extended shortEyfe 

available to  LWCo. iS oi.henuit;e 

diminished over an extended period of time, t he  supply of water to KAWC 

shall be reduced in the sme mtia or proporation as the supply to 

LWCo.'s other customers is reduced. Emergency failures a€ pressure or 

supply due to  main supply line breaks, power faiiUre, flood, f ire and 

the  use of water to fight. fire,  labor unrest, e d q u a k e ,  tornado or 

other extraordinary c i r m t a n c e s  shall exwse LWCa. f r o m  this 

provision for  such reasonable period of time as may be necessary t o  

resolve the situation. 

8 .  RATES: 

which would be applicable to this and sirnilsf purchases of bulk water. 

A s  a matter of present Board policy, rates a m  developed in accordance 

with cost of service study based gen&dy upon t h e  methods  suggested 

in AWVA Manual No. M I ,  Water Rates, and provide fo r  remvery of 

The Company shall develop a separate utility rate structure L- 

34 - 

c 
I 
I 

opemtirig, maintenance and depreciation costs plus retwn on plant 

deemed appropriate by B w d .  (NOTE: By Board policy, return QII 

utility sales shall not exceed the return on retail sales by more than 

2%. 

sales i s  12%). " 

Example: E return on rem sales is lo%, M a x .  return on utility 

The rate wmld consist of a monthly charge consisting of: 

/I 

- Service charge. 

- Demand Charge. s 



c 

w! $7 The 

applicable to  d metered customers. 

would he IJWCO.'~  standard service charge which is 

01' 
r' It is based upon meter size. 

/ 

The D e m d  Char@ would be comprised of depreciatian and return on 

plant. 

per day -(twenty-four hour period) recorded during any fifteen-minute 

period during the monthly billing period; but not less than the maximum 

demand similarly determhed during the preceding eleven-month billing 

period. 

It would be based upon the highest demand in thousand gallons 

The Production Charge would be the applicable O&M charges per thousand 

g&ns of w a t e r  delivered. 3 
9 .  NINfMUhs. CHARGES: The minimum monthly cknrge shall be based upon 

nzaxiroutn of - mgd or  daily avemge of water deliveries in the 

preceding five ~ C X K ~ C W  years, whichever is the greater- 

During the  first five €ull calendar yews of t h e  contract, the minimwe 

charge will be based izpon - rngd.) This rnkimurn monthly payment shall 

consist of LWCa's standard monthly Service Charge and a Demand Cha.rge 

for supply, treatment, pumping, transmission and storage facilities 

(includes elevated service). 

(NOTE: 

10, FTNANCHG OF PTPEUXE FROM ENW;TSK STATION FACILI?TTES TO COUNTY Ul 

LWCo. would advance the cost of, and construct t h e  required pipehe. ) 

and would cost $ (1989 cost), In additian to papent for)J\G5 
( 

I water under 8 and 9 above, KAWC would be subject to payment 

P 



ITEMS FOR CONTRACT WITH KAWC--€bge 4 

L. 

11 .. 

;" 12. 

13. 

of an annual charge in the amount of ' b  of cost of constructing main 

( - % finance and 1% depredation charge). 

rebburse LWCo. for constructing a water m a i n  larger than w d d  be 

required otherwise and earlier than planned to  selrpice this -8. 

annual pipeline Einance cost would be reduced in equal percentage 

increments each year that the a n n d  delivery ta KAFNC exceeded zero 

delivery. 

daily deUvery rate equals __ mgd. 

completion of the pipeline and would be payable on OP befare . 

Such charge would 

This 

Such cost would be eliminated at such time as the  firm 

Annual charge would begin upan 

SEXVICE CdNNECTION AND WmmG COSTS: 

service connection and meter piping facjlities and facilities fur 

RAWC would pay for construct2 

tstemetering and recording of instantaneous flows and volume 

delivered. At its cost, LWCo. would filrnish meter. It would test and 

calibrate meters once every t.welve months--prodsion for adjustment 

either way in event meter is d e t e d e d  to  vary- more than 2% from 100% 

BILLTNG AND PAYMENT: Payable rnonmy __ days from date of billing. 

ANTICIPATKIN OF FIT?IURE REQTJIRWTS: 

anticipate and provide for future delivery requb.%ments each year, KAWC 

shall pmvide projected avemge daily arid h m u m  daily delive- to 

be provided under this contract for the e m h g  five-yea period. Such 

IR order that LWCO- may 

data a m  not t o  be a f i rm commitment but are to be a planning &de for 

LWCo. (date) of the 1 1  year,meceding These data are ~ C J  be provided by 

the five-year period. 
e&*: 

00598 P 
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ITEMS FOR CONTRACT WITE KAWC--Page 5 

i 

c 14, PUBLIC SERVTCE COMMISSION: The FSC would be mquired t o  approve the 

contract. 

be resolved t o  the satisfaction of its Board Q€ Water Works. 

possibility is  for contract to provide f o r  some approp~ate remedy 3, 

as a result of this contract, the PSC exercises jurisdiction over LWCo. 

rates. In such case, KAWC would pay out of its unregulated return (or 

profit) the difference in revenues between that allowed by PSC and that 

determined prqpelr by the Board of Water Works. 

would be for this a p e m e n t  only and would not apply t o  water d e s  to 

others. 

LWCa.'s concern about possible PSC p d a l  jurisdfctian must 

One 

Such reimbursement 

15. O T m :  

above. ( N o t  included, To be provided subsequently. ) 

Pmvjrde illustration of appEcation of paymaits in 8, 9 ,  and 10 

i 

c 
P 



2300 Richmond Road 
Lexingron. Kentucky 40502 
606.269-2386 

I 

MEMORANDUM 

TO : F i l e  

FROM : R. A. Edens 

DATE : J u l y  31, 1989 

At the July Board Meeting, Mark Schubert advised of c e r t a i n  
investigative work t h a t  he had performed r e g a r d i n g  f l o w s  i n  the 
O h i o  River. Following is the result o f  t h i s  i n v e s t i g a t i o n :  

Ohio River  at L o u i s v i l l e  Below Louisville Intake: r 
I 

Average Daily Flow 
Maximum D a y  Flow 
Minimum Day Flow 

74.0 B.G.D.  
717.0 B . G . D .  
1.4 B.G.D.  

1987 - 1988 (10/1 - 9/30]: 
Minimum Daily Flow 4.7 B.G.D. 

! 

Equal Opporlpniry Employer 00600 
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JUL 25 '89 14:24 RI'1ERICFIN I4RTER SVS CHQS 
SENT BY:AMERiCAR W T E K  SYSTEfr! : 7-25-99 : 9 : 1 2 C Y  : 66 9 346 63 60- 

RCV 0Y:AMERICAN WATER SYSTEM 1-24-8s I 4:Z'IPM 203 661 80SP 

i "m 
C9H WAFPER D 

Year 

i 

3.037 0 e 004 
0.349 0 b ado 

3980 63 " 9  
1989 62tl 
19PO 61s6 0.433 O * W b  
as91 61s9 - 0.494 0 .  Ob0 

0.66f ------- 43.3 - 4 MR4Q 
1943 
t994 
i 9 $ 5  
1908 
U s + S  
3.998 
1999 
7600  
300% 
2002 
PO03 
20Q4 
200s 
2006 
2007 
2008 
P O O P  
3010 
2011 
00l2 

2014 
2015 
2016 
2017 

3020 
2621 
2022  
2023 
2024 
20215 
2026 

2020 
1030 
2031 

a013 

ooa8 
a o t P  

m a 7  a m  

00607 
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304 360 075'1:# 5 
8083383883 ;# 5 

F 

,) 
I_".- 

YaCW 

2Q32 
2033 
a034 
a033 
2038 
a037 
2038 
7039 
2040 
3043 
2042 
2043 
2944 
2048 
2046 

2648 
2049 
2050 
2065 
2Ob3 
7033 
w e 4  
2085 
2036 
2037 

8059 
2060 
2061 
3 062 

9064 
iUb5 
PO68 
2067 
2068 
PO69 
3070 
207% 
tu72 

30?4 
2076 
2036 
3 077 

. 2078 
2079 

a047 

2oaa 

1063 

a m  

(2) 
95% P0ak 

@$d) I 

'It + 4  
71rd 
74.8 
71.9 
'11.1 

. 4 2 * 2  
72.4 
7 2 - S  
72.7 
72 e9 
73,o 
7 3 , a  
73.4 
73 .5  
33 .? 
7318 
74 .0  
7 4 . 2  
74.3 
7 4 * 5  
74 .7  
74.8 
3 5 . 0  
'76.2 
7 B b 3  
3 5 , s  
75.7 
73.8 
76.0 
76.2 
76.3 
76,5 
76 ,? 
76.8 
77.0 
77.3 
77.3 
73.5 
37.7 
77.9 
78.0 

78.4 
74 .6  
7 8 , 7  
7 8 * 4  
79.1 
79.3 

79.a 

2 Ob4 
2 .. 110 
a.  a67 
2.224 
2 . 282 
2.340 
3.398 
2 457 
a b  557 
2,576 
3.436 
2 697 
2 . IS3  

2*881  
a a 9 4 b  
3,009 
3.073 

a . w  

3: 337 
3.302 
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Y *ILr 

1992 
3P93 
lS94 

1996 
2993 
1998 
1999 
2 0 0 0  
2001 

2003 
2004 
2005 
200s 
2 0 0 7  
2008 

LIIC 

a w  ~l 

a m i  

1; 602 
1,517 
2,477 
1,422 
3,3ae 
1,330 
3,374 
3 r 2 3 2  
3,393 
1,187 
I, 106 
3,079 

S;a$4 
55,960 
41399 
8 , w i  
5,564 
1,931 
4,712 
4 , 5 0 8  
4;311 
4,137 
3 $52 
3,789 
4,358 
5,493 
3; 360 

3 t 110 
2 * 997 
2,891 
3,793 
2,701 
3,516 
34258 
a 1462 
21386 
2 324 
21266 
2,313 
3,164 
a f i i 7  
a ,  076 

(211773) 

3 f 2 3 6  

i 
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8 /1989  

KENTUCKY -AMERICAN DEMAND FORECAST 

REQ’D ABQVE 
95  % PEAK EXSTNG(58.5) 

YEAR ( MGD 1 ( MGD ) 
--------------------LII__L_________ 

3.992 62.5 4 
1993 6 3  4 .5  
1994 6 3 . 3  4 .8  
1995 6 3 . 6  5 . 1  
1996 63.8 5.3 
1 9 9 7  6 4  5.5 
1 9 9 8  64.2 5.7 
1 9 9 9  6 4 . 4  5 .9  
2000 64.7 6 .2  
2001 65 6.5 
2002 65.3 6 . 8  
2003 6 5 . 7  7 .2  
2004 66 7 . 5  
2005 66 I 3 7 . 8  
2006 66 - 6  8 . 1  
2007 66.8 8.3 
2008  6 7 . 1  8 . 6  
2009 67.4 8 .9  
2010 67.7 9 . 2  
201.1 67 .9  9 . 4  
2012 6 8 . 1  9.6 
2013 6 8 . 3  9 .8  
2014 6 8 . 6  10.1 
2015 6 8 . 8  10.3 
2016 69 1.0.5 
2017 6 9 . 1  1 0 . 6  
2018 69.3 1.0.8 
2019 69.4 10.9 
2020 69 - 6  11.1 

