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COMMONWEALTH OF MCNTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 1 
) 

THE APPLICATION OF KENTIJCICY-AMERICAN ) 
WATER COMPANY FOR A CERTIFICATE OF ) CASE NO. 2007-00134 
CONVENIENCE AND NECESSITY AUTHORIZING ) 
THE CONSTRUCTION OF KENTUCKY RIVER ) 
STATION 11, ASSOCIATED FACILITIES AND ) 
TRANSMISSION MAIN ) 

LOUISVILLE WATER COMPANY’S RESPONSES TO 
THE COMMISSION STAFF’S 

SUPPLEMENTAL DATA =QUESTS 

For its responses to tlie supplemental data requests of tlie Staff of tlie Public Service 

Coiiiniissioii of the Coiiimoiiwealtli of Kentucky (“Coiriiiiissioii”), L,ouisville Water Company 

(“L,WC”), by counsel liereby states as follows. 

REQUESTS FOR INFORMATION 

1 . Refer to tlie Final Report, Comparison of the Louisville Pipeliiie and Pool 3 Options 

to Serve Central Kentucky Water Customers (“Beck Report”), Table 3 - 1 

a. State tlie basis for tlie estiiiiate that tlie cost of permitting and easements will 

equal 5 percent of constixction cost. Provide all studies and analyses tliat tlie Beck Report’s authors 

used to derive this estimate. 

Respoiisible Witness: Ed Wetzel 

RESPONSE: The R. W. Beck report assumed tlie same percentages for engineering, legal, 
administrative aiid permitting costs as those used by Gaimett Fleming in their report to ICAWC 
entitled “Water Supply Study” dated March 2007 aiid the O’Brien aiid Gere report to tlie BWSC 
entitled “Final Repoi? for tlie Water System Regioiializatioii Feasibility Study” dated February 27, 
2004. Easement costs were iiot specifically called out in either the Gaimett Fleming or O’Brieii and 
Gere report, but we are comfoi-table that the 5% assmiiption used for permitting would be adequate 
to obtain tlie necessary permits aiid easeiiieiits for tlie Lonisville Pipeline. 



b. State the basis for the estimate that engineering, legal, and administrative 

costs will equal 20 percent of construction costs. Provide all studies aiid aiialyses that the Beck 

Report’s authors used to derive this estimate. 

Responsible Witness: Ed Wetzel 

RESPONSE: Tlie R. W. Beck report assuiiied tlie same percentages for engineering, legal, 
adiiiiiiistrative and periiiittiiig costs as those used by Gaiiiiett Fleming in their report to IOZWC 
entitled “Water Supply Study” dated March 2007 and tlie O’Brien and Gere report to the BWSC 
entitled “Final Report for tlie Water System Regioiialization Feasibility Study” dated February 27, 
2004. 

C. State wlietlier tlie authors of the Beck Report reviewed aiid coiisidered Ms. 

L,iiida Bridwell’s written testimony in this matter when developiiig his estimate of easement costs 

and legal costs. If yes, state tlie weight given to this testimony. 

Responsible Witness: Ed Wetzel 

RESPONSE: No; tlie authors of that report did not consider Ms. Bridwell’s written testimony 011 

this matter when developing the estiiiiate of easement costs and legal costs. 

d. Provide a detailed calculation of tlie construction cost estimate of$73,023 for 

tlie pipeline from ICY 53 to L,exiiigton as showii at Table 3-1 I 

Responsible Witness: Ed Wetzel 

RESPONSE: The estimated coiistructioii cost of $73.023 inillioii is based 011 the following: 

$66.528 M 

ICY pipeline crossing (2007 $) - - $ 1.753 M 

Booster pump statioi-dstorage tank (2007 $) = $ 4.742 M 

Total =$73.023 M 

- 42 miles of 42” pipe @ $300/ft - 
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2. Refer to tlie Beck Report, Sectioii 1.2. 

a. Explain why tlie Beck Repoi-t’s authors assiiiiie that tlie L,ouisville Pipeline 

Option (“L,WC Pipeline”) will have 100 percent public ownership. 

