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Wholesale Overview

= | WC currently has wholesale customers and contracts in
the following counties: |

= Shelby County (North Shelby Water Company, West Shelby
Water District)

= Spencer County (City of Taylorsville)
= Bullitt County (Mount Washington, Lebanon Junction)
= Nelson County (North Nelson Water District)

= \Wholesale water sales average 4.6 MGD; 4.2% of total
sales (based on 2005 data).
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December 2005 Proposal to BWSC

= Four options were outlined in the proposal. All options
discussed include:

= a delivery point at KY Highway 53 (Shelbyville)
= design capacity

= reserve capacity

s minimum daily purchase

= reserve ratio (ratio of reserve capacity to minimum daily
purchase)

» LWC will fund 24-inch pipeline to KY Highway 53 for Options
3 and 4

= BWSC funds upsizing for Options 1 and 2



Size main 42-inch | 36-nch | 30-nch | 24-inch | 24-inch
Design capacity 31 MGD 23 MGD 16 MGD 10 MGD 10 MGD
Reserve capacity 31 MGD 20 MGD 15 MGD 10 MGD 5 MGD
Minimum daily purchase 6.2 MGD 4 MGD 3 MGD 2 MGD 2 MGD
Reserve ratio 5:1 5:1 5:1 5:1 2.5:1
Water rate for minimum $2.70/ $2.70/ $2.70/ $2.70/ $1.67/
daily purchase 1,000 gal. | 1,000 gal. | 1,000 gal. | 1,000 gal. | 1,000 gal.
Water rate for consumption $0.57 / $0.57 / $0.57 / $0.57/ $0.57 /
above minimum daily 1,000 gal. | 1,000 gal. | 1,000 gal. | 1,000 gal. | 1,000 gal.
purchase and below reserve '
capacity

Water rate for consumption $1.63/ $1.63/ $1.63/ $1.63/ $1.63/
above reserve capacity 1,000 gal. | 1,000gal. | 1,000gal. | 1,000 gal. | 1,000 gal.
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Bate per Thouzaad Galloas

$4.00 ;
$3.75
$3.50 3
$3.25 3
$3.00 3
$2.75 ;
$2.50 §
$2.25
$2.00 1
$175 3
$150
$125
$1.00 3
$0.75 3
$0.50 ;
$0.25 3

Comparison of Water Rates for Alternative
Minimum Daily Purchases and Reserve Capacities

Rate Curve

Option 1 Option 1

Minimum Daily Purchase

~

2 13 ¥ 1B B 7 18 9 20 21 22 23 24 25 26
MGD Consumption

ez QOption 1| —8—Option2A —8—Option2B —&—Option3 —&-—Option4 —a8-— Standard Wholesale Rate

Reserve Capacity
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Rate prr Thowsand Gallons

Louisville Water Company Tailored Proposal
Example Scenario 1 for 20-Inch Main
2 MGD Minimum, 4 MGD Maximum, 7 MGD Design Capacity

$100 .. 14 v
5075 | Minimum . Reserve N M
P Daily e Capacity o Consumption Above . o T
$0.50 E¢ l"UI'ChaSE ’f‘ Of 4 MGD »54 Reservg Capacity M‘:; ----------------------------------------------------------------------
$0.25 {7 Quantity ~ e at $0.57 /TG R T
% y - - + r . « = : T - : —_
1 2 3 4 5 6 7 8 9 10

MGD Consumption
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Rate per Thowsand Gallonz

Louisville Water Company Tailored Proposal
Example Scenario 2 for 24-Inch Main

3 MGD Minimum, 6 MGD Maximum, 10 MGD Design Capacity

Minimum Daily . _ E Reserve < e
Purchase B > Capacity > Consumption ADOVe ) ©
Quantity of 6 MGD e Reserve Capacity  —

: at$0571TG s e S—
2 s s s s 1 8 0

MGD Consumption
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Standard Wholesale Rate Pricing

Advantages

«  Simplified rate methodology

= Easy to understand and communicate

= Allows transition to reserve rate methodology
= Approved by KY PSC

Caveats

- Monthly demand exceeding Max Day demand factors
May establish a new minimum daily purchase requirement
Limits total consumption to design capacity of facility

20
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Next Steps

Partner with Bluegrass Water Supply Commission to:

o bk 0N~

10.