2025 70 .3  1 1 . 8  

2030 7 1 . 1  1 2 . 6  

204 0 7 2 . 7  14 .2  

2050 74.3 15.8 

2060 7 6  1 7 . 5  

207 0 77.7 19.2 

P 0061 1 



i 

KENTUCKY-RMERICAN DEMAND FORECAST 

REQ’D ABOVE 
9 5  % PEAK EXSTNG(58.5) 

YEAR ( MGD 1 ( MGD 1 

1992  
1993  
1994 
1995  
1996  
1997 
1998  
1999 
2000 
2001  
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2 0 1  1 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 

2025 

2030 

2040 

2050 

2060 

2070 

62.5 
63 

63.3 
63 .6  
63.8 

64 
64 .2  
64.4 
64.7 

65  
65.3 
65 .7  

66 
6 6 . 3  
6 6 - 6  
66 .8  
63 .1  
6 7 . 4  
67.7 
6 7 . 9  
6 8 . 1  
6 8 . 3  
68.6 
68 .8  

69 
6 9 . 1  
69.3 
6 9 . 4  
69.6 

70 .3  

7 1 . 1  

7 2 . 7  

74.3 

7 6  

77.7 

4 
4 .5  
4 . 8  
5 . 1  
5 . 3  
5 .5  
5 .7  
5 . 9  
6 .2  
6 . 5  
6 .8 
7 . 2  
7 . 5  
7 . 8  
8 . 1  
8 . 3  
8 .6  

9 .2 
9.4 
9 . 6  
9.8 

1 0 . 1  
10.3 
1 0 . 5  
10.6 
10 .8  
10 .9  
11,1. 

11.8 

1 2 . 6  

1 4 . 2  

8 . 9  

1.5. a 
17.5 

19.2 

P 0061 2 
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KENTUCKY-AMERICAN DEMAND FORECAST 

REQ'D ABOVE 
95 % PEAK EXSTNG(58.5) 

YEAR MGD 1 MGD 1 

1992 6 2 . 5  4 
1993 6 3  4.5 
1 9 9 4  63.3 4 .8  
1995 63.6 5 . 1  
1996 63.8 5.3 
1 9 9 7  6 4  5 . 5  
1998 6 4 . 2  5.7 
1 9 9 9  6 4 . 4  5.9 
2000 6 4 . 7  6 . 2  
2001 65 6 . 5  
2002 65.3 6 . 8  
2003 65.7 7.2 
2004 66 7.5 
2005 66 .3  7 . 8  
2006 66.6 8 . 1  
2007 66.8 8.3  
2008 67.1 8.6 
2009 67.4 8.9 
2010 67.7 9 . 2  
2011 67.9 9.4 
2012 68.1 9.6 
2013 68.3 9.8 
2014 68.6 10.1 
2015 68.8 10.3 
2016 69 10.5 
2017 69.1 10.6 
2018 69.3 10.8 
2019 69 .4  10.9 
2020 69.6 11.. 1 

2 0 2 5  70-3 11.8 

2030 71.1 12.6 

2040 72 .7  1 4 . 2  

2050 74.3 15.8 

2060 76 17.5 

2070 77.7 1 9 . 2  

P 0061 3 
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730 Schenkel  Lane 
P .  0, Box 615 
Frankfo r t ,  Kentucky 4 0 6 0 2  llz 
Dear Susan: 

Kentucky-American Water Company and Louisv i l le  Water Company 
have entered i n t o  discussions about t h e  purchaee and Bale of 
potable water. Louisville Water Company would sell p o t a b l e  water  
t o  Kentucky-American Water Company under B very long-term 
contract. The transportation f a c i l i t i e s  for the water would 
be constructed from treatment and/or storage -facilities owned 

- b y  Louisville Water Company to the Kentucky-American system in 
Fayette County, Kentucky. That par t ion  of t h e  p ipe l ine  to be 
constructed i n  Jefferson County, Kentucky, wau.ld be owned, 
finanoed and maintained by Louisville Water Company. The point 
of purchase and sale of t h e  water would be at. the Jefferson-Shelby 
County l i n e .  From t h a t  p o i n t  on eas t  the facilities would be 
constructed, f inanced and owned by Kentucky-American Water 
Company, 

>- 

- I  

As you are aware K R S  273.200 is as fallows: 

"278.200. Power To Regulate Rates and  Serv ice  
Btandards Fixed by Agreement w i t h  City - The 
commission mayf under the provisions of this 
chapter, o r i g i n a t e ,  establish, change, promul- 
gate and enforce any rate or service standard 
of any utility t h a t  has been or may be f ixed  
by contract, franchise or agreement between 
the utility and any c i t y ,  and a l l  rights, 



i 

I 

privileges and o b l i g a t i o n s  arising ou t  of 
any such contract ,  franchise or agreement, 
regulating any such r a t e  or service standard, 
sha l l  be subject to t h e  jurisdiction and 
supervision of the commission, but no suoh 
rate or service standard shall .  be changed, 
nor any contract, franchise or agreement 
affeGting it abrogated or changed, u n t i l  
a hearing has been had before the commission 
in the manner prescribed by t h i s  c h a p t e r . "  

Louisville Water Company has expressed concern about: the 
p~tential, under t h e  above statute, for the Public Service 
Commission of t h e  Commonwealth of Kentucky to regulate it 
(Louisville Water Company) with respect to the rakes involved 
in t h e  contemplated contract, service rendered by i k  pursuant 
to t h e  contemplated contract, or i t s  rates and/or services 
generally. 

We have expressed the opinion to Kentucky-American Water 
Company that Since Kentucky-American Water Company is a " u t j l l i t y "  
BE defined in XRS 278.010(3) and regulated w i t h  respect to i t s  
ra tea  and ~iervices, and since Louisville Water Company would 
not: be 8 "utiLity" because of its ownership, t h e  P u b l i c  Service 
Commission would not have the s t a t u t o r y  authority to regulate 
t h e  price Louisville Water Company would charge Kentucky-American 
Water Company under the contemplated contract. 

Our opinion was haSed upon our analysis of the statute, 
that there is no ca8e l a w  to support the concept t h a t  Louisville 
Water Company could be r egu la t ed  under the conternplated contractt 
and t h a t  such r e g u l a t i o n  wquld seem t u  contravene RRS 2 7 8 . 0 4 0 ( 2 )  
which states:  

L 

#'The jurisdiction of the commission s h a l l  
extend to al.3. utilities in this state, %he 
commission shall have  exclusive jurisdiction 
over t h e  regulation of rates and serviae 
of utilities, but with that: except ion nothing 
i.n t h i s  chapter is intended to l i m i t  03: 
restrict- the police jurisdiction, c o n t r a c t  
rights or powers o f  cities or p o l i t i c a l  
subdivisions. I' 

- -  

We are of t h e  opieidn that the qualifying phrase in t h e  
second sentence I.n this statute has an error in it and it should  
read - "but w i t h  the exception t h a t  nothing in this chapter is 
intended to l i m i t  or restrict  the police jurisdiction, c~nt:ract= 
rights or powers of cities or political subdivisions,11 

I 

P 

, 
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Bon. Susan Mastin 

Page Three 
J u l y  31, 1989 

We have expressed t h e  opinion that this skatute wafi 
specifically designed to express the intention of khe Commonwealth 
to retain f o r  itself, and direct t h e  P u b l i c  Service Commission 
to exercise, i t s  innate police  power to cop t ro l  the rates and 
services of public utilities who may contract with cities for 
t h e  furnishing of services .  Our opinion is based upon such 
examples 8 8  exltst in Pepples Gas Compnny oE b n t u c k y  v. C i t y  
of Barbourvi l le ,  165 S.W.2d 5 6 7  (1942):. The  conclusion of this 
case seems to be t h a t  a munic ipa l i ty  ha8 t h e  right: t o  set the  
i n i t i a l  rates for t h e  furnishing of service to its inhabitants 
by any U t i l i t y  in i t s  franchises o r  by separate c o n t r a c t ,  but; 
the P u b l i c  Service Commission has t h e  right to thereafter adjust 
those rates as may be charged by the utility. OAG 81-44 B e e m s  
to confirm aur opin ion  with respect to the interpretation of 
t h e  statute. 

We have also expressed the opin ion  that the Publ ic  Service 
Commission has the  r i g h t  to decide whether or not: t h e  price to 
be paid  by Rentucky-American Water Company f o r  t h e  purchase of 
potable water is f a i r  and reasonable to t h e  e x t e n t  t h a t  it will 
be passed a long  entirety as a cost of operation by Xentucky- 
American Water Company in t h e  development of its rates. The 
situation i s  no different f a r  Kentucky-American Water Company 
t han  e x i s t s  f o r  the purchase of any other  service or product 
by it at t h e  present time. 

Obviou&ly Kentucky-American Water Company w i l l  keep t h e  
Commission and i t s  s ta f f  advised as these negotiations proceed. 
To that extent w e  are conf iden t  t h a t  any price that may be 
negot ia ted wiil meet t h e  approval o f  the Commission. Kentucky- 

~Arnerican Water Company w i l l  not e n t e r  i n t o  a contract: with 
Louisville Water Company unless it contains an express provision 
Chat the c o n t r a c t  is s u b j e c t  to t h e  approval of the P u b l i c  Serv ice  
Commission of the Commonwealth of Kentucky in i t s  entirety. 

Based upon t h e  fo rego ing  would you please render an opinion 
as kta whether or not the Public  Gervice Cornmi~?s ion  of the 
Commonwealth of  Kentucky would have any $ m i 8 d i c t i O n  over the  
rates and/or services of L o u i s v i l l e  Water Company under e x i s t i n g  
law in t h e  proposed contract? 

Thanking you in advance for your a t t e n t i o n  to this matter 
@nd cooperation, 1 am 

r 

- 

P 

Very ksuly yours, 

STOLL, REENON & PARK 

, I  

, .  Lindsey Ingram > .- 

 BY.^ 



2300 Richmond Road 
Lexington. Kentucky 40502 
HJ6.2692386 i- 

MEMORANDUM 

TO : C .  E. J a r r e t t  

FROM : R. A. Edens 

DATE: July 21, 1989 

SUBJECT: Louisville Water Company Pipeline 

C h r i s ,  I a m  a t t a c h i n g  a memo addressed t o  m e  from Coleman Bush. 
T h i s  letter resulted from a discussion I had w i t h  a s e n i o r  account  
e x e c u t i v e  a t  H i l l i a r d  Lyons i n  L o u i s v i l l e  r ega rd ing  a p o s s i b l e  
connec t ion  f o r  t h e  City of Georgetown to our e x i s t i n g  d i s t r i b u t i o n  
system. He has done work fo r  t h e  Louisvi1,le Water Company and was 
f a m i l i a r  wit.h t h e  proposed pipel l ine concept.  
c o n f i d e n t  t h a t  Kentucky-American could obt.ain t a x  exempt bonds for 
such  a p r o j e c t .  I thanked h i m  f o r  the adv ice  and asked Coleman t o  
contact Gary S tage ,  who is one of t h e  t a x  folks a t  Stoll, Keenon arid 
Park.  