Responsible Witness: Ed Wetzel 

RESPONSE: Please refer to tlie response to BWSC Supplemental Request No. l(a). 

b. Identify tlie public entity or entities that are expected to own tlie L,WC 

Pipeline. For eacli public entity listed, list and describe tlie financial resources that such entity will 

have available to finance the construction of tlie L,WC Pipeline. 

Responsible Witness: Greg Heitztnan 

RESPONSE: Tlie public/private ownership would be open to all water providers benefiting from 
the Louisville Pipeline as well as local aiid state goveiiiineiit entities. This iiicludes existing public 
entities such as the Bluegrass Water Supply Commission, tlie Keiitucl<y River Authority, tlie 
I<e~itucky Infrastructure, or others. Tlie financial resources of tliese elltities have not been 
specifically identified. Each of these entities have resources available to ftiiid tlie pipeline fi-01-11 
various sources including grants, low interest loans, and bonds. 

c. Identify tlie entity that will oversee construction of tlie LWC Pipeline. 

Responsible Witness: Greg Heitzrnan 

RESPONSE: L,WC will own and manage tlie coiistruction of Sectioii 1 of the L,ouisville Pipeline. 
Tliis includes utilizing its consulting eiigiiieer for coiistructio~i management, inspection, and coiitract 
administratio~i. If requested by Central Kentucky water providers, LWC is willing to consider 
similar coiistniction maiiageiiient for Sectioii 2. 
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d. (1) Provide a revised Phase 1 (2030) Analysis that assuiiies ICentuclcy- 

Aiiiericaii Water Coiiipaiiy (“ICeiituclcy-Aiiiericaii”) will fund 80 percent of the cost of tlie L,WC 

Pipeline Option and the reiiiaiiiiiig 20 percent will be publicly finaiiced. Provide all workpapers, 

show all calcidatio~~s and state all assuiiiptioiis used to prepare this revised analysis. 

Responsible Witness: Ed Wetzel 

RESPONSE: At tlie request of L,WC, R. W. Beck is analyzing a iiuiiiber of partnership scenarios 
that will deiiioiistrate variations of public aiid private owiiership interests in Section 2 of tlie 
L,ouisville Pipeline (i.e. 80/20; 50/50; 20/80 public/private ownership percentages). Upon 
coiiipletioii, tliese additional analyses will be made available to tlie Coi~imission and all parties, 110 

later tliaii Friday, November 9, 2007. 

(2) Provide a revised Phase 2 (2050) Analysis that assuiiies ICentuclcy- 

Aiiiericaii will fund 80 percent of tlie cost of tlie L,WC Pipeliiie Option aiid tlie remaining 20 percent 

will be publicly financed. Provide all workpapers, show all calculations and state all assuniptions 

used to prepare this revised analysis. 

Responsible Witness: Ed Wetzel 

RESPONSE: At tlie request of L,WC, R. W. Beck is analyzing a iiuiiiber of partnersliip scenarios 
that will deiiioiistrate variations of public and private ownership interests in Section 2 of tlie 
Louisville Pipeline (i.e. 80/20; 50/50; 20/80 publidprivate ownership percentages). Upon 
coiiipletioii, tliese additional analyses will be made available to tlie Coiiiiiiissioii and all parties, no 
later tliaii Friday, November 9, 2007. 

e. Identify all public entities with wliich L,WC lias discussed construction and 

ownership of tlie pipeline fi-om ICY 53 to L,exiiigtoii. 

Responsible Witness: Greg Heitzman 

RESPONSE: LWC lias had both formal and iiiforinal discussioiis with a variety of public entities 
tlirougli it’s presentations regarding tlie L,oidsville Pipeline. This includes coiiiiiiuiiicatioiis with 
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staff and/or officials of tlie Bluegrass Water Supply Comiiiissioii, tlie Fraiiltfoi-t Plant Board, Capital 
Coiiiiiiiinity Economic aiid Industrial Autliority of Fraiiltliii County, tlie City or  Georgetown, 
Georgetown Water and Sewer, tlie Kentucky Association of Counties, tlie ICeiitucky Iiifrastructure 
Authority, tlie L,exiiigton Fayette County Urban County Goveriiiiieiit, tlie ICeiitucky River Authority, 
North Slielby Water Company, Slielbyville Water aiid Sewer, US 60 Water District, and West 
Slielby Water District. 

f. In his rebuttal testimony, Mr. Heitzman states tliat tlie L,WC Pipeline will be 

completed in 201 2. State tlie basis for this anticipated completion date. 