Determine the 2020 average and max day water supply need for BWSC participants
Select pipeline size based on max day demand (i.e. 10 MGD requires 24" main)
Determine minimum purchase quantity to assure water quality (i.e. 2 MGD for 24" main)
Determine max day to average demand factors over planning period (i.e. 2:1; 3:1; 4:1; 3:1)
Select rate method: Standard Wholesale Rate, Reserve Rate, or combination over time

Determine the minimum purchase quantity to maximize LWC financial investment in
pipeline (i.e. 3 MGD allows LWC investment of $22.7 million for 30” main to Highway 53)

Allocate minimum purchase quantity to BWSC participants

Build regional transmission grid to supply BWSC participants using grants and low interest
loans

Provide provisions in contract to allow adjustment of minimum purchase, demand factors,
and rate methodology to maximize investment value of the regional pipeline (i.e. base load
from pipeline and peak from local sources) \

Continue to pursue options for Kentucky River treatment plant for next increment of water
beyond 2020 water demand projection

23




hank You!

m Please direct questions or comments regarding this presentation to:

«  Greg Heitzman
Senior Vice President and Chief Engineer
(502) 569-3681
gheitzman@lwcky.com

= Bob Miller
Vice President and Treasurer
(502) 569-3663
bmiller@lwcky.com

Jim Smith

Business System Owner, Infrastructure Planning
(502) 569-3600 ext. 3687

ismith@Iwcky.com
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HLOUISVILLE WATER COMPANY

§50 SOUTH THIRD STREET ¢« LOUISVILLE, KENTUCKY 40202

TEL 502-569-3600 WWW.LOUISVILLEWATER.COM

April 27,2007

M. Phillip Ward
Superintendent

Oldham County Water District
3707 W. Highway146
Buckner, KY 40010

RE: Proposal for Providing Wholesale Water to Oldham County
Phl
Dear Mr.’W‘ard:

Thank you for the several recent opportunities to meet and discuss options for Louisville Water Company
to provide wholesale water to the Oldham County Water District (OCWD). Louisville Water Company
(LWC) is very much interested in a wholesale partnering arrangement with OCWD, and believes this
would be of benefit to both utilities and our communities.

Per your request at our last meeting, LWC is pleased to provide the enclosed presentation and associated
maps. (Ten copies of each have been provided.)

I also want to provide additional information on a couple of items that were discussed in our last meeting.
Although the LWC contribution and estimate on page 3 does not include the cost of the booster pump
station, LWC would likely be able to fund this component provided that we reach a mutually agreeable
alternative with respect to a minimum purchase contract at a 2:1 peaking factor.

Also, as we discussed it is likely that solutions that we have discussed may be favorably considered for
grants or low-interest loans by the State, LWC has experience in pursuing these funding options and
would be anxious to collaborate with you on this project.

I trust that this information meets your needs. If I can answer any questions or provide additional
information, please call me at (502) 569-3641. We look forward to continued discussions with OCWD.

Sincerely,

Jamé$ H. Brathell, PE, PLS
Vice President, Chief Engineer

ce: Jim Smith
Patti Kaelin

bee: John Huber
Greg Heitzman
Bob Miller
Amber Halloran

An Equal Opportunity Employer
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Contacts

Jim Brammell

Vice President — Chief Engineer
502.569.3641
jbrammell@Ilwcky.com

Jim Smith

Director Infrastructure Planning
502.569.3687
ismith@Ilwcky.com

Patti Kaelin
Manager Business Development
502.569.0843

onikaslin@bweky. com
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Water Rates

m LWC establishes rates on cost-of-service principles established by the
American Water Works Association.

m LWC maintains competitive water rates compared to suppliers in the region,
with the typical residential customer paying an average monthly water bill of
$18.40 for 6,000 gallons of consumption.