) 
H e  remarked t h a t  he w a s  

I submit t h i s  t o  you a t  this t i m e  f o r  i n fo rma t iona l  purposes  only,  
however, it may w e l l  be worth pursu ing  i f  w e  are able t o  successfully 
n e g a t i a t e  a dea l  w i t h  t h e  C i t y  of L o u i s v i l l e .  N o  response  is 
required a t  t h i s  t i m e ,  b u t  I though t  it t o  your 
a t t e n t i o n .  

RAE/ 11 

Attachment 

cc: Susan Slade  

Equal Opporrpniry Empioyer 006 I 7  



Kentucky - A m e r i can 
Water Company 

A 0  AM- Walsr Works Syslwn Crwnpany 

MEMORANDUM 

TO : R .  A.  Edens 

FROM : D. Bush 

DATE : J u l y  1 9 ,  1989 

SUELJECT: T a x  Exempt: Bonds f o r . t h e  Line to Louisville 

Gary S t a g e  cal led on Wednesday, J u l y  1 9 t h .  H e  d id  s a y  t h a t  t h e  t a x  
exempt bonds seem t o  be a v i a b l e  a l t e r n a t i v e  for f i n a n c i n g  t h e  l i n e  
t o  L o u i s v i l l e .  He said tha t .  the Kentucky Development Finance 
Au thor i ty  would i s s u e  bonds on behal f  of Kentucky-American. 
t h a t  you cou ld  probably get a twenty y e a r  fixed rate a t  between 7 and 
7-114 p e r c e n t  w i t h  c a l l  p r o t e c t i o n  for a t  l e a s t  t e n  y e a r s .  H e  fe l t  
t h a t  t h e  f u l l  amount could be  fimanced. 

He said t h a t  i n  o rde r  t o  s t a r t  t h e  p rocess ,  w e  would need t o  dec ide  
on an  u n d e r w r i t e r  and involve  the people  t h a t  w e  p robably  normally 
i n v o l v e  in f inanc ings .  H e  s a i d  it would probably  be a good idea t o  
have a f o c a l  f i r m  involved l i k e  Rilliard Lyons t o  make t h e  i s s u e  a 
l i t t l e  more a t t r a c t i v e .  H e  f e l t  a l s o  t h a t  there wauld be some 
political aspects t o  t h i s  due to t h e  location of t h e  l i n e  i n  s e v e r a l  
c o u n t i e s .  

f t  does  appear  t h a t  there  a r e  s u b s t a n t i a l  s a v i n g s  h e r e  and  t h a t  it is 
something t h a t ,  a f t e r  you and I review, could be t u r n e d  over  t o  Tim 
Snyder f o r  f u r t h e r  review. 

H e  sa5.d 

) 

Equal UppoAunity Employer 0061 8 
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435 S O U T H  T H I R D  S T R E E T  . L O l J I S V l t . L E ,  K E N T U C K Y  4 0 2 0 2  

502-569-3600 
FOSTER S. EillRBri 

PRESIDLNT 

i 

July 14, 1989 

Mr. Robert A.  Edens 
Vice President and Geri 1-a1 Ma ager 
Kentucky-American Water Company 
Box 7500 
Lexington, KY 40502 

Dear Bob: 

This will confirm a meeting scheduled for  August 24, 1989, at 9:30 A.M. at 
the Louisville Water Company office, 435 South Third Street, Louisville, 
KY. 
service to  Lexington and environs. 

Purpose of the meeting is to  discuss possible extension of water 

Sincerely, 

Foster S .  Burba 
President 

FSR : jcrn 

cc: Mr. Joseph B.  Helm, BT8iH 
M r .  John L. Huber, LWCo. 
Rlr. WilEam V. Egart, LWCo. 

I 

An Equal Opportunity Employer 
P 0061 9 
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ALVORD, BURIDICK & HOWSON 
ENGINEZRS 

1 -  

2 0  N O R T H  WACKER DRIVE * SUITE 14QL 
M E M B E R S  S E R V I C E S  \ 

CHICAGO, IL  60606 AMERICAN SO WATCR WORKS,WAffR PURIFICATION 
WASTE WATER COLLECTION 

WATER POLLUTION CONTROL 
FLOOD RELIEF 

POWER GENERATION JOHN W ALVORO CHARLES 9 9 U R O I C f i  LOUIS R HOWSON 
IHVESTIGATIONS REPORTS AN0 P U N S  last 1843 1814-1955 1BB7 1085 

CONSTRUCTION A N D  OPERATION SERVICES 

APPRAISALS AN0 RATE. REPORTS OONACO E ECKMANN GEORGE E NLfNER 

TEC 15121 236-0147 TELEX: 838010 A O H  CNGRS WE5TERN SO 
FAX: 312 238-0692 AMERICAN WA 

0 THOMAS LUNOY WM H RICHARDSON 

TAI LIN ROY .J PALFTA ROEIERT f ROBERTSON 

J u l y  7 ,  1989 

Ms. S u s a n  R, S l a d e  
Kentucky-American Water Company 
2300 Richmond Road 
L e x i n g t o n ,  Kentucky 40502 

, .  

c 

, k r  

. -  

I .  

R e :  Cost E s t i m a t e s  

~ I : 

:,: Dear.'Ms. S l a d e :  
L , "  

' A t  your r e q u e s t ,  w e  have  comple ted  cost e 
f a c i l i t i e s  t o  b e  l o c a t e d  i n  J e f f e r s o n  County for  Cases PIV-30, PIV- 
36, PIV-42, EIV-30, EIV-36, and EIV-42. The x e s u l t s  of t h e s e  
e s t i m a t e s  a r e  shown i n  t h e  a t t a c h e d  t a b l e s .  T a b l e  24 shows the 

. c o n s e r v a t i v e  cost  estimates fo r  facilities t o  be s i t u a t e d  within 
J e f f e r s o n  County,  i n c l u d i n g  p i p e l i n e  i n s t a l l a t i o n  , r e s e r v o i r  and 

' '  pumping s t a t i o n  ( i f  a n y ) ,  s t a n d p i p e s  and  pumping s t a t i o n s  ( i f  a n y )  
' . f o r  t h e  s e l e c t e d  R o u t e  IV w i t h  2 c o n n e c t i o n s  and  3 

results are compared w i t h  t h e  t o t a l  project cost. 
. .  

. .  , -  

"- COST W I T H I N  
. . c- CASE JEFFERSON COUNTY PROJECT COST 

, .  . .  

~ r v - 3 0  
. PXV-36 
PIV--4 2 
EIV-30 
EIV-36 
EIV-4 2 

The s e n s i t i v i t y  a n a l y s i s  of t h e  p r o j e c t  c o s t s  w i t h i n  Jefferson 
County fox t h e  s i x  c a s e s  c o n s i d e r e d  has also been made and the 
results are  summarized as follows: 

I 

f 

- 
I 

t 



,r 

. .  

. _  
" ,  

M s .  S u s a n  R .  Slade 2 .  J u l y  7 ,  1989 

SUMMARY OF SENSITIVITY ANALYSIS 
FOR 

FACILITIES LOCATEDXN JEFFERSON COUNTY . . . .  
" " ,... . ,  . .  

, ".._. 

REDUCED COST .- 
CONSERVATIVE ROCK 

CASE COST PIPE COST EXCAVATION U N I T  COSTS 

PIV-30 $ 1 6 , 8 4 1  $16,318 $16 , 219 $15,756 
PIV-36 $17,040 $16,359 $ 1 6 , 4 2 3  $16,029 

. PIV-42  $19,757.  $18,954 $ 1 9 , 0 8 8  $18,141 
EIV-30 $6 ,559  $6,370 $ 6 , 3 6 1  $ 6 , 1 6 1  

I EIV-36 $ 7 , 3 9 8  $7 ,156  $7  , 3-75 $ 7 , 0 2 7  ' $6,628 
.' EIV-42 $ 6 , 3 2 7  $ 6 , 0 4 0  $ 6 , 0 8 6  $ 5 , 6 9 5  

--- 3___ 

It is n o t e d  t h a t  a l l  costs shown above a r e  i n  t h o u s a n d s  of d o l l a r s .  ' .  

I f  you h a v e  any qiiestions c o n c e r n i n g  t h e s e  t a b l e s ,  p lease €eel 
free to call us. 

Yours very  t r u l y ,  

ALVORD, BURDICK & HOWSON 

," ' 
' : ;  

. . I  

, .  . . .  . . _ .  
" .," . . , 

7 " P  . ,  . . . . 'i\ . . . --:. 
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'Hoosier ut i l i t ies may tap into Louisville Water Co. 

. :a: 

-,: ... 
" 2 :  

By RON C001'EH 
j n d  ERIC DENhlOllR 
t Wkliin thc  ncxt Icw ycarr. Southern 
' 3 3 n a  busincsscs may turn on the iap 

i gCt water from Louisville. 
iwo Hoosicr utilities arc considrring 

the possibilily of connecting into IIic 
Louisvilk Water Co. via n pipe or  pipcs 
constructcd across thc Ohio Rivcr. 

"hat proposal i s  among othcrs undcr 
rcview by Clark County REhtC and Indi. 
ana C i l i u  Warcr Corp. I t ' s  a siniplc mnt- 
ICI of supply and demand. Soutlicrn Indi- 
an?, has a prowine dcmand it cannot 
mcct; Louisvillc h a  n plcntiful supply it 

"We're evaluatiag our f u w c  rice+ lor 
watcr senkc in Jcflcrsonvillc. Nc AI 
bany and  Clarksvillc," said Larry&cn: 

?nts to sell. I 

. 

sicy, chiel opcraiins officcr for Indiana 
Cities \\'atcr. the inrcrtor-ot\ncd utility 
th2t scrbcs 28.ooO customcrs in thc thrcc 
citics 
" W c  could huy water from Loeis\*illc, 

cspand our wclls or makc iniprorcincnts 
to our wztcr-trwtnicnt plast." 

M'aync Johnson. tlic REhIC's cmculivc 
vicc presidmt. said his elcctric nicniber- 
ship coopcradvc in H;liiiburg Iaunchcd 
subsidiary North Clark \Vntcr Carp to 
hclp cxpnnd water servicc i t i  rural parts 
of Clark and four ncarby counties. The 
fiw counties cncotnpass about 20 wztcr 
conipanies. 