Responsible Witness: Greg Heitzman 

RESPONSE: A schedule and basis for conipletioii of tlie Louisville Pipeliiie by Jiily 2012 is 
provided in tlie responses to LFTJCG's Request Nos. 1 and 2. 

g. ICeiituclty-American estimates that tlie proposed Pool 3 project will be 

completed in April 201 0, approximately 2 years sooner tlian tlie L,WC Pipeline. Describe tlie 

ecoiiomic effects on Central ICeiitucky of a 2-year delay in tlie source of supply project if a drought 

of record occurs during that time. 

Responsible Witness: Greg Heitzman 

RESPONSE: At tlie outset, L,WC notes that, by ICAWC's own adniissioii, the Pool 3 project will not 
be coiiipleted by April 201 0. ICAWC witness Richard Svindlaiid testified that "the time needed to 
substantially complete tlie WTP is 900 calendar days." (Test. of R. Svindlaiid at 1S:Q36.) In 
response to tlie AG's initial data request number 26, KAWC explained tliat "substantial coiiipletion" 
of its proposed water treatment plant means that "tlie water treatment plant will be up and ruiming, 
producing potable water suitable for consmiiption, but that cei-tain construction items will still be on- 
going." (Id.) Consequently, assuming a final, nonappealable order in this matter by even January 1 , 
2008, ICAWC's testimony supports substantial completion of tlie Pool 3 proposal by no sooner than 
July 1, 2010. 

LWC states that both projected coiiipletioii dates are estiiiiates, and no guarantees have been 
provided by either party. Neitliei- ICAWC nor LWC have acquired all tlie easements iiecessary to 
complete tlie pipeline, and tlie proposed ICAWC pipeline route lias significant public opposition that 
will impact tlie scliedule. Alteiiiatively, LWC proposes a pipeline route tliat lias iio luiown 
oppositioii aiid that utilizes tlie existing driiiltiiig water iiifiastructure to provide 6 MGD supply by 
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July 2010. L,WC has not prepared a detailed study of the ecoiioiiiic iliipact, if any, of a July 2012 
completioii date. Siiice an additional 6 MGD capacity will be available to Central I<eiituclcy froin 
tlie L,ouisville Pipeline by J ~ l y  2010, tlie estimated ecoiioiiiic impact would be less than tlie 
ecoiioiiiic impact experieiiced during 2007 when IWWC issued water restrictions during tlie 
drought. Regardless of tlie water supply solution clioseii, the Central Kentucky water suppliers 
should develop coiitiiigeiicy plans: (i) in tlie event of an eiiiergeiicy prior to J ~ l y  201 0; and (ii) in tlie 
event of a delay in construction of eitlier tlie KAWC or LWC proposals. 

11. Explaiii why the LWC Pipeline caiinot be completed by 2010. 

Responsible Witness: Greg Heitzman 

RESPONSE: Sectioii 1 and poi-tioiis of Sectioii 2 of tlie Louisville Pipeline are estimated to be 
complete by July 2010, providing up to 6 MGD to Central I<eIitucky. The reiiiaiiiiiig portion of 
Section 2, fro111 Hwy 420 to US 60 (including tlie ICentucky River crossing) will be complete by July 
2012, providing 25 MGD supply. This portion of Sectioii 2 reqiiires peiiiiits fi-om the entities 
identified in tlie respoiise to Commission Initial Request No. 9(c), as well as right of way acquisition. 
The project schedule is included in respoiise to L,FUCG Request Nos. 1 and 2. 
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3. Refer to I~eiituclsy-~iiiericaii's Response to Coiiiiiiissioii Staff's First Set of 

Interrogatories and Requests for Production of Documents, Item 6 at 2 I .  State whether tlie autliors 

of tlie Beck Report considered any of the non-economic factors considered in tlie Gannet Fleiiiiiiing 

Report. If yes, describe tlie weight given to each listed iioii-ecoiioiiiic factor. If 110, explain why 

these factors were not considered. 