m LWC will provide alternative wholesale rates based upon minimum
purch?ses considering duration of contract, capacity reserved, contributed
capital.
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Wholesale Supp

ly Concepts

Option | Capacity Infrastructure Required Total Minimum
Estimated Purchase
. Cost
1 2 MGD 17,000 feet of 16 inch water main, and 3 $26 M 1.0 MGD
MGD booster pump station.
2 4 MGD 17,000 feet of 16 inch water main,12/14 $5.4 M 2.0 MGD
inch LWC system improvements, 0.75
MG storage, and two 4 MGD booster
pump stations.
3 6 MGD 75,000 feet of 20 inch water main, 1.0 $10.60 M 3.0 MGD
MG storage, and 6 MGD booster pump
station.
4 8 MGD 75,000 feet of 24 inch water main, 1.5 $14.40 M 4.0 MGD
MG storage, and 8 MGD booster pump
station.
5 10 MGD | 75,000 feet of 30 inch water main, 1.5 $16.30 M 5.0 MGD
MG storage, and 10 MGD booster pump
station.
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“Wholesale Supply Option Rates

m Standard 2007 wholesale rate of $1.44 per thousand gallons available if Ft.
Knox funds operation and maintenance of the booster pump station.
Standard wholesale rate assumes 2:1 max day to average day peaking
factor. |

m Standard 2007 wholesale rate of $1.44 plus $0.27 elevated service area
charge per thousand gallons (for a rate of $1.71 per thousand gallons)
available if LWC funds operation and maintenance of the booster pump
station. Standard wholesale rate assumes 2:1 max day to average day
peaking factor.

m Alternative rates available for higher peaking factors.
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Further Discussion

m Distribution Chlorine Residuals.
0 Segregate chloramine and free chlorine water supply.
0 Convert Ft. Knox system to chloramine residuals.
1 Convert LWC supplies to free chlorine residuals (booster chlorination).

m Ownership of Booster Pump Station (BPS).

0 If LWC funds operation and maintenance of the booster pump station the 2007
standard wholesale rate is $1.71 per thousand gallons. Standard wholesale rate

assumes 2:1 max day to average day peaking factor.

1 If Ft. Knox funds operation and maintenance of the booster pump station the
2007 standard wholesale rate is $1.44 per thousand gallons. Standard
wholesale rate assumes 2:1 max day to average day peaking factor.

m Operational Flexibility.
1 Hydraulic considerations.
O Integration with well field infrastructure and operation.

m Other Considerations.
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Water Rates

m LWC establishes water rates on cost-of-service principles
established by the American Water Works Association (AWWA).

m LWC maintains competitive water rates compared to suppliers in the
region, with the typical residential customer paying an average
monthly water bill of $18.40 for 6,000 gallons of consumption.

m LWC standard 2007 wholesale rate is $1.71 per thousand gallons.

m LWC will provide alternative wholesale rates based upon minimum
purchase considering duration of contract, capacity reserved, and
contributed capital.




Production and Technical Capacity

m LWC has enough reserve 'capacity to meet the water supply needs
of the Bluegrass Region. Reserve Capacity of 35 MGD (240 MGD
total) can easily be increased to 95 MGD (300 MGD total).

m LWC is an industry leader in water quality and treatment research,
drinking water quality, infrastructure renewal and customer
satisfaction.

m Staff of Class IV Treatment Plant and Distribution System
Operators, and professional engineers.

m 24/7 operation and local emergency response capability.
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Louisville Water Company (LWC) Response to
Lexington Urban County Government
Questions Related to the I- 64 Pipeline

July 10, 2007

Q-1 How large of an aqueduct (pipe) is necessary to supply Central Kentucky?

Answer: A 36-inch water main can supply up to 30 million gallons of water a
day. Larger size pipelines can supply additional capacity.

Q-2 How will the price of water be determined?

Answer: Louisville Water Company establishes rates on cost of service principles
established by the American Water Works Association. LW(C's standard
wholesale rate is $1.71 per 1000 gallons.

Q-3 Has LWC been talking with other communities about water supply? Are
you able to say which communities?

Answer: Yes, LWC has met and discussed water supply needs with the water
suppliers in Shelby County, the Bluegrass Water Supply Commission,
and the Cities of Frankfort and Georgetown.