"To makc it  economically rcasiblc to 
dcal with Louisvillt, wc'd have I O  nwvc 
scvcral inillions of gallons a day across 
thc rivcr, and wc don't h a w  iliat nccd 

Tficy also said tlic tiinttablc for such 
construction, if i t  cvcr occur>, could bc 
ycnis away 

But both mcn citcd a nrcd lor addition- 
nl watcr rupplics A s  111c Southcrn Indi- 
alia population g r o w  and niorc indus- 
tries mow in. thosc nccdr 11iuSl be ad- 
drcascd. tllcy said. 

in short. Southcm lndiaiia wells ncar 
tlic Ohio Rivcr-a primary sourcc for w3- 
tcr in boili ciiics and countrysidc-arc 
going dry. And it  may lie clicapcr IO im- 
port H'aicr (rom Louisvillc, as opposcd IO 
clcating out those wclls or digging i i n v  
oitcs; or  building new or improving exist. 
itig waicr-treatment planls on tlic north 
sidc of thc Ohio Riucr. 

Jollrison and Hciislcy said that in tlrcir 
scparatcly hcld discussions witli 1.ouisvillc 

yct." hc said. 
Other options opcn IO Clark CoulitY 

REhlC. (IC said. arc rapping into WCIIS on 
tlic property of ilic now-closcd hlarblc 

Waicr, they a t e  gctting positive fccdbach 
front lltcir northern nciglibors 

"Louisville Waicr niakcs no sccrct of  
tlic fact lhcv hsvc 3 substantial CICSS cn- 

YOU BUY If! 1 Hill nuclcsr gCiiCl3ti~g plant at hhdiaori 
or  [tic wells on ihc siic of , i l ic  Indiana 
Army Ainmuniiion Plant ncar Cliartcs- 
town. 

"Rural 'ivatcr corporations in our a r u  
wcrc built for rc5idcntial ciistomcrs and 
can't handlc largc industrial or  commcr- 
cia\ uscs," he said. "Wc'vc lost bra- 

pacits and ate looking around lor any 
possiblc wliolcsalc customers." Johnson 
said. 

k r r y  Ford. Louisviltc Watcr's manager 
or ndministrativc scrviccs. sccondcd ti lai 
noiioii. 

" I t  is probably doable." Ford said. 
"\Vc'vc xot cxtm watcr to scrvc Iscw NS- 

ovB ever spcctivc .industries) bccausc of ilic una- tomcrs)." During h'ovcmbcr. iouisvillc 
vailabilily or waicr. We nred a rcgional- utility piimpcd an avcrnge of 103 million 

(0 providing w t c r  scr- gallons of waicr daily. Thc cap3citg i s  270 lor months fi  
milliotr nallons a div.. ut il it  suits your spocific 

I .. - nu wonts* Loll loyoto lndiana Citics and Clark County Because of cxccss capncit). Louisville 
J U i d f a  todV a n d  a r k  for d l -  REhlC arc conducting ivhnt officials dc. Waicr 1:s becn rapidly cxpandiitg its lcr- 
iifr oboui our V.1.f'. Evaluol- scribed as prcliminiry discussions with riiory ouuidc tlic city in rcccni ycarr 
Dn Drivo Pfon. I i Lodsvillc Water Co. Ncitlicr Johnson This ymr. thc uiilits bcnan scrvicc to t h e  

nor Hcnslcy could cstimatc how much ii \Vest- Shclbg \Val& District in Sliclbg 
would cost to  construct a w l c r  linc County and is working on plans io pro. 
ncroSS thc rivcr. o r  whzt r a t a  ilicy would vidc w r c r  io Slicplicrdsvillc via thc Kcn-  

--...-"I hivc to pay. 

tb Suit 
Your Cmbpany's Needs , 

I 

tiicky Turnpikc Warcr District. Ford 
said. 

"\\'c'rc a k 3 y s  \villin&! to talk IO any- 
one tvilliio a rcasonablc disinnuc from us 
about thc possibility or scrving thein wiih 
watcr." hc said. Ford said at 3 ccr~ain 
distancc. i t s  cquiptiicnl would not bc 
powcrlul cnough IO dclivcr watcr. 

"C)ilr only conccrn is wc don't get ovcr 
our  I w d ,  that wc don't makc commit- 
mcnts so that in ZOZ0 cvcrybody's going 
10 use mort  than wliai wc Can producc." 

Ford said it is too carly to dctcrminc 
wliac r a t a  it  might clinrgc to scnd water 
across thc river. Xia t  aould dcpcnd oii 
how much llic customcrs would usc and 
what cquipmcnr would Dc neccssanj io 
dclivcr it. 

To datc, fhc discussions bctwccn the 
utilities in Southern Indiana and Louis- 
villc h3vt ccnicrcd on tlic ctiginecring fca. 
sibilitg of laying a linc on thc floor or thc 
rivcr All bclicvc i t  can bc done. but not 
*%Itout first gciting a parnit fcom itie 
U.S. Army Corps of Enginccrr. 

Frarik Dcgoti. a Corps projccl manag. 
cr. said the pcrtiiit apylim~ion would To. 
C U T  on thc potciitial inipsct ora  rivcr pipe 
on wntcr quality. fir11 and arcIiacological 
siics. 

he mid "We'd have lo sir down with 
Iliciii and scc what Ihry want IO do." 
Johnson said scrious ncgotiaiionr with 

Louisville Watcr about an  Ohio Rivcr 
line may bc ycars o f f  or "could stad to- 
morrow " ll  all dcpcnds. IIC said, on thc 
Icvcl of inrcrcsi shown in Soutlrerii iiidi- 
ana by industrial prospcns. 

Some prospccts arc currently looking at 

"1-hCy'Ce gOilIp, 10 h a w  IO  Contact US," 

* 
sitcs in arcas ti131 have 3 minimal amount 
of w l e r .  I f  it came IO aitracting tlicin IO 
1he arc3 o r  turning rhcm away duc to in. 
adcqualc water supplics. thc talks with 
Louisvillc Watcr would take on jomc ur- 
gcncy. 

Hc said most prime industrial siia in 
Clnrk Counly arc in Ihc arc3 of thc ncw 
loop of Intcrslatc 265 that will conncn 
Interslaic 65 north of Jcffcrsonwllc lo 
Indiana 62 cast of that city. Thc loop %*ill 
bc Iinishcd in 1992. 

His challcugc i s  lo pcrsuadc rural ualcr  
corporations of thc nccd to expand sup- 
plies lor tlic up-and.coming industrics 
tycinr. thc arca.. Thosc walcr corporations 
not only havc liniitcd supplics. hc said, 
but also of tm cannot afford thc cxpcnsc 
of cxtcnding lirics to new cusiome:s. 

"hinny rural natcr  corpor~rions wcrc 
built to handlc 3 capaciiy of only 3oO.ooO 
to 700,000 gallons ol w t c r  a day," Jolin- 
son said. "fliai'a not cnough, when to bc 
conipclitivc. you nccd to Iiabc arailablc 
slfvcral millions of gallons a day " 

Robcrr Stoncr. nioriagcr of thc Watson 
Rural Watcr Co. lnc , acknowlcdgcd the 
!iced for oddiiional cap?.dty. Ais rcrviu 
arm bciwccn Jcrfcrsoncillc and Clwrlcs- 
t o w  ncar thc Clnrk hiariiimc Cmtcr i s  
ripc for busiiicss dcvclopmcni. trc said, 
but \Vatson Rural \Vatcr may bc hard 
prcsrcd io connect a11 ncwcuatomcrr 

"Our system was primaiily biiilr For 
dorncstic (rcsidcntinl) usc," he wid. "Wc 
havc 1.990 rcsidcnlial customcrs and 
about cigllt to 10 commcrcial USCIS." 

Stoncr said his systciii pumps 750,WO 
to 800,000 gallons a day and h a  rtoragc 
lor an additiorial Goo.ooO gallons. To 
boost capacity, hc said, i h c  mmpany 
would nccd to incrusc tlic six of its lincs 
and develop inore wcll sit- off Utica 
Pikc in Jcll~rrsonvillc-ia watcr saurcc 
ncar thc Ohio. 

Robcrt Bcllcs, gcncrnl rnanagcr of Sil- 
w t r  G c c k  Rural Wntcr Corp.. wid his 
compatiy pumps 500.000 m311ons of wata  
a day to a largclg zc~idcntial-customn 
basc in Clark and Floyd muntics. 'Thcrc 
is capacity to storc a n  additional 600,WO 

P r = ~ c ~ ~  nrrc p a p  . 

rTE New Kid On The Block 1 
Low Temperature Warehouse Space -15 

6,000 Sq. Feet Available -15' 
* Lowest Price 

Eilicient Service 
No Wailing For inbound or Outbounds 

* Can Pick Up and Deliver 

Call For Rates 
589-0378 or 589-6035 

Hours 7:OO a.m.-5:00 p.m. 

1 
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angc. Ciawford and Harrison countics 
Carl Malysz, dircctor of thc Ncw AI- 

bany City Plaii Commission. said thc 
SBA rcquircs a Ccrtificd Devclopnlctit 
Co. to scrvc a multi-county district. -- 
Water . . . 

Cenllasrd lrom prrwdlng prge 
gallons. hc said. but that wouldn't bc 
enough io lianlllc a big onrtnught of busi- 
ness dtvclopnlrllt. 

"\Vc would nccd i o  upgradc our sys. 
Icm with largcr iincs Io gct iiiorc flow and 
more capacity." tic said. 

Johnson said IWO factors could soon 
lorcc rural waicr companies to  makc 
sonic tougli dccisions, hc said. 

Onc is tlic possibility of rnorc siringcnt 
cnvironnicnlal rcgulniions th3t would rc- 
qnirc rvcll waicr 10 bc morc cxtcniivcly 
lrcaicd-much thc s3mc 3 6  [he stricl gov- . crnnrent slorrdards that apply to surlacc 
watcr. 'That would rcquirc thc construc- 
lion o f  ncv: or cxpansion o l  cxisting 
trcatmenr facilitia. 

T h c  sccond lactor, Johnson said, is 
that many rum\ w a w  corporations arc 
paying off their 1J.S. Farmcrs Home 
AdminisIration loans. forcing tticm IO rc- 
finance ihcir operations at a highcr intcr- 
a t  laic through convenrional Icnders. 

But I)rllcs said Silvcr Creek's refinanc- 
ing last ycar was 3 wash. Vie Farmcrs 
Home AdminisIration pcrniitlcd tlic ~vil.. 

tcr company IO "buy out" of i i i  S-per. 
ccnt 5800.000 govcrnmcnt loan for 
$538,000 to hclp pay off tlic fcdcral 
budgct dclicil. 

Silvcr Crcck refinanced at a IO-pcrccnt 
bank loan. but thc swings tlrrotigh Ihe 
buyout k p t  thc w t c r  company lrom go. 
ing further in debt. he riid 

A longrangc mnstcr plln lor adeqiiatc 
watcr scrvicc is csscntid to awacc indus- 
t r i a  to the area, said Brian d c  St. Croix, 
cxccutivc director of tlic Southcrn lndi- 

* W a t e r  and scwcr rcnsicc arc basic rc.. 
quircmcnts for successful industrial IOW- 
rions," hc =id- "Having a localion with- 
out that kind of infrastruaurc is like hav- 
ing no road built lo an industrial sire." 

The Clark Counly REMC is also trying 
lo  rcgionalizc scwcr scrvicc in Southcrn 
Indiana. ti scrvcs morc than 10,ooO clcc- 
fric customcrs in not only Clark. but also 
Floyd. Jcfkrson,  Scott and Washington 
countics. 