Responsible Witness: Ed Wetzel 

RESPONSE: No iioi1-ecoiioiiiic factors were considered in the R. W. Beck analysis because the 
R. W. Beck study provides a present wortli cost coniparison between two alteriiatives to deliver water 
to Fayette County. 
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4. Refer to tlie Beck Report, Appendix B-1. Reconcile the amoimt reported for each 

operating expense accouiit for tlie year 2010 in tlie Pool 3 Optioii to those included at page 6 of 

I(entucicy-Aiiiericaii’s Application. 

Responsible Witness: Ed Wetzel 

RESPONSE: The KAWC operating expenses were inflated to the year 2010 to reflect the initial 

year of operation followiiig facility construction. 
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5 .  Refer to the Beck Report, Section 3, Pliase 1 (2030) Analysis. Provide all worlcpapers 

and sliow all calculations that were made to develop tliis analysis. 

Responsible Witness: Ed Wetzel 

RESPONSE: Please refer to tlie electronic version of the R. W. Beck study L,WC has produced as a 
supplement to its open records response. 
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6. Refer to the Beck Report, Section 4, Phase 2 (2050) Aialysis. Provide all workpapers 

a id  show all calculations that were made to develop this analysis. 

Respoiisible Witness: Ed Wetzel 

RIESPONSE: Please refer to the electronic version of the R. W. Beck study L,WC has produced as a 
supplement to its open records response. 
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7.  Refer to tlie Beck Report, Section 5 ,  Alteiiiative LWC Pipeline Proposal. Provide all 

workpapers aiid show all calculations that were made to develop tlie 36-incli pipeline alteniative. 

Responsible Witness: Ed Wetzel 

RESPONSE: Table 5-1 outlines tlie total capital cost estimate for tlie 36” pipeline alternative for 
the L,WC pipeline. All unit costs are tlie same as the 42” alternative with the followiiig exceptions: 

1 . The miit cost of 36’7 pipe is ass~uiied to be $2SO/foot, instead o f  the $300/ftft. assumed for tlie 
42” pipeline, aiid 

2. Two booster puiiip stations (rather than one in the 42” alteiiiative) at approximately $2.6 
niillioii each will be required to transport the water tlu-ough the smaller diameter pipeline. 

For additional infoimation, please refer to tlie electronic versioii of the R. W. Beck stitdy L,WC has 
produced as a supplement to its open records response. 
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8. Refer to tlie Beck Report, Appendices A and B. 

a. Provide the tables in these appendices in a font size of 12 or greater. 

Responsible Witness: Ed Wetzel 

RESPONSE: Please refer to tlie electroiiic version of tlie R. W. Beck study LWC has produced as a 
suppleiiieiit to its open records response. 

b. Explain wliy state and federal iiicoine taxes are not iiicluded in operating 

expenses that will result froiii tlie retui-ii on tlie capital invested in the new facilities foi- the Pool 3 

Option. 

Responsible Witness: Ed Wetzel 

RESPONSE: The state aiid federal taxes were accouiited for in tlie Revenue Gross-Up, similar to 
tlie calculatioii KAWC made iii its rate case filing. Tlie 7.75% after-tax return on rate base was 
acljusted by 1.654 to ai-rive at a pre-tax retuiii on rate base of 12.8%. 

c. Explain wliy the purchased water costs of tlie L,WC option do not reflect the 

LWC rates iiicluded in the proposal included in Mr. Heitziiiaii’s Rebuttal Testimony. 

Responsible Witness: Greg Heitzmaii 

RESPONSE: Tlie R. W. Beck analysis addresses cost estimates aiid present value costs. Results 
from this analysis were used by L,WC to prepare the proposal described in Mr. Heitziiiaii’s rebuttal 
testiiiioii y . 

d. Describe how tlie Beck Repoi-t was used to develop tlie proposal set forth iii 

Mr. Heitziiiaii’s Rebuttal Testimoiiy. 
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Responsible Witiiess: Greg Heitzmaii 

RESPONSE: The R. W. Beck analysis addresses cost estiiiiates and present value costs. Results 
fi-oni this aiialysis were used by LWC to prepare the proposal described in Mr. Heitzman's rebuttal 
testimony. 
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9. In Section 4, Phase 2 (20S0) Analysis, of tlie Beck Report, its author states that 

"LWC has indicated they will iiicrease the capacity of tlie B.E. Payie Plant by 1.5 to 30 MGD before 

20.30, and those costs will be reflected iii tlie wholesale rate." 

a. Provide a cost estimate for tlie B.E. Payie Plant expansion. 