Q-4 Whatwould be the guaranteed water capacity versus the committed water
capacity to Lexington? '

Answer: The Ohio River source has an unlimited water supply. LWC has 35 MGD
of reserve production capacity, easily expandable to 95 MGD of reserve
capacity with minor pfant and transmission upgrades. LWC will commit to
maintaining a reserve capacity of 15% for all of our customers, consistent
with KDOW requirements.

Q-5 Who will pay for the extension of a pipeline to Louisville?

Answer: LWC will finance, build and own the line from Jefferson County to Hwy 53
in Shelby County, at an estimated cost of $25 million. The portion from
Hwy 53 to Lexington (estimated to cost $56 million) can be financed from
any combination of: grants, state/federal low interest loans and water
rates. This portion of the transmission line will be dedicated for wholesale
use only and can be owned by any number of parties, including
Lexington, Bluegrass Water Supply Commission, Kentucky American, the
Kentucky Infrastructure Authority, or a regional consortium of partners
including Louisville Water Company.

Q-6 Whatis your capacity for those you serve and is your planned capacity
growing (10, 20, 30%) over the next 25-30 years?

Answer: LWC has enough reserve capacity to meet the water supply needs of our
current customers and Central KY. We have reserve capacity of 356 MGD



(240 MGD total), which can be easily increased to 95 MGD (300 MGD
total). We have seen significant decline in industrial use and we
anticipate industrial use to continue to decline.

Q-7 What is the feasibility of this project? Can it actually be done on the north
side of I-64, with approval to use the State Right of Way?

Answer:

This project is very feasible. LWC has 150 years of experience of
building water transmission mains and a project of this scale can be
designed and constructed in 24 to 30 months. We are confident that we
can either obtain permission to use the I-64 right-of-way or acquire the
necessary easements that are adjacent to the right-of-way where the
property is already encumbered.

Q -8 Whatis the comparison to alternatives in terms of reliability?

Answer:

A pipeline to the unlimited source of supply in the Ohio River guarantees
a reliable source of water. Pipeline sources are also scaleable to provide
additional capacity and are designed to last 75 to 100 years. The KY
River is not a drought proof source of supply and studies have
determined the long term need for an additional source of supply from the
Ohio River. A pipeline to Louisville also provides an independent source
of supply in the event of a hazardous spill or other emergency that may
occur on the KY River.

Q-9 What would be the effects on those who are our regional partners in the
Bluegrass Regional Water Commission?

Answer:

LWC has enough reserve capacity to supply all of the future water supply
needs of Central KY including each member of the Bluegrass Water
Supply Commission (BWSC). Water suppliers along the route would be
allowed to connect to this pipeline as wholesale customers at the
standard rate of $1.71 per 1,000 gallons. This would include the
members of the BWSC.

Q - 10 What is the potential development impact along a Louisville to Lexmgton
pipeline route?

Answer:

LWC believes that the 1-64 corridor is the least disruptive to the
environment because it is along a route that already has significant
development and is already encumbered by the Interstate and other
utilities.

Q - 11 What are potential downsides?

Answer:

We believe I-64 Pipeline project has very viable benefits as the only
solution that provides a drought proof, reliable and low cost solution to
Central KY’s water supply needs. This pipeline provides access to
water for BWSC members as well as water suppliers in Shelby County.
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LWC Water Rates

m LWC establishes water rates on cost-of-service principles
established by the American Water Works Association (AWWA).

m LWC water rates are among the lowest in the state. The typical
residential monthly water bill is $18.40 for 6,000 gallons of
consumption.

m LWC standard wholesale rate is $1.71 per thousand gallons.

m LWC will provide alternative wholesale rates based upon minimum
purchase, duration of contract, capacity reserved, and contributed

capital.
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Interstate 64 Pipeline Solution

B A 36- inch pipeline will provide up to 30 MGD of supply capacity.

m Other pipeline sizes are available:

, Minimum Minimum Take
Size ,

Capacity or Pay
42-inch 31 MGD 6 MGD
36-inch 23 MGD 5 MGD
30-inch 16 MGD 3 MGD
24-inch 10 MGD 2 MGD

m The cost for an Interstate 64 pipeline from Jefferson County to
Fayette County is estimated at $ 82 million. LWC will build and fund
the $ 26 million portion from Jefferson County to KY Hwy 53 in

Shelby County.

11
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