Silvcr Crcck's Bcllcs said hcip,Iilcncd 
watcr scmice %*ill follow ruil when ncw 
scwcrs arc insrallcd in rural arcas. "Vlc 
d o  not \vant to deny indusiry" ~ h c  oppor- 
tunity to opcn ill rural locations. he said. 

Hcnilcy of Indiana Citits Water mid 
Clarksvillc. Jeflcrsonvillc and New Al- 
bany also arc taking aim at ncw industry. 
His utility's projections call for a 7 pcr- 
ccnt to 8 percent growth in customers, 
bolli busincss and rcsidcntial, ovcr' Ihc 
next 20 yacs. 

. ana Econoniic Dcvclopmcnt Council. 

Pie:il S3rd it qualil yiiig busiiicss iiiay rc. 
ccivc up lo 40 percent of its funding. or 3 

maximum of SSOO.000, from thc CDC. 

cquipniciit puichZSCS. - 
not bc rmmarkcd for 
invcniory. 

Sue 

Sliirlcy 

Dclibre 

Belly Lou 

Like snm 
no tuo ar 

ItS ken said tha 
patterns lhal run 
of our bottles aR1 

dipped lime ttie i 
SIlor%.rlakes. 

And while \&I b 
to explain what's 
differences in sni 
easy lo explajn U 
01 our v,ax palter 
Ilk thcsb ladies y 
on Ihe right 
7hc): too. m as : 
snawn*. Eacli 
lier own special 1 

adding her own si 
wdi baltle of M a  
ha id  dips. 

Mak 
@ , M i  
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. JUL 7 ' 9 9  16:lcl FROP1 3RD S T R E E T  

- 
P A G E .  WBZ 

4 

1 L O W I S \ J " P L L E  WATER COMPANY 
436 S O U T H  T H I R D  S T R E E T  * L O U I S V I L L E ,  K E N T U C K Y  40202 

502 -669 - 3 600 

\. 

FOSTER 9. RUREW 
PZ1CSIDGHT 

July 7, 1089 

VLA FAX 

Mr. Edward Lhbach (FAX 304-340-0757} 
Regional Vice President 
Kentucky-American Water Company 
1325 Vipginia St., E. 
Charleston, WV 25322 

MP. Robert A -  Edens (FAX 606-268-6327) 
Vice President 
Kentucky-American Water Company 
2300 Richmond Road 
LeAxi.ngton, KY 40502 

Dear Ed and Bob: 

This letter is being sent to each of you since Bill Egart is out of pocket 
and 1 am unsure as to whom should be contacted. 

First, Bob, I appreciate your sending me B copy of the tabloid entitled 
Water Supply (from the June 20, 1989 Lexington Herald-Leader) . 
and the statenzent regarding proposed plims is very good, 

.F- 

It is nice, 

Enclosed is a copy of July 3 ,  1989 lettep from Joseph B. Refm, gene& - 
counsel, providing his findings on possible jurisdiction of LWCo. by the  
Public Service Commission which is a matter of concern to our Board of Water 
Works. 
be addressed to  assure that LWCo. would be unaffected in the future i€ it 
entered into a water supply contract with Kentucky-Ameriwn? 

Sincerely, 

Does either of you have any suggestion(s1 on how this concern might 

Foster s. Burba . -  
Pmsiden t 

F'SE : jcm 
enclosure 

cc: MY. Joseph B.  Helm, Geneml Counsel, Brow-n Todd & Heybum 
(FAX 502-581-2087) 

Mr. John L. Huber, LWCo. 
Mr. W i l l i a m  V. Egart., LWCo. 

i 
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D-2075 
3 29 : lac 

Mr. Foster  s. Burba 
P r e s i d e n t ,  
Louisville Water Company 
435 South T h i r d  Street 
Louisville, Kentucky 40202 

Dear Foster: 

July 3 ,  1989 

The f o l l o w i n g  is i n  response Co your letter of May 31, 
1989 requesting information w i t h  respect to the history and 
l e g a l  s ta tus  of the types of water and s e w e r  utilities 
subject to 01; exempt from the jurisdiction of"kha P u b l i c  
Service Commission. Also you are concerned as to w h a t  pas t  
actions have and what future actions m i g h t  place the 
Louisville Water Company under the jurisdiction of the 
p u b l i c  Service Conmission. 

The Kentucky s t a t u t e s  authorize several  forms of public 
water works systems, Chapter 74 of the Kentucky Revised 
S t a t u t e s  ("KRS") provides that a "water d i s t r i c t " ,  governed 
by water cmunissioners may be established a f t e r  approval by 
the  P u b l i c  Se rv ice  Comission upon application to a county 
judgelexecut ive .  A "water association" may also be forrned 
for t h e  same purpose i n  the form of a nonprofit corporat ion,  
associ-ation o r  a cooperative corporation. Both e n t i t i e s  
r equ i r e  PSC approval for t h e i r  formation as provided in KRS 
74.012 and,  along w i t h  privately-owned e n t i t i e s  selling 
water t o  the public, are explicitly subject to regulat ion by 
thc Publ ic  Service Commission. 

. . ~  
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W Chapter 96 specifically authorizes c i t ies  of the 
Eirst to f o u r t h  class to own and operate  t h e i r  own u t i l i t y  
works or facilities. KRS 96.230 to 96.315 deal with water 
works in cities of the first  class ($.e. Louisvi l le) .  As 
you know, in 1988 t he  Kentucky legislature enacted KRS 
9 6 . 3 2 5  which relates primarily to t h e  financing o f  main 
extensions. Howaver, the legislati& also provides that the 
Board of Water Works may extend &he Water Company faci l i tes  
" i n t o  counties adjoining i t s  county of origin." , 

Waker u t i l i t i e s ,  governmentally or pri.vately owned, 
were not regulated until 1934 when the General, Assembly 
conferred j u r i s d i c t i o n  over utilities "distributing ox 
furnishing water to or for the  public fo r  compensation." 
I n  1936, however, t h e  legislature modified the d e f i n i t i o n  of 
"utility" t o  be "any person except: a c i t y ,  who owns c o n t r o l s  
or operakes or manages.,.a non-energy facility" (emphasis 
added). 

From the beginning, the  d e f i n i t i o n a l  exemption was 
interpreted as precluding Public Service Commission 
r e g u l a t i o n  of the Louisville W a t e r  Company operations inside 
the C i t y  o f  Louisville. However, it w a s  not u n t i l  a 
Xentucky Court of Appeals decision rendered in 1961 that it 
was determined that water company operations outside of the 
c i t y  limits were also exempt from Public Service Commission 
regulation, McCLellan v. Louisvi$le Water Cornpanx, Hy., 351 
S A W .  2d 197 (1961). The B C l e l l a n  case he'ld that the 
d e f i n i t i o n a l  exemption extended to " a l l  operations of a 
municipally owned utility whethe r  w i t h i n  or without the 
t e r r i t u r i a l  boundaries of t h e  city." In d i c t a  t h e  court 
suggests the on ly  avenue for b r i n g i n g  a city-owned u t i l i t y  
within the regulatory control  of the PublLc Service 
Commission. "While w e  recognize thaC t h i s  decision deprives  
non-resident u t i l i t y  customers of the protection afforded by 
t h e  P u b l i c  Service Commission a g a i n s t  excessive rates or 
inadequate service, nevertheless matters of t h i s  character 
are of legislative, rather than j u d i c i a l  concern." 351 S.W. 

k 

2d 199. 

! - 

However, t h e  statutory exemption and the NcClellan case 
n o t w i t h t a n d i n g ,  the Louisville Water Company appears to be 
vulnerable  under existing law to Public Service Commission 
r e g u l a t i o n  in one aspect of i t s  operations, in cases where 
it contracts w i t h  a regula ted  utility to supply water and/or 
service, Under KRS 278.200 the Public Service Commission 
has a u t h o r i t y  t o  review certain contracts (to be 
dLst ingdshed  Erorn the  power tza regulate general ly) .  The 
sta tu te ,  entitled "Power to regulate rates and service 
standards fixed by agreement with city", provides: 

. "  
,' 

P 
. :: 
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. Pllr. Foster S, BurDa 
' J u l y  3 ,  1 9 8 9  

L .  

page 3 
a 

The Commission having jurisdiction over 
the affected u t i l i t y  may, under t h e  
provisions of this c h a p t e r ,  or ig inate ,  
establish, change, promulgate and 
enfarce any rate or service standard of 
any u t i l i t y  t h a t  has been or may be 
f ixed by any contract ,  Eranchise or 
agreement between t h e  utility and any 
c.it;y, and a l l  rights, privileges and 
obligations arising out of any such ' 
contract, franchise or  agreement, 
regulating any such rate or service 
standard, shall be subject to t h e  
j u r i s d i c t i o n  and supervision of the 
commission, but no such r a t e  or service 
s t a n d a r d  s h a l l  be changed, nor any 
contract,.  franchise 01: agreement af-- 
fecling it abrogated  or changed,  u n t i l  
a hearing has been had before the 
Commission in the manner p r e s c r i b e d  i n  
this chap te r ,  

In light of t h e  above statute, t h e  Louisville Water 
Company is  vulnerable t o  limited P u b l i c  S e r v i c e  Commission 
regulation anytime i.t en te r s  i n t o  a c o n t r a c t  w i t h  a 
regulated utility, noting t h a k  we have at least four ,such 
contracts i n  existence a t  t h i s  time. On the o t h e r  hand, i t  
should be pointed but t h a t  t o  date t he  Public Service 
Commiss5on has n o t  undertaken t o  exercise any authority over 
such contracts, i.e., it has not undertaken to examine QUT 
wholesale or retail rate schedule as applj.ed to a regulated 
utility or its customers. 

you have had t h e  opportunity to review the above 
comments, please give me a c a l l  if ~ Q U  have any furkher  
questions or are in need of f u r t h e r  written explana t ion .  

A f t e r  

This le t ter  i s  tendered with the understanding that 
copies may be supp l i ed  t o  the  Board of Water Works. 