Responsible Witness: Greg Heitzmaii and Ed Wetzel 

RESPONSE: L,WC objects that tlie tense of this data request is unduly vague and ambiguous. 
Witliout waiving its objection, LWC states as follows. 

Ed Wetzel: R. W. Beck did not have data with respect to tlie expected B. E. Payie water 
treatiiieiit plant expansion costs because any sucli expansion costs were liltely to be imbedded in 
L,WC's water rates. 

Greg Heitzman: Nevertlieless, L,WC estimates its cost to expand the B. E. Payie water 
treatment plant fioiii 60 MGD to 90 MGD to be approximately $S,000,000, which is budgeted for 
2010-2012. The cost of tliis expansion will be iiicluded in tlie cost of service to those customers 
benefiting fiom tlie expanded capacity. 

1). Describe how the LWC wholesale rate was adjnsted to reflect the recovery of 

the B.E. Payie Plaiit expansion 

Responsible Witness: Ed Wetzel 

RESPONSE: L,WC objects that tlie tense of tliis data request is unduly vague and ambigitoits. 
Without waiving its objection, L,WC states that R. W. Beck did iiot adjust tlie LWC water rate to 
reflect tlie recovery of tlie B. E. Payie water treatiiieiit plant expaiisioii cost because any sucli 
expansion costs were already iiiclwled in tlie projection of wholesale water rates in the R. W. Beck 
report. In addition, L,WC refers tlie Commission to tlie "Water Rates" section of Mr. Hei tziiiaii's 
rebuttal testiiiioiiy, at page 6, lilies 4 tlirougli 29. 
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10. At page 2 of his rebuttal testiiiioiiy, Mr. Heitziiiaii states that “L,WC will guarantee 

the rate of $1.71 at tlie delivery point through Deceiiiber 3 1, 201 5.” 

a. State wlietlier tlie Beck Report reflects this price guai-aiitee. 

Responsible Witness: Greg Heitzman 

RESPONSE: Tlie R. W. Beck Report does not include the guarantee of $1.71 per 1000 galloiis 
through Deceiiiber 3 1,20 15. Tlie report is being updated to reflect tlie assmiiptions provided iii tlie 
L,ouisville Pipeline proposal aiid will be provided to tlie Coiiiiiiissioii aiid the parties upoii 
coiiipletioii, 110 later than Friday, November 9, 2007. Tliese price guarantees as described in tlie 
Louisville Pipeliiie proposal are anticipated to provide additional savings over the KAWC Pool 3 
alternative. 

b. ICthe Beck Report does not reflect this piice guarantee, state the effect, if any, 

that the proposed guarantee lias upoii the Beck Report analysis. Provide all workpapers aiid show 

all calculatioiis used to coiiipute tlie impact. 

Responsible Witness: Greg Heitzman and Ed Wetzel 

RESPONSE: Ed Wetzel: 
but rather assumes a 3% per year iiicrease in the wholesale rate. 

Tlie R. W. Beck repoi-t does not reflect any price guarantee from L,WC, 

Greg Heitzman; Please also refer to the response to Snpplemeiital Request 1 O(a) above. 

C. State wlietliei-, in light of the LWC Pipeliiie’s projected coiiipletioii of2012, 

tlie proposed price guarantee is effectively limited to a .?-year period. 

Responsible Witness: Greg Heitzman 

RESPONSE: The price guarantee is iiot effectively limited to a 3 year period. A 6 MGD supply 
will be available by July 20 10, aiid tlie $1.7 1 per 1000 gallon price will provide a guarantee for a 
period of 5.5 years (July 2010 to Deceinber 2015), a significant savings to ratepayers in Central 
ICeiitucky. 
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1 1. State whetlier L,WC has considered assuiiiiiig ownership of the entire L,WC Pipeline 

from the point of origination iii Jefferson County, ICentucky to the point of teiiiiinatioii in Fayette 

County, ICentucky. If yes, explain why L,WC lias not proposed this option as an alternative. If no, 

explain why iiot. 