- i  
. i  

. 
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KENTUCKY AMERICAN WATER C O W  
AN AMERICAN WATER WORKS SYSTEM COhlPANY 

V I A  FAX (502) 585-2806 

Mr. William V ,  Egart, P . E .  
Louisvi l le  Water Company 
435 South T h i r d  S t r ee t  
Louisv i l le ,  KY 40202 

SUBJECT: Potential  Agreement Between 
Kentucky-American Hater Company 
and Loui s v i  1 l e  Water Company 

Dear B I  11 : 

cornpar i son of Kentucky-Ameri can Water Company ( K A K )  t o  a large industr la l  
customer, we have developed what we feel  are items t h a t  make the proposed 
agreement between our organizations very d i f fe ren t  and unique. 
t o  provlde you w i t h  sound jus t i f i ca t ion  as to why KAWC I s  In f a c t  unique and 
should not be viewed as  j u s t  another large customer: 

.. 
As a r e s u l t  o f  discussions w i t h i n  our organlzatfon r e l a t ive  t o  the 

I w l l l  attempt ,e 
( 1 )  Volume of Sales to  Kentuckv-American Hater ComDally 

The potent ia l  volume o f  sa les  to  KAHC, projected to  be 30 MGD, has to  
make us several times larger  than any exis t tng customer of Louisvil le Water 
Company (LWC). While t h i s  quantity wi l l  not be taken I n  the beginning, i t  i s  ; 
our Intent ion t o  have a phase-in plan whereby we ul t imately will  be t ak tng  
30 MGD sometime I n  the f u t u r e .  We-have discussed the poss ib i l i t y  of taking as 
much as 5 MGD i n i t i a l l y .  This, I n  and of i t s e l f ,  should make 11s one of your 
l a rge r  customers, i f  not t h e  l a rges t .  The method by which we take the water 
can be done i n  such a fashion as t o  minimally impact your ex is t ing  customers, 
! .e .  even flows over a 24-hour period or draw down a t  non-peak periods. I am 
Sure you will  agree "cat typ ica l ly  industrial  customers cannot operate I n  t h f s  
f as h i on .I 

(2)  T e r m  of the ContE& 

~ 

-- 

In e f f e c t ,  we are  propostng to enter into a cont rac t  t n  perpetuity.  We 
w i l l  agree t o  purchase water i n  f i x e d  quant i t ies ,  in e f f e c t ,  forever! As you 
a r e  we1 1 aware, exts t ing industr la l  customers o f  your system cannot make th i  s 
type o f  commitment. In f a c t ,  General Electr ic  could close i t s  Louisville 
operation tomorrow. 

F 00639 
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c Page 2 
i June 26, 1989 
,i 

Mr. Willlam V.  Egart, P.E. 
0, 

( 3 )  Ownership of Facilities 

Whfle you retain ownership o f  all production facillttes, KAWC w i l l  own 
the transmission maln and booster statlons and therefore will pay the entire 
cost and accept all liability associated wlth the operation and maintenance of 
the  malns and boosters. 

(41 Future Comrni tmenfi 

County, KAWC w i l t  be willing to entertain the idea of permitting LWC to 
ntllize our facilities that are located In Jefferson County. We would, 
however, require that any use by LNC would not impede our abillty to take the 
amount of  water contracted for at the time. 
commlt t o  the construction of a future main from the English Road Tank to the 
plant facility, If it should be requlred. 

I f ,  as part of the agreement WGK pays for facilities inslde Jefferson 

We would also be willing t o  

Btll, last b u t  not least, by any means, i s  the fact that a customer the 

It I s  certainly possible 

size of KAWC would have a tremendous impact on your present level o f  
revenues. 
absorb the full impact of future rate increases. 
that any proposed future Increases could actually be postponed as a result o f  
acquiring a customer the slze of KAIIC. 

If we can be of any assistance in developing these ideas further, please 
do not hesitate to glve me a call. 

Existing customers would benefjt greatly by not being required to 

;e 

CEJ: j g j  

c c  R .  A .  Edens 
R.  L .  Ferrell 
E. W .  Limbach 

P - I  00640 



AMERICAN WATER WORKS SERVICE CO., WC. 
1325 Virginia Street, East * Box 593 Charleston, West Virginia 25322 I I 

Chris E. farrett, hfanager-Finance 
(304) 340-0703 April 18, 1989 ”,.,...- _rJ 

. ..e-&- 
.~ , .._ . . - *. - _._. 

T R I P  REPORT 

TO : Edward H. LImbach 

FROM : Chris E .  ‘Jarrett 

SUBJECT: Meetins with Louisville Clater Cornp,anv 

On Apri l  13, 1989, Roy Ferrell, Susan Slade and myself met with 
Mr. William V. Egart, P.E., and Steve Hubbs, Planning & Research Manager, to 
d iscuss  the  possibility of extending a finished water line from Louisville to 
Lexington with a capacity of 15 MGD. Mr. Egart put for th  several proposals 
but essentially only two were viable options: 

Option 1 .  Extend a finished water llne from Lexington to a 10 MGD 
storage tank located a t  Engligh Station Road and 
Shelbyville Road U.S. 60, a distance of  approximately 55 
to 60 miles. The cost per MG t o  be calculated t o  
include their costs t o  deTlver water to the tank. 

hl- 

Option 2. Extend a finished water line from Lexington to their 60 
MGD plant, a distance o f  approxlmately 70 to 75 miles. 
The cost per MG would be less i n  that we would not 
require the use of their djstribution facilities. 
would be taken directly from a 10 MGD reservoir. 

Water 

The financing of the finished water line was also discussed. A 
possi bi 1 i ty exists under Optton 2 for the Loui svt 1 le Water Company to instal 1 
and pay fo r  a l l  water l i n e  requirements within their county boundaries and 
s e l l  the facilities to us over a 25 or 30 year period, i.e. a surcharge type 
of arrangement similar t o  the one we worked out fo r  Prince WIlliam County with 
FCHA . 

k 

We also discussed their concerns relating to PSC jurisdlction over 
Louisville Hater Company as a result o f  the proposed agreement with KANC - see 
attached correspondence from Foster Burba dated Apri 1 12, 1989, and subsequent 
response fo r  information prepared and submitted by Roy Ferrell in a letter 
da ted  Aprfl 14, 1989. Also i s  attached a letter by Lindsey Ingram addressing 
Mr. Burba’ s concerns + 

, 1  . 
:i 
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Page 2 
April 18, 1989 
Trip Report - Louisville Water Company 

Three primary questions remain to be addressed by L o u i s v i l l e  Hater 

Resolution of their concern regardi ng PSC i nvol vernent . 

Company before we can proceed further. 

1 . 

2 .  Commitment to long-term supply o f  water. 

3 .  The price of the water t o  be refined if not a definitlve number. 
Inltlal quote was .In the range of 55g-65g per 1,000 gallons. Our 
counter of a “reasonable” price was 40$ to 45pl per 1,000 gallons. 

Upon receipt of  their responses we w i l l  need t o  determine i f  this 
alternative is viable’. 

i 

A t  lunch we were joined by Foster Burba. I believe I t  Is safe t o  say 
that he expressed real interest In working ou t  some kind of arrangement that 
would be satisfactory to us both. 

CEJ:jgj 
cc R. &dens 

R. Ferrell 
S .  Slade 

k 
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American Water Works Service Company, Inc. ' 

1325 Virginia Street, East Box 593 Charleston, West Virginia 25322 
! 

.k 

Souihern Regional Olfice 
(304) 347-0975 

Hr.  W l l l l a r n  V .  E g a r t ,  P.E. 
L o u l s v l l l e  Water Company 
435 South T h i r d  S t r e e t  
L o u l s v l l l e ,  KY 40202 

A p r t l  14, 1989 

Dear H r .  Egart: 

On b e h a l f  o f  Chrls J a r r e t t ,  Susan Slade and m y s e l f ,  we would t l k e  t o  
o f f e r  our t h a n k s  for t h e  o p p o r t u n l t y  t o  d l s c u s s  p u r c h a s i n g  w a t e r  f r o m  
L o u l s v l l l e  Water Company. 

Enc losed  a r e  t h e  fo ' l l ow lng  i t ems  you reques ted  d u r i n g  o u r  rneet'lng: 

1. Amerlcan Water Works Co., Jnc.'s Annual R e p o r t  f o r  
- 7988 (12  c o p l e s ) .  

2. A copy of a t e t t e r  f r o m  our l e g a l  c o u n s e l ,  Hr. 
L lndsey  fngram, r e l a t l v e  t o  a concern o f  your Board 
_expressed I n  M r .  Burba's l e t t e r  d a t e d  A p r l l  12, 1989. 

3. Kentucky-Amerlcan Water Company's t a r t f f s  for  mete red  
sales and p r f v a t e  f i r e  p r o t e c t i o n .  

The r e m a i n j n g  I t e m  requested,  a 1 3 s t  o f  o t h e r  Amerlcan System 
Companfes p u r c h a s l n g  w a t e r  f r o m  t h e  p u b l i c  s e c t o r  ulll b e  p r o v l d e d  the f' lrst 
o f  n e x t  week. 

I f  we can be o f  a d d l t l o n a l  a s r l s t a n c e ,  p l e a s e  a d v i s e .  We look 
f o r w a r d  t o  w o r k i n g  w i t h  you In t h e  f u t u r e .  

Rates and Revenues 

RLF:sc 
Encl osu r e s  
cc w/o e n c l o s u r e s :  
Chrls J a r r e t t  
Susan S l a d e  

P 
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435 S O U T H  T H I R D  S T R E E T  - LOUlSYlLLE, K E N T U C K Y  40202 

502-569-3600 
FOSTER 9. BUFLSh 

Pr (Eb I0CHT 

April  12, 1989 

V I A  FAX (304-340-0757) 
M r .  Edwarci W .  Limbach, Regional Vice President 
American Water Works Service C o , ,  Inc. 
B o x  593 
Charleston, HV 25322 

Dear Ed: 

This w i l l ,  confirm yesterday's phone conversation about I X C o . ' s  possibly 
wholesalelng water to Kentwky-American Water Company, Lexington, Kentxcky. 
Our comersation fallowed our  Bozci's i n f o m d  discussion af t h e  matter. 
The m a t t e r  was fio'i discusses at a regu1.a pcblic meeting. 

As relatted to you, for several yea-rs our B o ~ c i  has been encieavoring to 
expand i t s  s d e s  base with emphasis u p n  wholesaling; water to utilities 
outs ide  of-Jefferson County. The Board i s  committed to such philosophy 
stili; buz is concerned &cut the "s*Lzte politics" of serving an area as 
Ear away as LexFnSton, The cgncern Is for any act ion which might ultimately 
result i n  LiicO.'s being placed under  t he  jurisdiction of the  Public Service 

Such potent ia l  exists &ring each session of t he  FeneraL 
Assembly; 
exercised et some future  date t o  place LWCo. [=der the PSC in order to 
regulate rates. 

- C m i s s l o n  (PSC). 
there is concern that Lexington's political c lout  migilt be 

As 2: r e su l t .  of t h i s  concern, the Ecard did not make any firm conrmitnent thzt  
it would entar  intc a contxict fo r  wholesale s e r v i c e  to Kentucky-Amexican 
Water Ccnpxny  for Lexingzon. 
discourage Kentucky-&iez.i!xa fro% making a j pxd imina ry  study of t h e  matter 
while LHCo. Legal counsel a d  stzff evaluats t h i s  ccncern about DSC 
involvement. 

On the o t h e r  hand, it cer ta in ly  wculd cot 

I wish 1 could provide 2 stronger position in favor of the t en ta t ive  study 
for Z;dCo.'s proviciing wholesaie waxer service to Kentucky-American. Cer- 
t a in ly ,  the LWCQ. staff will do everything it can tro f a i r l y  and properly 
evaluate the situation so as to  placate our Board's fears on t h e  matters. 
Your thoughts on this would be appreciated. B e s t  regards.  

Sincsralu, 

00644 
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I-wco. * 12m1 
RES:  01/85 8 

\ c MEMORANDUM 
LOUISVILLE WATER COMPANY 

To File 

From William V. Mart 

April 4, 1989 

Re: Sale of Water To Kentucky-American Water Conpany 

We have had discussions for SON time with thE! Kentucky-American Water 

Corr@iny in Lexington, Kentiicky about t h e  feasibility of selling wtex to 

thm on a long tern basis. 

water would be on a peak consumption period basis, whereby theil: water 

Bsd on present considerations, this sale of 

requirements would obviously coincide with OUTS. 

production capacity, this peaking aspect concerns us as we apply this 

potential customer to o w  existing rate schedule. 

i n  sales i n  ~e future ,  and have an objective view i n  investigating 

While we have excess 

i 
We do see real potential 

innovative alternatives, L i s t &  below axe several alternatives:  
/ 

1. We could sell. water to Kentucky-Werican at: the Jefferson Covnty 

line ar at the English Station Tank Site at QUK existing applicable 

utility rate of $1.19 per thowand gallons.  

. 2. This alternative would be the same as alternative 81 with t b  

exception that Kentucky-American u t i l i z i n g  storage reservoirs would 

take water i n  the Qff Peak Consumption Hours, an example being from 
, ._' yL 

1B:00 p,m. to 6:00 a,m. 
P 

4 -  . 
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k r  c. 
File-Sale of Water t o  KY-American 
April 4, 1989 
Page TWO 

3. SEime as alternative 81. The L o u i s v i l l e  Water C o v n y  wuld suppZy 

water to Kentucky-?mer:ican d i r e c t l y  off the 6S-inch txansmission 

system at t h e  English Station Tank Site, 

of mking this customer unique (as would alternative 42) 

water rate lower t h a n  the published u t i l i t y  rate would be 

appropx iate 

This would have the aspect 

and a 

4. Kentucky-American would take water f rom the 8.E. Payne Plant 

Clearwell. 

Conpany to price the water i n  the 5.565 cents per thousand gallons 

range. 

This arrangement would enable the L o u i s v i l l e  Water 

5, In the spirit of innovative m r k e t i n y ,  tbe Louisville Water C m p n y  

w u l d  consider appropriate p a r t i c i p a t i o n  i n  required Capital 

Expansion in owrating with the Kentucky-American Water Company on a 

lung term lease of facilities or a f a c i l i t y  sale arrangeinant. 

. 
These a l t e r n a t i v e s  were discussed with Susan Slade of the Kentucky - 

American Water Company yesterday, April 3, 1989, 

/9h 
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2300 Richmond Road 
Lexington. Kenlucky 40502 
606 2692386 

i 

Water Company 
An Amerlcan Wnler Wofk$ Syslam Compsny 

March 10, 1989 

Mr. W i l l i a m  V. Egart, Vice President 
Plant Operations and Systems Planning 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Dear Bill: 

I thought that the enclosed map might be of some i 
assistance to you. 
may not be entirely accurate today but is fairly representative of 
the water systems between Fayette and Jefferson Counties. 

W e  put this together a year or t w o  ago so it 

Thanks f o r  meeting with Bob and me to discuss patential supply 
arrangements. We look forward to seeing your proposal(s) next 
week. 

Sincerely, 
i 

/ Susan R. slade, P.E. 
Planning Engineer 

SRS/ds 

Enclosure 

P 
Equal Opporrunity Emph yer 
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FORM 9 3  
(REV. 2/ l / B 6 l  -- NEWSPAPER CLIPPINGS 

380-803 

PLANT NAME Kentucky-American Water Company .-.- _I 

CLippiNG FROM Louisville Courier-Journal DATED- 4 / 12 / 8 9  PAGE NO. B3 

-"----- 
INSTRUCTIONS:  PASTE CLIPPIE IGS N E A T L Y ,  U S I N G  A S  M U C H  F THIS S H E E T  AS P 0 S S I Q L E ; O V E A U l J N S  SHOULD B E  C O N T I N U E D  
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t , M E R  WATERCO. 

LEXINGTON. KY.  

M s ,  Susan Slade 
Kentucky-American Water Company 
2300 Richmond Road 
Box 7500 
Lexington, Kentucky 

Dear Pls. Slade: 

N T U C K Y  

Jan w r y  

AN'Y 
' 4 0 2 0 2  

1.1, 1988 

As promised, I have enclosed som typical water purchase agreements 

cur ren t ly  i n  e f f ec t  between the  Louisvil le Water Company and some outlying 

water systems.  As you can see a l l  of these documents general ly  follow t h e  

same format, but are somewhat customized to  the par t icu lar  s i t ua t ions  

through negotiations. It appears tha t  i n  most cases there  is an annual 

m i n i m u m  quant i ty  of water t o  be purchased and a s p e c i f i c  maximum quant i ty  

t h a t  would necessi ta te  the u t i 1  i t y  receiving our approval before exceeding. 

f 

F 
. *  

Hopefully, these agreements can give you some guidance. 

I have a l so  enclosed a current  r a t e  structure and our most recent 

Annual Report and Technical Addendum. 

After you receive t h i s  information, please f ee l  free to Contact me for 

fu r the r  c l a r i f i ca t ions .  We w i l l  be happy to  meet with yau a t  any t ime t o  

discuss  your s i tua t ion  as  it relates to  the Louisvi l le  Water Company. 

The Louisvil le Water Company current ly  has an ample supply of water t o  

meet your needs, and w e  welcome the  opportunity t o  work c lose ly  with you and 

your organization i n  invest igat ing fu ture  p s s i b i l  ities wi th  regard t o  oiir 

s e l l i n g  water t o  t h e  Kentucky-American Water Company. You would be a most 

An Equal Opportunity Employer 
P 00653 



i < 
Susan Slade-KY-Amer ican Lia ter Co . 
January  11, 1989 
Page Two 

prestigious customer as your operation has long heen admired in the water 

works i ndus t ry .  

Thank you. 

enclosures 

cc: Frank Campbell 
Foster Burba 

LOTJISVXLLE WATER COMPANY 

P 
I 



u)IlISVII;LE WATER CWANY, INC. 

i 

t 
(Rates s h a l l  bccmc e f f e c t i v e  and apply to a l l  s t a t r m e n t s  

mailed on and af ter  January 1, 1989) 

BT-MONTHLY CHARCES INSILlE JEFFERSON COUETi! 

LEASED FACILITIES OUTSIDE JEFFERSON COUNTY 
and 

Service Charge - M i n i r n m  Ei-monthly B i l l  

5 / 8  -3/4 " ME te K $ 6.38 6" Meter $ 441.00 
1" Meter 15.76 8" Meter 787.58 

1 1/2" hkter 31.56 le" Meter 1,197. 00 
2" Meter 58.10 12" Meter 1,827. flG1 
3" &ter 110.26 16  " Pe ter 3,622.58 
4"  k t e r  189.08 

M u l t i p l e  mcter customers - Acld service c h r g e  - minimun b i l l  f o r  each  meter 
i n s t a l l  d . 

-__I_ -- 
C m o d i t y  C h x e e  

The cha rge  for bi-monthly usage s h a l l  be cmputed i n  accordance wi th  t h e  
f ol lotring schedule.  

General Pressure Area* Eleva ted  S e r v i c e  Area* 

First  6,000 Gallons $1.00 p?r 1,IJBB Gal lons  $1.19 per 1,000 Gailons 
Eext  6,008 Gallons 1.12 per 1,000 Gallons 1.31 per 1,000 Gallons 
FJext 388, flfl0 Gallons 1.25 per 1,4480 Gal lons  1.44 per l ,@8Q Gallons 
Next 2,608,#0B G l l o n s  1.17 pcr 1 ,QBB Gallons 1.36 per l lOQG1 Gal lons  
N e x t  7,0t30,C00 Gallons l . D d  per 1,000 Gallons 1.23 per 1,000 Gallons 
N e x t  10, D0Q,Q!M Gallons -98 per 2,000 Gal lons  1 .17  per 1,1360 Gallons 
In  excess of 28,000, El@@ - 8 8  per 1,000 Gallons 1.07 p r  1,B0cI Gallons 

- 

Fire  Se rv ice  Charges 

Si ze 4 'I 6 " 8 " 10" 
Bi-Monthly S16.0Q $32.50 $62.50 $124.Q0 

*@neral P res su re  &rea is defined as an a rea  which can  he served from t h e  
Crescen t  H i l l / C a r d h a l  H i  11 Water System without a d d i t i o n a l  pumping storacje 
f a c  il i tics . 
*Elevated Service Area is dc€ined a s  t h a t  a r e a  which cannot  be served from 
t h e  Crescent  Hi l l /Card ina l  Hill. \ l a te r  S y s t m  wi thout  a d d i t i o n a l  pmping  and 
s t o r a g e  facil i t ies.  
c.19 p r  tbausanr! g a l l o n s  of water.  

All charges are subject to a 55 pcna l ty  i f  de l inquen t  20 days a f t e r  b i l l i n g  
date . 
Kentucky S a l e s  Tax appl icd i f  app3 icsble. 

The Crmpmny shall have the r i g h t  to require t h a t  a l l  customers f i l i n g  
Bankruptcy under Chapter 7, 11, or 13 of the  EanhUPtCy Code, post a deposit 
equa l  to one and o n e h a l f  times an average b i l l  based on usage d u r i n g  the  
past t w l v e  months, 

Ftibl i c  u t i l  i ties which prchask water for  r e s a l e  wherever s i t u a t e d ;  s h a l  
be charge6  5.99 pcr c'nousanci for a i i  water purcIusc5 ,  the elevated area 
s u r c h x g c  of S.19 and a service charge.  

P 

Al l  customers i n  t h i s  a r e a  s h a l l  pay a sur -charge  o f  

<* 



LOUISVILLE WATER C W A N Y ,  INC. 

(Rates s h a l l  hcccme effeci-ivc and app ly  to a l l  s t a t g n e n t s  
nailed on and a f t e r  January 1, 1989) 

EI-MONT!fLY CHARGES OIITSICE JEFFERSON COUNTY 

Service Charye--b.linimum Ei-Monthly E i l l  

5/0 -3 /4 Fie t er $ 6.30 
1." Meter 15.76 

1 1/2 Meter 31.58 
2" Pkter 50.4m 
3" Pletcr l 1 B .  26 
4" Ekter 189.0P 

6" Meter $ 44f.rn0 
8 ' I  k ter 787.516 

l n "  Meter 1,197.5(1 
1 2 I '  f r i  ter 1,827.58 
16 *' Pi te r 3,622. SO 

Piultiple netcr customers  - Add s e r v i c e  charge - minimm b i l l  for each neter 
inst-alled. 

Conncdity Charge 

The chzrye for  hi-monthly risage shil-11 he cmputcd i n  accordance w i t h  t h e  
f o l l  owi n q  schcc! ul e. 