Responsible Witness: Greg Heitzman 

RESPONSE: L,WC lias iiot proposed owning the entire pipeline (Section 1 aiid Section 2) because 
LWC believes a public/private partnership of Central Kentucky water providers aiid otlier 
gove~iinieiit entities would be in the best interest of the Commonwealth. This partnership approach 
will be attractive for ledera1 and state grants and low interest loans, providing the lowest possible 
cost to Central I<entucky ratepayers. In addition, Central ICentucky water providers will have the 
ability to niaiiage this water supply for the benefit of their customers. LWC would consider being a 
member of such a public/private pai-tnership (for exaiiiple, the Bluegrass Water Supply 
Conimissioii). 

Respect fully submitted, 

Barbara IC. Diclteiis 
Vice President and General Counsel 
L,ouisville Water Company 
550 South Third Street 
L,ouisville, ICY 40202 
tel: (502) 569-0808 
fax: (502) 569-0850 

Edward T. Depp 
DINSMORE & SHOHL LLP 
1400 PNC Plaza 
500 West Jefferson Street 
L,orrisville, ICY 40202 
tel: (502) 540-2300 
fax: (502) 585-2207 

\ 
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CERTIFICATION 

I hereby cei-tify that I have supervised tlie preparation of Louisville Water Company's 
respoiises to the initial and supplenieiital data requests of tlie Coiiuiiission Staff and that tlie 
responses coiitaiiied liereiii (and for which I alii designated tlie responsible witness) are true and 
accurate to tlie best of my knowledge, inforination, a id  belief foi-iiied after reasonable inquiry. 

Gregory C. Heitziiiaii, 
President of Louisville Water Coiiipaiiy 

Date: 
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CERTIFICATION 

I hereby certify that I have supervised tlie preparation of L,ouisville Water Company's 
responses to the suppleinental data requests of tlie Commission Staff and that the responses 
coiitaiiied Iierein (and for which I alii designated tlie responsible witness) are true and accurate to 
tlie best of iiiy lmowledge, information, and belief foilzied after reasonable inquiry. 

Edward Wetzel, 
Executive Vice President of R. W. Beck 

Date: 
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CERTIFICATE OF SERVICE 

I liereby cei-tify that a copy of the foregoing was served by was served via first-class Uiiited 
States mail, sufficient postage prepaid, 011 the followiiig iiidividuals this 29th day of October, 2007: 

David Jeffrey Barberie 
Coi-porate Couiisel 
Lexington-Fayette Urban Couiity Goveiiimeiit 
Departiiieiit of L,aw 
200 East Main Street 
Lexington, ICY 40507 

David F. Boeliiii 
Attoiiiey at Law 
Boeliiii, 1C~i- t~ & L,owry 
36 East Seveiitli Street 
2 1 10 CBL,D Buildiiig 
Cincinnati, OH 45202 

Tho~iias J. FitzGerald 
Couiisel & Director 
ICentucky Resources Comicil, Iiic. 
Post Office Box 1070 
Frankfort, ICY 40602 

Lindsey W. Ingrain, I11 
Attorney at Law 
Stoll ICeeiioii Ogdeii PLLC 
300 West Viiie Street 
Suite 2 100 
Lexington, ICY 40507-1 801 

ICeiitucky River Authority 
70 Willtiiisoii Boulevard 
Fraiiltfoi-t, ICY 4060 1 

Michael L,. ICurtz 
Attoi-iiey at Law 
Boehm, ICui-tz & Lowry 
36 East Seveiitli Street 
2 1 1 0 CBLD Bidding 
Cincinnati, OH 45202 
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David Edward Spenard 
Assistant Attorney Geiieral 
Office of the Attorney Geiieral TJtility & Rate 
1024 Capital Center Drive 
Suite 200 
Frankfort, ICY 4060 1-8204 

Dainoii R. Talky 
Attorney at Law 
P.O. Box 1.50 
FIodgeiiville, ICY 42748-01 SO 

A.W. Turiier, Jr. 
Attorney at Law 
I(eiitucky-America~i Water Coiiipaiiy aka Kentucky Aiiierican Water 
2300 Ricl1mond Road 
Lexington, ICY 40.502 

Joliii N. Huglies 
124 West Todd Street 
Frankfort, KY 4060 1 
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