Gcwr a l  Pressurc Area* Eleva ted  Pressure Area* 

First  400,OOW Ga l lons  $1.95 per 1,OOB Gallons $2.34 per 1,(100 Gal lons  
E!ext 2,60R, BOB Gallons 1.16 per 1,00B Gallons 1.65 per 1,BOR Gal lons  
Xn cxcesc. of 

3 ,  RPr),L!00 Gallons l.l@ per 1,01301 Gallons 1.29 per 1 , G E i O  Gallons 

Firc Se rv ice  Charges 

S i z e  4 l 4  6 " 8 I' 1B"  l.2" 
Bi  -Month1 y $17. PO $34  - 50 $68.@U $7 38. G19 $275.00 

*General P res su re  Area is de f ined  a s  an area which can h e  servcd fron t h e  
Crescent  Hi l l /Card ina l  H i l l  Nater S y s t m  without  a e d i t i o n a l  pumping a d  
s t o r a g e  facil ities. 

*Elevated Service Area is d e f i n e d  a s  that: a r e a  which cannot  be  servcd from 
t h e  Crescent  Hi l l /Card in? l  H i l l  Kater Systan without a d d i t i o n a l  pmping and 
s t o r a g e  f a c i l i t i e s .  P-11 customers i n  t h i s  area s h a l l  pty a sur-charge of 
$.19 p"r thousand galLons of water. 

All charges arc  subject to  a 5 %  p n a l t y  i f  de l inquen t  2FI days after b i l l i n g  
da te .  

, 

Kentucky Sales Tax appl icd i f  appl. i cab le .  

The Cmpany shall have t h e  r i g h t  t o  r equ i r e  t h a t  a l l  custmers f i l i n g  
Bankruptcy under Chapter 7, 3.1, or 13 of the Bankruptcy Code, post a deposit 
cciual to  one ar.d one-half tines an average b i l l  based an usage dur ing  thc 
past twAve months. 

Pub1 ic uti 1 jties which purchase mter for resal E! wherever si tmit~ll; dwl l  b? 
charged  5-99 wr t h o u s a ~ d  for a l l  water purchased,  t h e  elevated area 
surchrge of $.19 and a service char e. B 00656 
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(Rates sha l l  become e f f e c t i v e  and app ly  to  a l l  s t a t a n e n t s  
mailed on and a f t e r  January  1, 1989) 

MONTHLY CHARGES IRSS'IDE JEFFERSON COUNTY 
and 

LEASED FACILITIES OUTSIDE JEFFERSON COUNTY 

S e r v i c e  Charge - Elinirnwn -- Monthly B i l l  
-_I- 

5/8-3/4" f*&ter $ 3.15 
1" Meter 7.80 

f 1/2" &ter 15.75 
2" Meter 25.2fi 
3" Meter 55.13 
4 " Mtcr 94. SB 

6" Peter $ 220.50 
8" Meter 393.75 
10" Peter 598.5B 
12" Meter 913.33 
16" Mcter l , 811.25 

M u l t i p l e  meter customers-Add service charge---minimm b i l l  fo r  each  meter 
i n s t a l l & .  

Comndity Charge 

The charge  for monthly usaqe shall be c m p u t c d  i n  accordance w i t h  t h e  
fo l lowing  sckdole. 

General Pressure ?rea* Eleva ted  S e r v i c e  Area* 

Firs t  3,Gf i ( l  Ga l lons  s1.I% p r  1,000 Gallons $1.19 per 1,ODPI Gallons 
N c x t  3,88@ Gallons 1-12 per 1,880 Gal lons  1.31 per l , 0 E  Gallons 
N c x t  194,DGO Gallons 1.25 ppr 1,000 Gal lons  1 - 4 4  per 1 , D C f l  Gallons 
N e x t  1,300 I OB@ Gal lons  1.17 per 1,(1110 Gal lons  1.36 wr 1,BEIC Gallons 
Next 3,50(3, 0BO Gal lons  1.04 per 'l,GfiB Gal lons  1 .23  PI. l , D @ i e  Gallons 
Next 5,C0D,COB Gallons .98 per 1,0G0 Gal lons  1.17 per 1,000 Gallons 
I n  excess of 18,080,80B .80 per l,(100 Gal lons  1.07 per 1,000 Gallons 

F i r e  Service Charges 

Si ze 4 I' 6 " R " le" 12" 
Month1 y $8.110 $16.25 $31.25 $62.118 $124.75 

*General Pressme Area is de f ined  a s  an area  which can tr served  frm t h e  
Crescent Uill/Cardinal H i l l  Water System without a d d i t i o n a l  pumping and 
s t o r a g e  f a c i l i t i e s .  

*Elevated Se rv ice  Area is def ined  as t h a t  a r e a  which cannot  be servctl from 
t h e  Crescent Hi lVCard ina l  Hil l  Water Systun w i i - h u t  a d z i t  ional punping and 
s t o r a g e  f a c i l i t i e s .  
$.19 pcx thousand g a l l o n s  of water .  

A l l  charges are s u b j c c t  to a 5% pena l ty  i f  del inguent 2B days a f t e r  b i l l i n g  
da tc . 

f i l l  customers i n  this a r e a  s h a l l  pay a sur-charge of 

Kentwky Sales Tax applied if app l i cab le .  

The Cmpany s h a l l  have t h e  r i g h t  to  require t h a t  a l l  custmcrs f i l i n g  
Bankruptcy unc3er Chaptcr 7, 11, or 1 3  of t h e  mnkrup tcy  Code, post a depos i t  
equal to  one and o n e h a l f  times an avcragc  h i l l  base8 on usage dur ing  thc 
past twelve  months. 

Public ut i l i t ies  which purchase water for r e s a l e  whcrever s i t u a t e d  shall be 
charge2 $.99 Fer thousand fo r  a l l  water purchased, t h r  e l eva ted  area 
surcharge of $.19 and a service char e. ? 00657 



435 S O U T H  T H I R D  S T R E E T  . L O U I S V I L L E ,  K E N f U  

5 0 2 - 5 6 9 - 3 6 0 0  

Ms. Susan Slade 
Kentucky-Amer ican Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Dear Ms. Slade: . 

I n  response to  your telephone ca l l  of December 8, 1988, I am glad to 

provide you with information regarding t h e  po ten t i a l  s a l e  of water to 

Kentucky-American. The Louisv i l le  Water Company t xea ts  wat.er from the  Ohio 

River a t  two plants.  Each plant u t  i l  i zes conventional coagulation 

txeatment, has t he  capab i l i t y  of sof tening,  u t i l i z e s  rapid sand f i l t r a t i o n ,  

and distributes a fluoridated water with a chloramine residual.  Our r 
typ ica l  pH levels i n  t h e  d i s t r ibu t ion  s y s t e m  range between 8.5 and 9.0. 

a l k a l i n i t i e s  a re  moderately low, in the  50mg/l range. A summary of OUL 

previous 1 2  months f inished and d is t r ibu ted  water qua l i t y  data is enclosed 

for your review. 

Our 

The l i ke ly  connection p i n t  for a transmission main t o  serve areas  east 

of Jefferson Cmnty  would he a t  the 10 mil l ion gal lon mglish Station 

Standpipe, near t he  in te rsec t ion  of t he  Gene Snyder Freeway and Shelbyville 

Road. 

msl ,  and is connected to  our 60 MGD capaci ty  B.E. Payne Water Treatment 

P l a n t  v i a  a 60-inch transmission main. 

components of t h e  "8GLI pressure plane," which is a l so  supported by our 240 

MGD Crescent H i l l  Filter P l a n t  and t h e  660 feet msl pressure plane. 

f e e t  pressure plane and t h e  860 feet- pressure plane are connected via three 

This f a c i l i t y  has an overflow elevat ion of approximately 865 feet 

These f a c i l i t i e s  are the primary 

The 660 

A n  Equal Opportunity Employer 
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5. c 
i 

Susan Slade-KY-Amer ican Water 

Page TWQ 
k December 9, 1988 

2- 

booster pump s t a t i o n s  with a combined capacity of approximately 30 MQ3. 

Our  mximum day pumpage occmred i n  J u l y ,  1988 a t  approximately 195 

MGD, Our combined plant capacity and transmission system could  l i k e l y  

a c c a m d a t e  an additrianal 15 MGD draw on t h e  system dwing  maximum day taken 

from the  English Stat ion Standpipe, although t h i s  would need t o  be verified 

by hydraulic analysis .  

I f  I can provide addi t ional  information, please do not hes i t a t e  t o  

c a l l .  The r f iuisvi l le  Water Company is interested i n  pursuing potential. 

customers, and would enter ta in  c rea t ive  options fox obtaining the mutual 

goa ls  of both Kentucky-American and L o u i s v i l l e  Water Company. Our  current 
,- 

r a t e  schedule is enclosed for your 

cc :  F. Burba 
F. Campbell 
J. Huber 

enclosures 

L O  U Z SVILL E WA'T'TE R C 0 M PA NY 
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6 -05 U t i l i t i e s  Purchasing Water for Resale 

P u b l i c  u t i l i t i e s  which purchase water f o r  r e s a l e  wherever 
situated s h a l l  be charged $.99 p r  thousand ga l lons  for a l l  water 
pirchased, the  e leva te3  service area surcharge spec i f ied  i n  Rule  
6.06, and the serv ice  charge specif ied in  Ru le  6.02, if appl icable ,  
t o  the poin t  a t  which water is taken through the master meter, 

6.06 Elevated Service Axea Surcharges 

A l l  customers sha1.1 m y  a surcharge of $.19 per t b u s a n d  gallons 
i f  water must be del ivered a t  a h i g k r  e levat ion than the general  
pressure plane served by the Crescent Hill /Cardinal H i l l  system. 

6.87 A t  the Company’s option, b i l l s  may ke rendered monthly 
or bimonthly. ths 
minimum monthly charge shown on the Schedule of Minimum Monthly B i l l ,  
ard trbe gallons of water sham i n  the Schedule oE Comncdity Charges, 
and the monthly charge i n  the Schedule of F i r e  Service Charges, s h a l l  
be mul t ip l ied  by two. 

I f  t h e  b i l l s  a r e  rendered on a bimont!!ly bas i s ,  

6.08 I n  the event t ha t  pyment for  any charge is not  made 
within t h e  ne t  a m u n t  o f  the  
b i l l  sha l l  be increased by 5% and the gross  amount thus determined 
m u s t  be paid. One l a t e  payment w i l l  be accepted every twelve (12) 
b i l l i n g  periods a t  net  amount i f  the b i l l  is paid before t h e  next 
b i l l i n g  da te .  

twenty (20 days f r m  t h e  b i l l i n g  d a t e ,  

6.09 Where water is used without p r o p r  au thor iza t ion ,  t h e  
a t  tk estimated quant i ty  o f  unmeterd water used s h a l l  be paid for  

rate of $2.00 p r  thousand gallons.  

6.10 The Company s h a l l  have the r i g h t  t o  require t h a t  a l l  
customers f i l i n g  Bankruptcy under Chapter 7 ,  11 or 13 of the 
E!ankruptcy Code, post  a depos i t  equal to one and one-’mlf t i m e s  an 
average bil .1 based on usage during t h e  past t w d v e  months. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

IJpon adoption, these  r a t e s  s h a l l  become e f f e c t i v e  and apply t o  
statements mailed on and a f t e r  January I, 1989. 
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